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Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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The  Concord  Mariner:  electronic  quartz,  water-resistant,  rugge« 
and  handsome. 

This  watch  is  designed  to  keep  pace  with  the  most  active  lifestyle.  It 
water-resistant  to  three  atmospheres,  including  the  imported  lizard  stra 
It's  shock  resistant.  It's  guaranteed  accurate  to  60  seconds  a  year.  And  th 
electronic  quartz  movement  never  needs  winding.  Crafted  by  hand,  i 
Switzerland  of  14  karat  gold,  the  Concord  Mariner  is,  truly,  /ri\  C0NC0R] 
the  watch  you  never  have  to  take  off.  $1,390.  quartz 


Save  some 
for  seed. 


When  the  bountiful  harvest  is  in, 
we  expect  to  enjoy  the  fruits  of  our 
labor.  And  the  temptation  is  great  to 
consume  all  we  have  reaped. 

America's  yield,  both  on  the  farm 
and  in  the  factory,  has  been 
phenomenal.  We  have  become  a  nation 
of  revelers  at  a  harvest  festival  which 
began  shortly  after  WW  II. 

Yet  every  son  of  the  soil  is  careful 
to  set  aside  a  portion  of  the  crop  with 
which  to  resow  his  fields,  knowing  that 
his  future  rests  in  his  ability  to  harvest 
them  anew. 

Have  we  been  so  long  at  the  fair, 
stuffing  ourselves  with  the  fruits  of  the 
free  enterprise  system,  that  we  have 
forgotten  this  lesson  of  the  land? 

Don't  we  care  that  in  the  last  five 
years,  annual  depreciation  allowances 
have  averaged  14%  less  than  the  cost 
to  merely  replace  our  worn-out  tools 
and  equipment? 

Just  as  seed  holds  the  future  of  the 
farmer's  success,  our  future  as  an  in- 
dustrial nation  rests  in  the  capital  we 
set  aside,  not  only  to  replace,  but  to 
multiply  the  number  and  efficiency  of 
our  tools  and  equipment. 

Without  it,  we  are  doomed  to  a  bar- 
ren economy  and  an  ever-diminishing 
harvest  for  ourselves  and  our  children. 


Joe  Hurtuk,  a  Turning  Machine  Division 
assembler  with  more  than  40  years  of  service, 
works  to  complete  this  rugged  3-SC  column 
type  machine.  Its  side-by-side  turret/spindle 
design  permits  greater  machining  accuracy, 
clearance  and  operator  access. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


M  980  THE  WARNER  &SWASEY  COMPANY      Executive  Offices:  1  lOOOCedar  Avenue.  Cleveland,  Ohio44 106 
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Transamerica  Dividend 
Increase  Continues  for 

19trriear. 
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On  September  18th 
Transamerica  Corporation 
increased  the  annual  dividend 
rate  on  its  common  stock 
from  $1.12  to  $1.28  per  share. 

Transamerica  common 
shareholders  who  have  main- 
tained their  investments  have 
enjoyed  19  consecutive  years 
of  dividend  increases.  Over 
the  past  five  years,  the  com- 
pound annual  growth  in  the 
dividend  rate  has  been  better 
than  15  percent;  the  new  rate 
is  more  than  double  the  rate 
in  effect  five  years  ago.  A 
cash  dividend  has  been  paid 
regularly  since  1934. 

For  your  copies  of  our 
latest  annual  and  quarterly 
reports,  please  write  to: 
Transamerica  Corporation, 
Corporate  Relations  Depart- 
ment, 600  Montgomery  Street, 
San  Francisco,  CA  94111. 


Note: 

Because  the  most  recent  dividend 
increase  occurred  in  September, 
the  annual  rate  ($1.28)  exceeds  the 
total  of  dividends  declared  and 
expected  to  be  declared  during  1980 
($1.20). 
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Profit,  if s  your  bottom  line. . .  and  it's  the  reason  Louisiana  has 
anked  #1  in  new  business  expansion  for  the  last  two  years  in 
he  U.S.A. 


Louisiana  believes  in  business,  and  we're  ready  to  prove  it  td 
/ou.  The  right-to-profit  and  right-to-work  laws  are  contributing 
actors,  but  that's  not  all.  We  have  a  large  available  work  force 
hat  we  will  train  to  meet  your  needs  at  no  charge,  we'll  work  with 
/ou  to  find  the  best  location,  we'll  assist  in  securing  financing, 
□nd  a  lot  more. 

Louisiana's  got  what  it  takes  for  your  company  to  get  what 
it  needs. 


Write  or  phone:  /fo  ' 

Andrew  F.  Flores,  C.I.D:,  Executive  Director         Jj  / 
Louisiana  Office  of  Commerce  &  Industry  V 
P.O.  Box  44185,  Capitol  Station,  Dept.  D 
Baton  Rouge,  La,  70804  (504)  342-5361 

Justinianstrasse  22,  D-6000  FRANKFURT  (Main)1  ,  West  Germany 
Telephone  (49-61^)590061,  Telex  41  4561  ICO  D 
15  Avenue  Victor  Hugo,  751 16  PARIS,  France 
Telephone  (33-1)502-1800,  Telex  620  893  F 
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Promotions  from  within 


A  well-run  business  produces  a  continual 
supply  of  managerial  talent  from  its  own 
ranks;  it  grows  its  own  executives.  Good 
editorial  operations  are  no  different.  So  it 
is  with  pride  that  we  announce  the  pro- 
motion of  two  talented  ForfJes  staffers  to 
the  new  post  of  Assistant  Managing  Edi- 
tor: Geoffrey  Smith,  41;  and  Paul  Sturm, 
34.  Between  them  they  will  share  super- 
vision of  our  New  York  editorial  staff. 

Smith,  a  native  Clevelander,  is  a  brisk 
man  with  a  lively  sense  of  irony  that 
lurks  just  beneath  his  seeming  serious- 
ness. He  joined  Forbes  in  1966  after  a 
brief  stint  in  book  editing.  He  recalls  an 
early  assignment:  "There  I  was,  26,  and 


Forbes  Geoff  Smith  (seated)  and  Paul  Sturm 


sitting  across  the  desk  from  Henry  Ford 
13.  At  that  moment  I  felt  I  had  arrived  in 
journalism. "  No  longer  awed  but  still  fas- 
cinated, Smith  has  since  sat  across  desks 
from  literally  hundreds  of  the  best — and 
sometimes  the  worst — corporate  leaders 
and  entrepreneurs  in  America.  He  him- 
self has  filled  many  assignments.  He  pio- 
neered coverage  for  us  from  Latin  Amer- 
ica, did  major  stories  on  Iran,  Poland  and 
Sweden  when  he  was  European  bureau 
manager  in  1977  and  1978.  He  has  left 
two  strong  personal  imprints  on  the 
magazine:  first,  as  creator  of  The  Num- 
bers Game,  our  regular  coverage  of  major 
accounting  issues;  later,  as  creator  of  Up- 
And-Comers,  our  unique  coverage  of 
smaller  but  highly  successful  companies 
and  the  men  who  run  them. 


Paul  Sturm  is  a  tall,  pencil-thin 
with  the  insatiable  kind  of  curiosity 
can  be  satisfied  only  in  journalism 
enabled  him  again  and  again  to  unc 
the  unexpected  and  unpredicted.  B 
joining  Forbes  in  1973  he  worked  f( 
Senate  Judiciary  Committee  and 
Washington,     D.C.  newsletter, 
manned  his  typewriter  for  Forbe 
New  York,  Washington  and  Londor 
did  a  stint  in  our  West  Coast  burea 
left  us  last  year  to  work  on  a  new  pr 
in  international  business  publishin 
Newsweek  before  rejoining  us  last  m< 

The  two  new  Assistant  Managing 
tors  bring  impressive  educational 
dentials  to  their  jobs.  Smith,  a  Prin 
graduate  in  English,  later  eame 
M.B.A.  at  New  York  University.  S 
has  degrees  from  Oberlin  College 
Columbia  Graduate  School  of  jourm 
and  Georgetown  Law  School;  he  p 
the  D.C.  bar  but  decided  to  return  t 
first  and  real  love,  journalism. 

It  takes  an  unusual  conjunction  c 
ents  to  edit  Forbes.  You  must — nat 
ly — think  like  a  journalist:  What  ma 
story?  What  are  the  salient  facts,  w 
the  expendable  ones?  How  do  you 
nize  the  material  for  a  punchy,  con 
ing  presentation?  Equally  important 
must  be  able  to  think  like  a  bust 
man,  for  the  judgments  that  Fc 
serves  up  with  the  facts  must  be  s 
business    judgments,  persuasive 
meaningful  to  a  sophisticated  audi 
It  all  takes  a  bit  of  nerve,  too.  Paul  S 
likes  to  recall  a  story  he  did  in 
predicting  that  natural  gas,  suppose 
dwindling  resource,  was  about  to  m 
comeback.  He  was  flying  in  the  fa 
the  accepted  wisdom  at  the  tim 
much  so  that  most  of  the  executiv 
interviewed  didn't  themselves  bt 
that  a  turnaround  was  coming.  S 
swallowed  hard  and  wrote  the 
Events  proved  him  right.  That's  the 
of  timely,  useful  information  Fc 
strives  constantly  to  deliver  its  reac 

"You  start  with  the  numbers  in 
ness  journalism,"  Geoff  Smith  says, 
then  work  your  way  back  to  the  pt 
alities  and  strategies  and  to  the  & 
political  and  economic  context.  So  1 
politics  today  is  theater;  political  joL 
ists,  increasingly,  are  reviewing  per 
ers  and  performances.  But  here  we 
with  what  people  do  rather  than  m 
what  they  say.  It's  the  most  intellec 
ly  challenging  part  of  journalism  to 
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CAN  YOU  THINK  OF  A  BETTER  NAME 
FOR  A  COPIER  THAT  FEEDS  ITSELF, 
THINKS  FOR  ITSELF,  AND  PUTS  OUT 
33  LETTER-SIZE  COPIES  A  MINUTE, 
AUTOMATICALLY? 


Canon 

PLAIN  PAPER  COPIER 

6300 


IMP 


Trends 


Kdited  By  John  A. Conway 


Whither  the  windfall? 

Lawrence  Klein,  the  University  of  Penn- 
sylvania professor  who  pioneered  the  use 
of  computer  models  to  track  the  econo- 
my, found  himself  richer  by  $212,000 
when  he  was  awarded  the  Nobel  prize  for 
economics.  And  what  is  the  master  of 
econometrics  going  to  do  with  his  wind- 
fall? "It's  going  to  sit  in  a  money  market 
fund  for  a  while,"  he  says. 

Reagan's  money  men 

Should  there  be  a  changing  of  the  guard 
in  the  White  House  in  January,  who 
would  be  Ronald  Reagan's  economic 
honchos?  The  GOP  candidate's  staff  is 
penciling  in — lightly — the  first  few 
names.  Alan  Greenspan,  Gerald  Ford's 
top  economic  adviser  who  is  now  a  New 
York  economic  consultant  and  a  Reagan 
adviser,  is  a  good  candidate  to  take  over 
the  Office  of  Management  &  Budget. 
"He's  a  good  administrator,"  one  close 
Reagan  aide  says.  "We  think  he'd  do  well 
at  OMB."  Others  who  are  in  the  running 
for  top  economic  slots  are  Caspar  Wein- 
berger, ex-director  of  the  OMB  and  for- 
mer chairman  of  the  Federal  Trade  Com- 
mission; Murray  Weidenbaum,  onetime 
Assistant  Secretary  of  the  Treasury;  and 
Charls  Walker,  a  former  Deputy  Trea- 
sury Secretary.  Weinberger,  a  Califor- 
nian,  is  vice  president  and  general  coun- 
sel to  the  Bechtel  Group,  the  big  San 
Francisco  engineering  firm.  (Bechtel's 
vice  chairman,  George  Shultz,  has  filled 
three  Cabinet  posts,  including  Treasury, 
and  is  now  being  mentioned  as  Reagan's 
Secretary  of  State.)  Weidenbaum  is  con- 
ducting business  research  at  Washington 
University  in  St.  Louis.  Walker  says  he'll 
go  on  as  a  Washington  consultant  and 
lobbyist  after  the  election,  but  he  is  con- 
sidered sure  to  take  the  top  spot  at  Trea- 
sury if  it  is  offered. 

See  China  and  teach 

Peking  wants  to  create  an  international 
school  of  management  modeled  after  the 
West's  prestigious  institutions  in  that 
field.  To  solve  the  problem  of  a  lack  of 
foreign  exchange  to  pay  for  top-flight 
academics  and  consultants,  the  thrifty 
Chinese  have  worked  up  a  scheme  to  let 
the  United  Nations  Development  Pro- 
gram fund  the  startup  costs.  The  U.N. 
group  in  turn  has  asked  top  schools  in 
the  U.S.,  Canada  d  Great  Britain  to  bid 
on  the  job,  with  a  ceiling  of  $288,000. 
Some  of  the  big  schools  reportedly 
balked  at  that  number,  claiming  it  was 
too  low  to  attract  the  best  talent.  The 
Chinese  blandly  countered  with,  "Just 
tell  them  it's  China  and  th<  y  will  come." 
And  a  U.N.  official  says,  "You'd  be  sur- 


prised at  the  response."  The  latest  count 
showed  eight  maior  management 
schools  working  up  proposals,. including 
Columbia,  Harvard,  Stanford  and  the 
London  School  of  Business. 

Bundles  for  Britain 

The  British  have  begun  drumming  up 
American  investment  in  London,  some- 
thing they  have  resisted  for  years.  The 
London  Industrial  Centre  has  scouts 
roaming  the  U.S.  looking  for  business- 
men who  want  to  open  plants  or  offices 
in  the  British  capital.  The  reason,  of 
course,  is  Britain's  scary  unemployment, 
now  the  highest  since  the  1930s.  The 
results  so  far,  according  to  Dr.  Peter  Bar- 
field,  the  chief  drumbeater  for  the  Lon- 
don Centre:  "Numerous  inquiries." 

Hair  apparent 

A  Japanese  camera  and  copier  manufac- 
turer is  testing  a  new  gadget  designed  to 
answer  the  question  that  haunts  anyone 
who  has  ever  sat  in  a  beauty  salon  or  a 
barber's  chair:  How  will  I  look  after  the 
haircut?  Dai  Nippon  Screen,  whose  ma- 
chines ar:  used  in  photo  reproduction  for 
publishers,  has  come  up  with  a  "hair 
model  viewer  system"  and  is  trying  it 
out  in  30  Japanese  hair-styling  parlors.  It 
works  like  this.  The  customer  sits  in 
front  of  a  TV  screen  and  asks  for  any  hair 
style — Bo  Derek  braids,  Farrah  Fawcett 
windblown,  Mick  Jagger  mop,  Elvis  Pres- 
ley ducktail,  whatever.  The  operator 
twiddles  a  knob  or  two  and  voila!  the 
customer  appears  on  screen  in  the  coif  of 
his  or  her  choice. 


The  magic  number 

What  one  number  should  you  wat| 
learn  when  the  tide  of  inflation  is 
ing  to  turn?  Some  savvy  economial 
it  is  the  "implicit  personal  consum 
deflator"  (the  "PCD")  published  b 
Commerce  Department.  This  is  th 
tor  Commerce's  chart-watchers  ap| 
the  personal  consumption  totals  t< 
vert  them  to  "constant"  1972  dc 
Right  now  the  PCD  is  running  at  1 
last  year  it  was  163.3;  in  1978  it  wa: 
The  economists,  however,  watch  r 
much  the  size  of  the  deflator  itself 
rate  at  which  it  changes.  From  19 
1979,  for  example,  the  increase 
8.9%;  the  increase  so  far  for  19' 
about  10.2%.  Any  drop  in  that  r* 
increase  will  signal  that  purchasing 
er  is  regaining  strength.  Overall 
tion,  as  measured  by  the  more  far 
Consumer  Price  Index,  has  dropped 
the  high  teens  to  around  10%,  bu 
CPI's  accuracy  as  a  gauge  is  unde 
principally  because  it  measures  p 
not  what  people  are  buying,  and  be 
it  gives  so  much  weight  to  home-bu 
The  consumption  numbers — and 
PCD — measure  actual  spending. 

Less  car,  less  manpowe 

Even  if  the  U.S.  auto  industry  makt 
recovery  it  hopes  for,  employmer 
the  assembly  lines  will  never  get  ba 
1978  levels,  according  to  Universi 
Michigan  economist  William  L 
"When  the  recession  is  over  and  thi 
ume  of  auto  production  has  returne« 
manpower  requirement  will  be  con: 
ably  below  recent  levels."  Haber 


A  Japanese  customer  views  her  future 
What  to  do  before  the  cutting  begins. 
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Allstate  rewards 
new  Ford  wW>rld  Cars"  with 
lower  insurance  rates, 

Repairability  and  serviceability  features  are  expected  to 
make  Escort  and  Lynx  cost  less  to  insure. 


« pord  Motor  Company's 

nuch-heralded  Ford  Escort  and 

VIercury  Lynx  are  the  first  of  a 

lew  generation  of  American-made 

'World  Cars"  which  combine 

lesign  and  engineering  by  Ford 

«ams  from  all  over  the  world. 
While  the  power-efficient 

mgine,  front-wheel  drive,  inde- 

Dendent  suspension 

land  minimum  main- 
n  ;enance  capabilities 
4  dominate  Ford's 
I  announcements, 

some  less-publicized 

features  will  bring 

?ar-reaching  benefits 

;o  consumers.  These 

are  repairability 

and  serviceability 

improvements  that 

should  help  lessen 

the  cost  of  service 

and  repair. 

i  Less  costly  repairs 
mean  less  costly  insurance. 

n  Escort  and  Lynx,  Ford  Motor 
Company  (like  GM  with  its 
X-Cars)  is  addressing  the  issues 
hat  lead  to  reduced  repair  and 
ervice  costs  and,  therefore,  lower 
nsurance  costs. 

Since  Allstate  believes  that  the 
i improvements  made  in  the  Escort 
and  Lynx  should  lower  insurance 
:osts,  the  premiums  for  all  these 
nodels  will  be  reduced.  In  fact, 
nost  of  the  models  will  be  in 
he  lowest  insurance  rating  group 
)f  any  1981  domestic  cars. 

Premiums  for  Allstate 
)olicyholders  who  purchase  the 
Escort  or  Lynx  are  expected  to  be 
educed  about  15%  for  Collision 
md  about  35%  for  Comprehensive 
coverages. 

'Make  and  Model"  rating. 

The  lower  rates  awarded  Ford 
Escort  and  Mercury  Lynx  are  the 
latest  examples  of  Allstate's  Make 


and  Model  Experience  Rating.* 
This  program  factors  each  car 
model's  damageability,  together 
with  its  repair  cost  and  theft 
prevention  features,  into  its 
insurance  premium.  Results  are 
reviewed  periodically  to  determine 
rates.  We  believe,  as  experience 
develops,  it  will  support  our 


Ford's  1981  "World  Car'.' 


judgment  and  permit  continuing 
these  rate  reductions  for  the  new 
Escort  and  Lynx  models. 

In  the  past,  Allstate  has  made 
similar  price  reductions  when  auto 
manufacturers  have  considered 
the  overall  cost  of  car  ownership — 
particularly  Collision  and 
Comprehensive  insurance  costs — 
in  the  planning  stage.  We  pioneered 
reduced  rates  for  cars  equipped 
with  damage-resistant  bumpers, 
air  bags,  and  more  recently,  lower 
rates  for  the  GM  X-Cars  (Omega, 
Citation,  Skylark  and  Phoenix). 

Tech-Cor  Automotive 
Research  and  Ford 
engineers  collaborate. 

Tech-Cor  is  a  wholly  owned  sub- 
sidiary of  the  Allstate  Insurance 
Company.  Tech-Cor  Automotive 
Research  Division  has  become  the 
country's  leading  independent 
auto  repair  research  center.  Here,  a 
continuing  scientific  study  of  auto 

/instate 

Working  to  hold  your  insurance  costs  down. 


repair,  as  well  as  insurance  experi- 
ence, develops  ways  to  lower  crash 
repair  costs,  and  thus  make 
insurance  more  affordable. 

Tech-Cor's  staff  works  with  all 
major  domestic  and  import  auto 
manufacturers,  the  auto  repair 
industry,  the  Equipment  and  Tool 
Institute,  and  the  Inter- Industry 
Conference  on  Auto 
Collision  Repair. 

As  early  as  June, 
1979,  Tech-Cor  engi- 
neers began  sharing 
their  repair  and 
service  experience 
with  the  Escort  and 
Lynx  designers.  Ford 
incorporated  a  number 
of  Tech-Cor  suggestions 
into  these  new  cars. 

Our  ultimate  goal: 
to  help  make  a  car  cost 
less  to  own,  by  holding 
down  escalating 
repair  and  insurance  costs. 

Consumers  benefit  from 
inter-industry  cooperation. 

Allstate  is  not  in  the  auto  repair 
business.  Our  aim  is  to  provide 
insurance  at  an  affordable  price. 
Since  the  cost  of  repairing  cars 
greatly  affects  insurance  costs, 
the  more  closely  our  industries 
can  work  together,  the  more  the 
consumer  will  ultimately  benefit. 

The  earlier  that  Tech-Cor  can 
work  with  manufacturers  to  help 
effect  repair  and  service  improve- 
ments, the  greater  our  contribution 
can  become. 

Allstate  welcomes  this  growing 
relationship,  and  the  opportunity 
it  gives  us  to  help  the  motorist 
we  both  serve. 


'Allstate's  Make  and  Model  Experience  Rating  Program 
is  in  effect  in  every  state  except  Mass..  Okla..  N.J..N0. 
and  So. Carolina,  and  Texas.  The  Escort  and  Lynx  rate 
is  in  effect  or  is  filed  in  all  remaining  states. 

Allstate  Insurance  Company.  North  brook,  II! 


Order  Taking 
WithoutOrder  Takers. 
Customer  Service 
Without  Customer  Service 
Representatives. 

Hook  your  phone  lines  into 
one  of  our  T-COMM®  systems, 
and  your  local  managers  can 
report  on  sales  without  talking 
to  an  operator.  Your  field  sales 
force  can  call  in  orders  without 
order  takers.  Your  customers 
can  place  and  find  out  about 
orders,  without  talking  to  a  cus- 
tomer service  representative. 

And,  they  can  do  it  all  without 
sophisticated  and  expensive 
computer  terminals. 

Periphonics  proven  and  tested 
communications  technology, 
combined  with  our  ability  to 
make  computers  talk,  lets  you 
communicate  with  people 
around  the  country,  without 
having  a  staff  of  operators 
"standing  by".  The  caller  can 
use  any  push-button  telephone,  and  our  system  can  be  pro- 
grammed to  handle  just  about  any  series  of  transactions  you 
can  imagine.  We  can  transfer  to  an  agent  for  more  detailed  or 
difficult  calls,  and  even  deliver  a  pre-set  sales  message. 

Periphonics  T-COMM  systems  are  in  use  today  from  Toledo  to 
Tokyo.  They're  taking  auto  parts  orders,  transfering  bank  de- 
posits, and  reporting  on  local  sales  volume.  Periphonics  built-in 
quality  makes  them  dependable.  Periphonics  national  staff  of 
trained  service  engineers  keeps  them  working.  And,  Periphonics 
no-nonsense  approach  to  that  mythical  world  of  "software" 
makes  them  easily  adaptable  to  just  about  any  computer  system 
you  might  have  in-place  today. 

Periphonics  ....  letting  your  imagination  work. 


Periphonics© 


PERIPHONICS  CORPORATION  AN  AFFILIATE  OF  E^ON  ENTERPRISES.  INC. 

International  Operations  Center:  75  Orville  Drive. 

Bohemia.  N  Y.  11716 

(516)  567-1000    Telex  5102287310 

*  Registered.  Trademark  of  Periphonics  Corporation 


Trends 


The  new  small  car  may  save  the  di 
Detroit,  he  says,  but  "it  will  be  lighi 
will  require  less  steel  and  greater  relj 
on  plastics  and  aluminum;  it  wi 
simpler  to  build;  it  will  require  i 
workers."  Haber  admits  that  the 
car  will  have  more  automation  and! 
complicated  electronics,  but  the 
boxes  involved  in  the  control  systenl 
thinks,  will  be  "rather  simple"  to  in 


The  maximum  minimui 

The  next  President,  whoever  he  mi 
and  the  new  Congress  can  look  foi 
to  one  major  problem  next  yean 
minimum  wage.  In  lanuary  the  la 
crease  mandated  by  Congress  in 
will  take  effect  and  the  minimum 
rise  from  S3. 10  an  hour  to  S3. 35.. 
increases  so  far  have  jacked  the  ear 
of  5.3  million  workers  (out  of  tota 
ployment  of  about  90  million)  by 
billion.  After  the  fourth  and  last 
hold,  a  fresh  battle  is  inevitable  ta 
the  minimum  once  more  to  keep 
with  inflation. 


The  local  pinch 

Governors,  mayors  and  other  loca> 
cials  face  increasingly  hard  times, 
the  recession  squeezing  their  ina 
and  the  tax-cutting  fever  contir 
Most  states  had  budget  surpluses 
years  ago;  now  some  are  borrowi 
meet  operating  expenses,  the  pr; 
that  brought  New  York  City  to  the 
of  bankruptcy  a  few  years  ago.  The 
al  government,  trying  to  cut  its 
spending,  is  ready  to  cut  off  the 
from  general  revenue-sharing  fur 
move  that  could  cost  them  as  mu 
$2.3  billion  in  1981.  To  compoum 
problem,  more  than  a  dozen  states 
tax-relief  motions  on  their  Nove 
ballots  that  could  make  raising  re' 
even  more  difficult.  It  is  hard  er 
now:  A  survey  by  the  National  A 
ation  of  Tax  Administrators  show: 
tax  collections  in  more  than  half  t 
42  states  responding  fell  short  of  b 
forecasts  last  spring.  The  shortf; 
Minnesota,  for  instance,  was  13%.  I 
7.6%  in  Tennessee,  6.1%  in  Ohi< 
5.8%  in  Michigan.  Most  of  the 
holding  their  own  were  the  oil  ar 
producers  of  the  South  and  West.  C 
nors  are  freezing  payrolls  and  cho 
travel  and  other  nonessentials,  bi 
pinch  is  also  affecting  basics  like  s 
supplies  and  garbage  collections 
lone  consolation  is  that  the  crur 
giving  economy-minded  officials 
son  to  trim  away  some  of  the  fa 
local  governments  have  been  buildi 
in  recent  years. 
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Here's  important  information  from 

Merrill  Lynch  to  help  you  save 
money  on  your 1980  taxes. 


Just  published!  This  up-to-date  booklet  of  practical 
tax-saving  ideas  investors  can  use  right  now.  And  it's  free. 


39  Tax-Saving 
Ideas  for  r~ 
Investors  Eg 


■  c 

■  c 
■ 


ome  of  these  ways  to  save  on  taxes  are  simple  (but 
□u'd  be  shocked  at  how  many  investors  overlook 
iem. )  Some  are  more  complicated  and  require  care- 
ll  planning.  Some  apply  virtually  to  all  investors, 
lome  apply  only  to  investors  in  special  situations, 
ome  are  earmarked  for  investors  of  more  modest 
|ieans.  Others,  frankly  are  for  the  rich.  (But  they're 
tscinating!)  Whatever  your  investment  goals  and 
rategies,  this  booklet  can  help  save  you  a  lot  of  tax 
ollars.  And  Merrill  Lynch  would  like  you  to  have 
free. 

What  Will  You  Learn? 

ere  is  just  a  small  sample: 

The  simplest  way  to  reduce  your  tax  bill. 
The  right  way  to  handle  brokerage  commissions  on  your 

income  tax  form. 
Strategies  to  help  you  utilize  capital  gains  and  losses  to 

your  greatest  advantage. 
How  to  use  selling  short  and  put  options  to  defer  taxes. 
How  to  use  tax  switching  with  stocks  and  bonds  that  have 
paper  losses. 

The  IRS  "wash  sale"  rule— what  it  means  and  how  to 
avoid  it. 

How  to  offset  short-term  gains  by  taking  long-term  paper 
losses. 

How  to  establish  a  loss  from  worthless  securities  without 
selling  them. 

How  to  get  the  full  tax  benefits  from  a  charitable  gift  of 
securities. 

A  handy  tip  when  you  invest  in  corporations. 
How  to  be  sure  you  can  claim  the  full  interest  expense 

deduction  on  margin  loans. 
Tax-free  municipal  bonds. 
Deep  discount  bonds. 

What  to  do  promptly  when  you  receive  a  lump  sum  benefit 

from  a  pension  or  profit  sharing  plan. 
Various  retirement  plans  and  their  tax-saving  implications. 
A  tax-saving  lifesaver  if  you  work  for  a  non-profit 
organization. 

4  ways  for  middle-income  families  to  maximize  the  growth 

of  a  college  education  fund. 
The  pros  and  cons  of  tax  shelters  and  how  to  select  them. 

nd  much,  much  more. 


Of  course,  you  should  always  discuss  all  tax  mat- 
ters with  your  accountant  or  attorney.  But  won't  it 
help  to  discuss  them  more  knowledgeably?  Just  one 
tip  from  this  free  booklet  could  help  you  save  thou- 
sands of  dollars  in  taxes.  And  you'll  feel  good  about 
every  penny  you  save. 

Why  not  call  toll  free  or  mail  the  coupon  now  for 
your  free  booklet:  39  Tax-Saving  Ideas  for  Investors. 

Special  note:  Many  Merrill  Lynch  offices  will  be 
conducting  special  year-end  tax  strategy  seminars. 
Watch  for  local  announcements,  or  call  the  Merrill 
Lynch  office  nearest  you. 
Call  toll  free  Monday  through  Friday,  8:30  a.m. 

to  9  p.m.  Eastern  Time,  800-221-1840. 
In  New  York  City  and  State,  call  800-522-1880. 
In  Alaska  or  Hawaii,  call  the  Merrill  Lynch  office 
nearest  you. 

Mail  to: 
Merrill  Lynch 

P.O.  Box  399,  Bowling  Green  Station 
New  York,  NY  10274 

Please  send  me,  without  cost  or  obligation,  a  copy  of  your  new 
booklet,  "39  Tax-Saving  Ideas  for  Investors." 


Name. 


Address. 
City  


State  

Telephone: 
Home  


_Zip. 


Business. 


Merrill  Lynch  customers,  please  give  name  and  address  of 
Account  Executive: 
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Merrill  Lynch  ! 

Merrill  I. vnch  Pierce  P'enner  ^& Smith  Inc. 


Merrill  Lynch  Pierce  Fenner  ^& Smith  Inc. 
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THE 

CONDO  OPTION: 

BIT 

RIGHT  FOR  YOU? 

As  anyone  who  has  been  house  hunting  can  tell  you,  houses  are  expensive. 
They  can  also  be  costly  and  time-consuming  to  maintain.  As  a  result,  many 
people  are  turning  to  condominiums  as  an  affordable  alternative.  During  the 
last  decade,  the  total  number  of  condo  units  has  increased  nearly  tenfold,  to 
over  2  million  units,  and  most  experts  expect  the  condo  trend  to  continue. 

A  condominium  is  a  form  of  ownership  in  which  you  own  your  unit  as  well  as 
an  interest  in  the  common  property  and  community  facilities.  Condo  fees  are 
charged  to  each  owner  for  the  upkeep  of  the  common  property  and  payment  of 
other  common  expenses.  Condos  can  be  any  size  or  style,  including  apart- 
ments, townhouses  and  even  single  family  homes. 

The  list  of  condo  owners  includes  all  kinds  of  people— single  and  married, 
young  and  elderly,  with  and  without  children,  suburbanites  and  city  dwellers. 

The  children  of  the  post-war  baby  boom,  now  in  their  20s  and  30s,  are 
already  house  hunting  in  force,  or  will  be  soon.  With  higher  house  prices  and 
fewer  rental  units  available,  many  of  these  people  will  be  looking  at  condos. 

In  1979,  the  average  price  of  a  condo  was  about  $57,000,  compared  with 
about  $65,000  for  a  new  single  family  home.  And  the  resale  value  of  condos 
has  been  increasing  almost  as  quickly  as  the  resale  value  of  houses. 

Financing  a  condo  is  like  financing  a  house  in  most  respects.  Whether  you 
qualify  for  a  mortgage  depends  on  many  factors:  your  income,  your  credit 
history  and  the  prevailing  interest  rates. 

You  may  have  to  shop  around  a  little  more  for  condo  financing,  because 
not  every  lender  will  be  interested  in  making  a  loan  in  the  condo  community 
where  you  want  to  buy.  The  lender  is,  in  a  sense,  investing  in  the  whole 
condominium,  not  just  in  your  unit,  so  he  must  research  and  evaluate  the 
entire  project.  It  may  not  be  worth  the  time  and  expense  for  only  one  loan. 

That's  where  we  come  in.  We're  Fannie  Mae,  the  Federal  National  Mortgage 
Association.  Since  1974,  we've  been  involved  in  the  condo  market,  helping 
lenders  establish  criteria  for  condos  and  even  doing  some  of  the  evaluation 
for  them.  And  of  course  we  buy  mortgages  on  condo  units,  thus  making  more 
funds  available  for  home  buyers  who  choose  the  condo  alternative. 


WHAT  IS  A 
CONDOMINIUM? 


WHO'S 
BUYING  CONDOS? 


COST  AND 
RESALE  VALUE 


FINANCING 
A CONDO 


OUR  ROLE 


ADVANTAGES  AND 
DISADVANTAGES 


Before  you  buy  into  a  condo,  weigh  the  advantages  and  disadvantages. 
Owning  a  condo  unit  entitles  you  to  all  the  tax  benefits  of  homeownership: 
your  mortgage  interest  payments  and  property  tax  can  be  deducted  from  your 
taxable  income.  And  you're  relieved  of  many  responsibilities:  the  condo's 
management  company  usually  maintains  the  exterior  of  the  building  and 
grounds. 

But  remember,  condos  aren't  for  everyone.  Despite  individual  owner- 
ship of  the  units,  you're  only  one  of  many  voting  members  in  the  condo 
community.  The  majority  rules  on  such  matters  as  whether  pets  are  allowed 
and  what  alterations  you  can 
make.  You  have  to  be  pre- 
pared for  the  compromises 
that  go  along  with  condo- 
minium living. 


Condos  range  in  style  from  town-        ~~  _____ 

houses  like  these  in  Birmingham, 
Alabama,  to  high  rises  such  as  Marina  City 
in  Chicago.  Condos  are  often  less  expensive  than  single  family  homes. 


QUESTIONS 
WORTH  ASKING 


WHAT  IS 
FANNIE  MAE? 


Condo  ownership  can  be  somewhat  more  complex  than  home  ownership. 
So  ask  a  lot  of  questions  about  how  the  condominium  is  managed,  about  the 
builder's  reputation,  about  the  quality  and  condition  of  the  plumbing,  electrical 
and  heating  systems.  Make  sure  the  condo's  budget  provides  an  adequate 
reserve  fund  for  unexpected  major  expenses  (a  leaky  roof,  a  bad  furnace,  etc.). 

It  is  a  good  idea  to  have  a  knowledgeable  attorney  go  over  the  key 
legal  documents  with  you.  You  don't  want  to  be  surprised  after  you've  signed 
on  the  dotted  line. 

Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder- 
owned  corporation  which  helps  meet  people's  housing  needs  by  supplying 
money  to  the  home  mortgage  industry.  We  do  not  make  loans  directly  to  con- 
sumers. But  by  purchasing  mortgages  from  local  lenders,  we  replenish  their 
funds  for  further  lending. 

Since  becoming  a  private  corporation  in  1968,  Fannie  Mae  has 
invested  in  housing  for  more  than  three  million  American  families.  Federal 
National  Mortgage  Association,  3900  Wisconsin  Avenue,  N.W.,  Washington, 
D.C.  20016. 


FANNIE  MAE  America's  Mortgage  Resource 


W  Reis  of  New  Haven 

w  has  made  corporate . 

ties  for  Peugeot, 
Budd,  Gates  Learjet 
fl§        W    Republic  National  Bank 
as  well  as  other  large 
and  smaller  companies 
and  associations. 

$  The  Corporate  Tie. 

The  ties  are  custom- 
*    designed  and  woven 
\  with  your  company's  logo 

j  ,      or  symbol.  Color  range  is 

^  virtually  limitless. 

Minimum  order:  1 5  dozen. 

Call  or  write  Pamela  Reis 
Dept.  F. 
at  Reis  of  New  Haven, 
5t  York  Industrial  Center, 

West  Haven,  Conn.  065 1 6 
203-932-2231  or  at 
Ten  Park  Avenue, 
New  York,  NY  10016 
212-683-0678 


Fbllovv^Through 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York.  N.Y.  10011 


ATTACH  M  AGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  i 


New  Address: 


City 


Zip 


Date  of  Address  Change 


F-4826 


The  billion  dollar  target 

The  name-change  told  it  all.  A  S3  billion 
petrochemical  complex  in  southwestern 
Iran  that  had  started  out  named  Bandar 
Shahpur  (The  Shah's  Portl  had  by  last  fall 
become  Bandar  Khomeini — and  it  was  in 
deep  trouble.  A  ioint  venture  of  Iran's 
National  Petrochemical  Co.  and  Mitsui, 
Japan's  second-largest  trading  company, 
the  sprawling  plant  was  85%  completed 
but  faced  cost  overruns  of  SI  billion  and 
construction  had  been  halted  in  the 
wake  of  the  Imam's  revolution  (Forbes, 
Oct  15,  1979). 

Big  as  the  mighty  Japanese  company  is 
($38  billion  in  sales),  this  was  more  than 
even  Mitsui  could  handle.  Obviously, 
Iran  was  not  going  to  be  much  help,  so 
Mitsui  was  begging  Tokyo  to  make  the 
layout  a  "national  project"  and  bail  it 
out.  With  grave  misgivings,  the  Japanese 
government  finally  agreed  to  ante  up 
$100  million.  Tokyo's  hesitancy  arose 
because  in  its  view  Mitsui  had  been  over- 
ly independent  and  hasty  in  launching 
the  venture.  (It  spent  only  three  years 
studying  its  feasibility,  for  instance,  un- 
seemly haste  by  Japanese  standards.) 
Moreover,  two  other  huge  Japanese  trad- 
ing companies,  Mitsubishi  and  Sumi- 
tomo, were  also  planning  giant  petro- 
chemical plants  in  Saudi  Arabia  and  Sin- 
gapore, both  currently  more  stable  than 
Iran.  Tokyo  eventually  went  along  be- 
cause of  its  desperate  need  for  oil.  It  was 
then  getting  17%  of  its  petroleum  from 
Iran.  (Tokyo  later  joined  the  U.S.  boycott 
of  Tehran's  oil.)  With  the  government's 
new  money,  the  Japanese  workers  who 
had  fled  returned,  and  work  resumed. 

The  next  and  perhaps  final  blow  fell  a 


few  weeks  ago  when  Iraq  elevatec 
border  skirmishing  into  full-blown 
against  the  Imam's  country.  The  n 
targets,  of  course,  were  Iran's  oil  inst 
tions.  Air  bombing  being  what  it  is,  | 
ever,  Bandar  Khomeini  got  its  share) 
first,  the  cross-fingered  hope  was 
the  Iraqi  pilots  had  simply  made  a 
take,  and  at  Mitsui's  urging,  Tc 
asked  Baghdad  to  take  Bandar  Khorti 
off  its  target  lists.  Within  a  week,  Tq 
and  Mitsui  knew  the  first  attack 
been  no  accident.  The  bombers  cj 
back  and  this  time  reportedly  zeroei 
on  the  heart  of  the  complex,  a  300,( 
ton  ethylene  plant. 

That  was  enough  for  the  Japanese 
ing  at  Bandar  Khomeini,  and  they  M 
swiftly  evacuated  to  presumably 
quarters  in  Tehran.  The  question  no1 
whether  that  proves  only  a  way  sta| 
on  a  final  trip  home.  No  one  cani 
what  or  even  whether  the  unbuilt  15*3 
Bandar  Khomeini,  to  say  nothing 
what  the  Iraqi  bombers  wiped  out, 
ever  come  on  stream.  From  all  si) 
Mitsui  and  Tokyo  stand  to  lose  mi 
more  than  face.  Perhaps  the  Japaj 
have  now  learned  that  Khomeini's  Ira 
as  bad  a  bet  for  them  as  it  is  for 1 
Americans. 

Outlet  on  the  air 

Is  the  86-year-old  Outlet  Co.  of  Prl 
dence,  R.I.  a  retailer  that  diversified 
broadcasting  or  vice  versa?  Histories 
it  began  as  a  retailer  and  didn't  open 
first  radio  station  until  1922,  but  by 
year  its  president  and  chief  execut 
Bruce  G.  Sundlun,  was  calling  it  a  gr 
broadcaster  (Forbes,  Nov.  12,  19^9) 


Outlet  Co.  President  Bruce  G.  Sundlun 
Out  of  the  store  and  into  the  studio. 
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THE  CORPORATE  TRUSTEE 
ENDURANCE  TEST 


DURABILITY: 

When  picking  a  corporate  trustee 
for  a  bond  issue— whether  you're 
a  corporation  or  municipality- 
pick  carefully.  Because  you're 
going  to  have  to  live  with  that 
trustee  a  long  time. 

Manufacturers  Hanover  is  one 
of  the  nation's  largest  and  most 
experienced  bond  trustees.  We 
have  the  expertise  to  anticipate 
problems  before  you  even  close 
the  issue.  By  identifying  trouble 
spots  early,  everything  will  run 
more  smoothly.  Year  after  year. 

SUREFOOTEDNESS: 

As  corporate  trustee, 
Manufacturers  Hanover  moves 
quickly  in  handling  the  day-to-day 
administrative  tasks  of  over- 
seeing a  bond  issue. 

We  consistently  meet  the 
NYSE  and  SEC  requirements  for 


the  prompt  transfer  of  certificates 
from  seller  to  buyer.  With 
TR ANSI FAC,SM  our  electronic  nerve 
center,  each  entry  of  data  is 
"key  verified"— entered  twice  by 
two  different  operators  and  then 
compared  automatically  by 
computer.  It's  the  most  accurate 
bondholder  record-keeping 
system  available. 

ADAPTABILITY: 

If  a  new  or  unusual  change 
suddenly  affects  your  company, 
Manufacturers  Hanover  reacts 
quickly  in  interpreting  and  an- 
alyzing indenture  provisions. 
We  know  the  alternate  ways 
of  handling  many  situations 
to  help  ensure  the  continued 
workability  of  the  issue. 

SENSE  OF  DIRECTION: 

Our  operations  center  is  located 
in  the  heart  of  Wall  Street,  where 


most  security  trades  take  place— 
a  location  that  facilitates  the 
issuance  and  transfer  of  certifi- 
cates for  both  you  and  your 
bondholders. 

DETERMINATION: 

No  corporate  trustee  is  more 
committed  to  service  than 
Manufacturers  Hanover.  In  addition 
to  your  own  individual  account 
officer,  a  backup  officer— familiar 
with  the  requirements  of  your 
account— is  ready  to  help  you. 
Anytime. 

If  you  want  a  corporate  trustee 
who  can  meet  every  test,  talk  to 
Manufacturers  Hanover.  For  more 
information  on  our  whole  range  of 
indenture  trusteeship  services,  call 
Joseph  Linger,  Vice  President,  at 
(212)  623-7542.  Or  write  us  at  40 
Wall  Street,  New  York,  N.Y  10015. 


IF  YOUR  TRUSTEE  CANT  PASS  IT, 
TALK  TO  MANUFACTURERS  HANOVER. 


A  working  guide  for 
reaching  the  working  woman. 


Earning  their  bread 
instead  of  baking  it. 


Everybody  knows  that  working 
women  are  growing  in  number  and 
in  importance.  That  they're  making 
more  money  And  spending  it  on 
everything  from  convenience  foods 


to  cars.  With  46%  of  all  married 
women  at  work,  the  "two-paycheck 
family"  is  becoming  more  and  more 
common.  And  the  number  of  single 
income  families  headed  by  women 
is  rising,  too.  Advertisers  have  quickly 
realized  it:  there's  a  new  market  out 
there.  A  new  market  too  large  and 
too  important  to  be  ignored. 

The  woman  of  the  house: 
not  what  you  expected. 

She's  not  the  housewife  you 
formerly  talked  to.  In  fact,  she's 
not  the  same  working  woman 
you  talked  to  five  years  ago. 

Statistics  say  that  today  she's 
wiser,  more  responsible  and 
independent  than  she  was  in  the 
mid-seventies.  She  also  reads 
more  books,  sees  more  movies, 
and  owns  more  stocks  than 
her  non-working  counterpart. 
She  spends  more  money,  too. 
As  much  as  $40  more  a  week 
on  groceries,  for  one 


example — and  there  are  a  million 
more.  She's  today's  working  woman, 
who  thinks  differently  does  different 
things— and  has  to  be  reached  in 
a  different  manner. 

Daytime  tv  might  be 
leaving  you  in  the  lurch. 

If  you  want  to  reach  today's 
most  active  consumer,  you  want  to 
reach  today's  working  woman.  But 
the  question  these  days  is,  how? 
Traditional  media,  such  as  daytime 
tv,  clearly  skip  all  nine-to-five 
workers.  Good  prime-time  tv  is  as 
hard  to  fit  in  the  budget  as  it  is  to  find. 
And  the  new  magazines  aimed  at 
working  women  don't  deliver  a  big 
enough  audience.  You  can't  afford 
not  to  reach  this  swelling  new  market, 
however.  Economists  are  already 
telling  advertisers  it  will  become  even 
more  important— and  larger— in  the 
decade  to  come. 


TV  Guide:  the  magazine  that 
works  with  working  women. 

Look  at  the  chart.  TV  Guide 
alone  reaches  more  than  30%  of  the 
total  working-woman  market.  That's 
more  full-time  and  part-time  workers 
than  any  other  magazine.  It's  no 


Working  Women 

Total 

% 

(000) 

Gov. 

TV  GUIDE 

11.861 

30.9 

Reader's  Digest 

11.067 

28.8 

Good  Housekeeping 

9.010 

23.5 

Woman's  Day 

8.836 

23.0 

Better  Homes 

8.733 

22.8 

Family  Circle* 

8.349 

21.8 

McCall's* 

7,978 

20.8 

Ladies'  Home  Journal* 

6.743 

17.6 

Redbook* 

5.462 

14.2 

Source  1979  SMRB  'Weighted  (o  reflect  latest  announced  rate 
base  reductions. 

wonder  that,  to  reach  the  working- 
woman  market,  more  and  more 
advertisers  are  turning  to  the 
magazine  that  also  reaches  your 
other  major  markets— with  a  speed 
no  other  magazine  can  match.  Sell  to 
America  in  America's  best  selling 
magazine. 


America  reads  TV  Guide. 


TV  Guide*  and  the  TV  Guide  logo  are  registered  trademarks  of  Thangle  Publications.  Inc. 


TRIANGLE  PUBLICATIONS.  INC 


Follovv-Th  rough 


I 


the-air  business  then  mustered  six  ra- 
and  four  TV  stations  and  it  was  nego- 
ing  for  one  more  of  each.  The  bulk  of 
iollai  business  still  came  from  its  161 
artment  and  specialty  stores  but  59% 
ts  operating  profits  were  from  radio 
TV. 

he  question  of  counters-or-kilocycles 
i  settled  once  and  for  all  this  month 
;n  Sundlun  put  the  final  touches  on  a 
:  of  91  Outlet  retail  operations  to 
ited  Department  Stores,  a  private 
lpany  based  in  Trenton,  N.J.  The  cash 
i  will  produce,  $44.7  million,  will  go 
>ffset  the  debt  incurred  in  purchasing 
icramento,  Calif.  TV  station  last  May 
$65  million.  Outlet,  Sundlun  says, 
"reached  the  limit  of  its  borrowing 
acity,"  adding  that  "we  didn't  feel  we 
Id  continue  to  ride  two  horses."  It 
.n't  hard  to  see  which  was  the  lead 
se.  During  the  first  six  months  of  the 
rent  year,  Outlet  had  $11.2  million  in 
|:ax  earnings  from  its  $29.4  million  in 
|jadcasting  revenues;  it  lost  $8.7  mil- 
on  retail  operations, 
undlun  isn't  giving  up  on  retailing, 
rever.  The  sale  to  United  leaves  him 
h  74  specialty  stores  and  they  have 

1  the  moneymakers.  Last  year,  for 
ance,  while  Outlet's  department- 
e  chain  generated  just  $26,000  in  pre- 
profits,  the  specialty  stores  produced 

million  (and  broadcasting  turned  in 

2  million). 

he  future,  Sundlun  makes  clear,  lies 
the  air.  (He  is  air-minded  in  other 
's:  A  lawyer  and  World  War  II  bomber 
>t,  he  is  chairman  and  principal  stock- 
ier of  Executive  Jet  Aviation,  a  Co- 
ibus,  Ohio  leasing  firm.) 
•utlet's  on-the-air  operations,  which 
an  on  the  top  floor  of  its  Providence 
e,  are  now  housed  in  a  new  $7  mil- 
i  broadcast  center  in  that  city.  The 
apany  now  has  five  TV  and  seven 
o  stations  and  federal  rules  will  let  it 
on  two  more  TV  stations  (in  the 
ahigh  frequency  band)  and  seven 
e  sets  of  radio  call  letters.  "We  will 
looking  for  more  broadcasting  sta- 
is,"  Sundlun  says,  and  future  diversi- 
tion  will  be  in  TV  commercials  and 
'ramming.  Also  on  the  search  list  will 
what  Sundlun  calls  "an  upstream 
'ger"  and  that  will  be  for  the  full  value 
Xitlet's  properties.  The  broadcasting 
lities,  he  notes,  are  on  the  books  at 

3  million  and  are  probably  worth 
:e  times  that  figure. 

/all  Street  is  tuned  in.  A  year  ago, 
:let's  slow-moving  common  was  rat- 
?y  the  market  at  about  $70  million, 
than  the  value  of  TV  stations  alone. 
:  day  after  Sundlun  announced  the 
■off  and  the  increased  emphasis  on 
idcasting,  the  stock  jumped  2lA. 


COMPANIES 
WHO  KNOCK  ONCE 
WILL  KNOCK  AGAIN  AND  AGAIN. 


We  didn't  say  it.  independent  research  did. 


An  independent  market  research 
team  in  an  in-depth  nationwide  survey 
addressed  to  management,  revealed  the 
following  8  out  of  every  1 0  companies 
come  back  to  Dunhill  Personnel  after  the 
first  hire.  The  basic  reason  they  gave 
was,  "Dunhill  sends  us  qualified 
candidates". 

The  Dunhill  Personnel  System  for  re- 
cruiting and  placement  sets  us  apart 
from  other  recruitment  organizations.  It's 
our  skilled  staff  of  consultants  trained  to 
accept  only  the  few  and  the  qualified. 


And  it's  the  way  we  get  to  know  you  and 
your  business  beforehand.  Together, 
they  work  for  you.  If  they  didn't,  why 
would  8  out  of  every  1 0  companies  come 
back  to  us  again''  And  again ! 


The 
Dunhill 


WE  MAKE  YOUR  HIRING  JOB  EASIER 


The  National  Personnel  System  /  Over  300  Offices  In  North  America 


THE  DAYS  YOU 
INVEST  AT  OUR  SPA 
COULD  ADD  YEARS 

TO  YOUR  LIFE. 

In  just  a  few  days,  the  time  you  invest  at  The  Spa  at  Palm-Aire  will  begin  to  pay  off. 
You'll  see  a  better  way  of  life.  You'll  be  massaged  and  relaxed.  You'll  dine  on 
gourmet  recipes  and  still  lose  weight.  You'll  go  home  with  a  fitness  and 
self-maintenance  program  designed  just  for  you  that  could  add  year^^^. 
to  your  life.  The  Spa  at  Palm-Aire,  for  men  and  women,  1500  ^£w§B^k 
acres  of  golf,  tennis,  a  luxury  hotel  and  new  life.  It's  a 

See  your  travel  agent.  Send  the  coupon,  or  call  Hotel  Sales  Sfi^Jl^v 
and  Marketing  800-3274960  (toll  free)  li"  |  '\W 

305-972-3300  (Canada  or  Florida).  ^^H" '  WF 


One  of  the  world's  great  spas  is  in  Florida. 
The  World  of  Palm-Aire,  Dept.  21187,  2501  Palm-Aire  Dr.  North 
Pompano  Beach,  FL.  33060 

Name  


Address, 
City  


State 


Zip 


1  am  interested  in  Spa  Plans      i  I  Golf  Vacations      I  I  Meetings 


.BES,  NOVEMBER  10,  1980 
^<l^__ 


17 


Readers  Say 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 

NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CAFtONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


i  m 

INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  278-279 
of  this  issue  for 

Forbes 

Classified 


Can't  scare  'em  to  death 

Sir:  It  would  be  very  nice  if  We  could 
scare  an  enemy  to  death  by  building  B-l 
bombers  and  Trident  submarines  and  the 
like.  I  unfortunately  failed  to  see  any 
enemy  during  two  Vietnam  tours  of  duty 
who  had  died  from  fright.  Their  death 
required  physical  effort. 
—Julian  Rigdon 
1SG  USA  Ret., 
Radcliff,  Ky 


Organized  crime  (cont.) 

Sir:  I  hope  this  series,  by  James  Cook, 
will  begin  to  wake  up  our  Justice  and 
Treasury  departments.  I  really  feel  this  is 
a  sad  state  of  affairs,  and  it's  time  some 
focus  is  being  put  on  it. 
— Rand  V  Araskog 
Chairman  and  Chief  Executive, 
International  Telephone  & 

Telegraph  Corp. 
New  York,  NY 

Sir:  A  difficult  and  perhaps  even  danger- 
ous story  to  research.  Well  done. 

—Robert  E.  Gehrt 
Assistant  to  Vice  President, 
Public  Relations. 

The  Atchison.  Topeka  and  Santa  Fe 
Chicago,  III. 

Sir:  I  hope  others  will  write  and  publish 
articles  so  that  the  subject  never  leaves 
the  minds  of  Americans. 
—William  R  Hunt 

Waco,  Tex. 

Sir:  In  view  of  the  shambles  we  have  in 
the  economy,  government,  the  schools, 
churches,  TV,  the  arts,  the  Pentagon,  et 
cetera,  it  is  comforting  to  know  that  we 
still  have  one  thing  left  that's  organized. 
—Arch  Napier 
Tucson.  Ariz. 


They  take  the  cream 

Sir:  The  article  "Running  a  hospital  is  no 
different  from  running  a  store"  (Sept  29) 
suggests  Mr.  Earner  makes  a  profit  in  the 
hospital  business  by  exercising  better 
management  than  not-for-profits. 

Frankly,  it  argues  the  opposite.  Nation- 
al Medical  Enterprises,  Inc.  "enhances 
profits  by  owning  hospitals  in  distinctly 
upscale  neighborhoods."  But  someone 
must  take  care  of  the  less  "upscale"  sick 
and  injured.  NME  also  has  chosen  the 
easy  way  out  by  not  offering  "labor  in- 
tensive, and  less  profitable,  health  ser- 
vices," including  emergency  room  care, 
brain  surgery,  etc. 


Most  hospitals  do  not  have  that  luxi 

—David  W.  Gitch 
Executive  Director, 
St.  Paul-Ramsey  Medical  Center 
St  Paul.  Minn 


Golden  money 

Sir:  Your  so-called  gold  expert,  Cha 
Stahl  (Sept  29),  claims  that  if  the  l| 
were  on  a  gold  standard,  the  "Sov 
would  not  have  to  go  to  war  to  conql 
the  Free  World.  They  could  buy  us  oi 
Gold  in  the  hands  of  foreigners  coulo 
possibly  hurt  the  U.S.  one  bit.  A  10 
honest  gold  standard  would  mean  t 
money  is  gold.  If  people  want  to  bl 
their  gold  over  here  to  buy  buildit 
fine.  We  could  just  take  their  gold  i 
buy  their  buildings. 
— Kenneth  J.  Gerbino 
Chairman. 

American  Economic  Council 
Washington,  D  C. 


We  must  learn  English 

Sir:  I  could  not  agree  with  you  ml 
concerning  your  comment  about  bi] 
gual  education  (Fact  and  Comment.  C 
13)  and  neither  can  the  majority  of 
Spanish-speaking  people  in  this  coun 
Unfortunately,  the  white  elephant  t 
is  feeding  from  this  absurd  method 
education  is  too  powerful  for  us  the  h 
panics  to  knock  down.  As  you  put 
opportunity  does  abound  in  this  counl 
but  when  the  opportunity  knocks 
must  answer  in  English. 
— Filiberti  >  /•'<  ■>  nai  idez 
Lowell,  Mass 


No  winners 

Sir:  You  say  in  your  piece  entitled  " 
member  When  Bomb  Shelters  Were 
Bloom?"  (Fact  and  Comment,  Oct. 
"There'll  be  no  winners  in  an  ator) 
wipeout,  but  those  who  have  the  m 
survivors  will  be  in  charge." 

Of  what? 
— Adam  /.inter 
Los  Angeles,  Calif. 


Stimulating  investment 

Sir:   Re  dividend  reinvestment  ph 
"Off  The  Street,"  Sept.  15)  and  their 
creasing  popularity.  Legislation  now 
fore  Congress  would  allow  individuals 
defer  federal  income  taxes  on  up 
$1,500  per  year  on  reinvested  dividen 
This  legislation  (H.R.654  and  S.  1543)  ] 
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[ENGELHARD] 

FINE  SILVER  BARS 


Available  in  \-oz.}  10-oz.,  \00-oz.,and  \-Kilo  sizes  —  Only  through  independent  dealers 


Now  you  can  buy  quality 
silver  bars  manufactured  by 
Engelhard.  Every  Engelhard  silver 
bar  is  .999+  fine  silver  and  is 
embossed  with  its  individual 
serial  number  and  carries 


the  {Engelhard)  mark 


You  can  buy  Engelhard's 
fine  silver  bullion  from 
independent  dealers,  but  you 
should  know  the  dealer  from 
whom  you  buy  Call  Engelhard 
directly  at  (800)  526-7680  (in  New 
Jersey,  (800)  272- 1041)  for 


additional  information.  Now  you 
too,  can  own  Engelhard  silver 
bullion 


ENGELHARD   INDUSTRIES  DIVISION 


An  equal  opportunity  employer 


The  Bronco  Buster 

Frederic  Remington's 
first  and  most  dynamic  bronze 


Cast  full  size 
from  a  Remington  Original. 

Each  bronze  hand  made  and  hand 
f  inished  to  completion 
with  its  quality  guaranteed. 

Limited  Edition 
Offering  Price  $2,000 

Jbdisi  ubs  The  Bronco  Buster 
or  other  Remington  Bronzes  contact: 

Americana 


house  of  fine,  art  1 


One  Bunker  Hill 
601  West  Fifth  Street 
Los  Angeles,  California  90017 
telephone:  800-421-8033  213-623-1083 
Major  Credit  Cards  Honored 
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i  Speak  Spanish 
like  a  diplomat ! 


What  sort  o(  people  need  to  learn  a 
foreign  language  as  quickly  and  effec- 
tively as  possible?  Foreign  Service  per- 
sonnel, that's  who.  Members  of 
America's  diplomatic  corps  are  assign- 
ed to  U.S.  embassies  abroad,  where 
they  must  be  able  to  converse  fluently 
in  every  situation. 

Now  you  can  learn  to  speak  Spanish 
Just  as  these  diplomatic  personnel  do- 
with  the  Foreign  Service  Insti- 
tute's Programmatic  Spanish  Course. 

The  U.S.  Department  of  State  has 
spent  tens  of  thousands  of  dollars  de- 
veloping this  course.  It's  by  far  the 
most  *  ltd  live  w.iy  to  learn  Spanish  at 
your  own  convenience  and  at  your  own 

pace 

The  Programmatic  Spanish  Course 
consists  of  a  series  of  tape  cassettes 
and  an  accompanying  textbook.  You 
simply  follow  the  spoken  and  written 
Instructions,  listening  and  repeating. 
By  the  end  of  the  course,  you'll  find 
yourself  learning  and  speaking  entirely 
in  Spanish! 

This  course  turns  your  cassette 
player  into  a  "teaching  machine."  With 
Its  unique  "programmatic"  learning 
method,  you  set  your  own  pace- 
testing  yourself,  correcting  errors,  rein- 
forcing accurate  responses. 


\  auDia-f aiaum  ,0°" 


The  FSI's  Programmatic  Spanish 
Course  comes  in  two  volumes.  You 
may  order  one  or  both  courses: 

I  I  Volume  I,  Basic. 

(1 1  cassettes,  16  hours),  instructor's 
manual  and  464-page  text,  $115 
I  I  Volume  II,  Intermediate. 

(8  cassettes,  HV2  hours),  instruc- 
tor's manual  and  614  page  text,  $98 
(New  York  residents  add  sales  tax.) 
Your  cassettes  are  shipped  to  you  in 
handsomo  library  binders. 
TO  ORDER,  JUST  CLIP  THIS  AD  and 
mail  with  your  name  and  address,  and  a 
check  or  money  order.  Or,  charge  to 
your  credit  card  (American  Express, 
VISA,  Master  Charge,  Diners  Club)  by 
enclosing  card  number,  expiration 
date,  and  your  signature. 

The  Foreign  Service  Institute's 
Spanish  course  is  unconditionally 
guaranteed.  Try  it  for  three  weeks.  If 
you're  not  convinced  it's  the  fastest, 
easiest,  most  painless  way  to  learn 
Spanish,  return  it  and  we'll  refund 
every  penny  you  paid!  Order  today! 

Many  other  FSI  language  courses 
also  available.  Write  us. 

Audio  Forum 
Dept.  836 
145  East  49th  St 
New  York,  N  Y.  10017 
(212)753-1783 


Readers  Say 


the  bipartisan  support  of  over  1 00 
pressmen  and  13  senators  and  woul) 
all  likelihood,  more  than  double  the 
ticipation  in  existing  plans.  This  st 
lant  would  provide  increased  fundi 
U.S.  capital  investment,  thereby  imi 
ing  the  nation's  productivity  and  he] 
ameliorate  the  problem  of  inflation. 
—James  M  Dunn  Jr. 
Vk  c  President  6  Treasurer, 
General  /('/(phone  &  ElectronU  Corp 
Stamford,  Conn 


Disguised  payroll 

Sir:  A  certain  article  that  appcare 
August  1979,  "It's  like  trying  to  st 
lava  flow,"  indicates  that  "people  w 
mg  for  the  federal  bureaucracy  still  j 
in  numbers — big  numbers."  The  Bu 
of  Labor  Statistics  publication  Em 
ment  and  Earnings,  August  1980,  n 
that  during  the  13-year  period  begin 
in  1967  and  ending  in  1979,  federal 
ployment  varied  from  a  minimur 
2.66  million  to  a  maximum  of  2.77 
lion — a  net  change  of  1 10,000. 
— Elliott  A  Bnowar 
Regional  Commissioner, 
r  s  Department  of  Labor 

Kansas  City,  Mo 

Reader  Browar's  figures  do  not  fake 
account  the  explosive  growth  of  so-ct 
indirect  employees,  ivhose  fobs  depend 
tirety  oti  federal  contracts,  grants,  etc 
National  Journal  a  highly  respected  pi 
cation  on  politics  and  government,  not 
vear  ago  that  "Of  the  estimated  8  mil 
indirect  employees,  perhaps  3  million 
work  that  federal  employees  would  hat 
do  themselves  if  tlx-  government  couldit 
for  outside  help.  " — El). 


How  they  will  guess 

Sir:  Re  your  crystal  ball  contest 
You're  So  Smart,  Here's  $10,000," 
and  Comment,  Oct.  27).  It  would  be  ir 
esting  to  see  the  consensus  forecast  5 
readers  come  up  with.  My  guess  is  yi 
have  a  large  group  of  responses 
simply  run  a  10%  to  15%  compour 
inflation  rate  through  most  of  the  n 
berSj  and  a  smaller  but  significant  gr 
who  show  substantially  deflated  n 
bers  (except  for  huge  unemployment 
a   soaring  mental-patient  populate 
and  an  even  smaller  but  not  enti 
insignificant  group  who  in  one  wa' 
another  fail  to  understand  the  excr 
altogether. 
— Andrew  '/abuts 
New  York,  N.Y. 
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"They  want  us  to  order  1,500  older  goats?" 

No,  not  older  goats  —  overcoats.  But  due  to  a  hastily  written  phone  message,  a  lot  of 
busy  people  will  spend  a  lot  of  unnecessary  time  clearing  up  all  the  confusion. 

Scenes  like  this  are  one  reason  many  of  today's  more  innovative  companies  are  turn- 
ing to  "voice  mail"  to  streamline  their  internal  communications. 

Voice  mail?  That's  simply  a  system  which  adds  a 
telephone  answering  unit  to  the  phones  at  key  people's  desks.  So 
when  they're  away,  callers  can  still  leave  a  message  —  in  their  own 
words  -  and  not  have  to  spend  the  time  or  money  to  call  back. 

With  the  world's  largest  and  most  respected  line 
of  telephone  answering  equipment,  we've  got  plenty  of  answers 
about  voice  mail.  For  the  name  of  your  nearest  dealer,  call  800- 
547-4683  toll  free  (in  Oregon,  Alaska  or  Hawaii,  (503)774-1 104). 

CODE-4-PHONE 

America's  getting  the  message. 

Model  3500  shown  above,  suggested  retail  $550.  Olher  models  from  $1  W.95. 
Code-A-Phone*  is  a  registered  trademark  of  Ford  Industries,  Ine.,  5001  S.E.  (ohnson  Creek  Blvd.,  Portland,  Oregon  97222,  Printed  in  U.S.A. 


Countering  Political 


To  meet  a  growing  need  for  protection 
against  losses  due  to  unexpected  acts  of 
foreign  governments,  multinational  com- 
panies headquartered  both  in  the  United 
States  and  abroad  are  turning  increasingly 
to  political  risk  insurance* 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


In  recent  years,  assets  of 
multinational  companies  have  been 
effectively  seized  by  at  least  25 
countries— either  through  national- 
ization, expropriation  or  some 
form  of  contract  repudiation.  Most 
of  these  countries  are  in  the  areas 
having  the  greatest  potential  for 
foreign  investment.  The  tempta- 
tion to  resort  to  such  seizures  may 
well  grow  where  nationalism  and 
national  rivalries  intensify  and  as 
less-developed  countries  pile  up  a 
heavy  burden  of  foreign  debt. 

Moreover,  changes  in  govern- 
ments through  violent  upheavals 
have  become  a  feature  of  the  mod- 


ern world.  One  result  is  that 
multinational  companies  have  be- 
come increasingly  sensitive  to  the 
political  dangers  in  foreign  invest- 
ment and  trade  (U.S.  overseas  in- 
vestments alone  are  now  estimated 
at  more  than  $200  billion). 

Political  risk  has  been  defined 
as  the  uncertainty  stemming  from 
unexpected  acts  of  a  government  or 
government  entities-acts  some- 
times arbitrary  and  discriminatory 
in  nature-which  could  result  in 
substantial  financial  loss  to  a  for- 
eign-owned business  with  assets  in 
the  country. 

Whether  the  government  is 


recognized  (ck  jure)  or  has  seized 
power  ( ae  facto ) ,  there  is  usually  no 
meaningful  recourse  against  such 
acts  through  international  law  on 
otherwise.  But  steps  can  be  taken  to 
reduce  the  probability  of  loss. 

Sharing  the  risks 

One  such  precaution  is  sharing 
ownership  in  a  foreign  investment 
with  local  interests,  since  those 
interests  would  also  be  adversely 
affected  by  a  government  takeover. 
Or  a  firm  may  diversify  so  as  not  to 
be  totally  dependent  on  production 
in  a  given  nation— for  example,  by 
maintaining  facilities  in  other|U? 
countries  capable  of  substituting 
for  a  threatened  plant.  But  many 
have  turned  to  political  risk  insur 
ance  as  the  surest  protection. 

The  most  drastic  form  of  politi- 
cal risk  is  outright  expropriation, 
whereby  a  host  country  deprives  a 
foreign  company  of  its  assets  and 
rights  of  ownership.  These  assets 
can  be  both  fixed,  such  as  a  factory, 
and  mobile,  such  as  earth-moving 
equipment  intended  for  re-export 
after  completion  of  a  project.  They 
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can  also  be  financial,  such  as  funds 
in  a  foreign  bank  account. 

Although  expropriation  may 
be  accomplished  overnight,  what  is 
known  as  "creeping  expropriation" 
is  becoming  more  prevalent.  This 
involves  a  series  of  measures,  such 
as  escalating  taxation,  aimed  at 
making  ownership  progressively 
more  unrewarding  until  the  owner 
has  been  divested  of  all  benefits  and 
is  ready  to  abandon  the  property.  A 
similar  technique  is  sometimes  ap- 
plied to  contracts  for  services  pro- 
vided by  a  foreign  company,  in 
which  the  terms  and  conditions  are 
unilaterally  changed  to  the  detri- 
ment of  the  company. 

Missing  imports 

Political  maneuvers  can  also 
result  in  non-shipment  of  imports 
and  exports  previously  contracted 
for.  A  U.S.  manufacturer,  for  ex- 
ample, may  be  unable  to  fulfill 
prior  domesticcommitments  when 
a  country  of  export  revokes  the 
export  license  for  a  shipment  of  raw 
materials,  or  when  such  a  shipment 
is  confiscated  by  a  government 
agency.  As  a  result,  the  manufac- 


turer incurs  both  pre-shipment  and 
post-shipment  losses. 

Inconvertibility  of  currency  is 
another  risk.  The  host  country  may 
prevent  the  transfer  of  funds  from 
the  local  currency  into  the 
company's  national  currency.  And 
companies  required  to  post  an  on- 
demand  bond  or  letter  of  credit  as  a 
condition  for  doing  business  in  a 
foreign  country  may  find  that  the 
host  government  has  decided  to  call 
the  full  amount,  without  recourse, 
for  political  reasons. 

An  ear  to  the  ground 

Clearly,  the  risk  of  such  meas- 
ures being  put  into  effect  varies 
greatly,  not  only  from  country  to 
country,  but  from  one  time  period 
to  another,  so  that  accurate  current 
assessments  of  conditions  in  the 
world's  nations  can  be  important  to 
businesses  with  interests  abroad. 
Where  risk  levels  appear  either 
unacceptably  high  or  undetermin- 
able, some  form  of  political  risk 
insurance  may  be  the  answer. 

Self-insurance,  either  self- 
funded  or  channelled  through  a 
captive,  may  be  feasible,  especially 
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ot  all  political  risk  originates 
as.  Occasionally  an  act  of  a 
inys  own  government,  such  as 
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where  risks  are  low.  Insurance  pro- 
vided by  home  governments  of 
multinationals,  such  as  that  avail- 
able through  OPIC  (the  Overseas 
Private  Investment  Corporation,  a 
U.S.  agency)  is  frequently  used  by 
multinational  investors. 

Private  insurers  include  IN  A, 
which  will  consider  submissions  for 
a  wide  variety  of  political  risk 
exposures  for  any  company  in  the 
world  which  does  business  in  an- 
other nation.  The  services  provided 
by  INA  are  supported  by  its  pres- 
ence worldwide. 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
business  for  political  risk  insur- 
ance, typifies  INA's  comprehensive 
approach  to  increasingly  sophisti- 
cated insurance  and  risk  manage- 
ment problems. 

Comprehensive  services 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insurance, 
financial,  and  health  care  interests.- 
In  property  and  casualty  insurance 
and  risk  management  services,  life 
and  group  insurance,  health  care 
management  and  financial  serv- 
ices, INA  and  its  affiliated  com- 
panies offer  a  unique  combination 
of  products  and  services  to  business 
and  industry  around  the  world. 

For  an  informative  booklet  on 
current  trends  in  political  risk  in- 
surance, write  INA,  1606  Arch 
Street,  Philadelphia,  PA  19101. 


The  Professionals 


A  beautiful  way 
to  experience  luxury  and  acknowledge 

the  realities  of  today. 


Buying  a  luxury  car  need  not 
mean  giving  up  economy. 

Oldsmobile  Ninety-Eight 
Regency's  standard  V6  engine 
offers  an  EPA  estimated  [18] 
mpg,  estimated  highway  29. 
With  available  diesel  engine, 
an  EPA  estimated  (2j  mpg, 
estimated  highway  33.  Mile- 
age for  the  realities  of  today. 
That's  the  same  mileage  some 
small  imports  are  bragging 
about  nowadays.  That's  right, 
the  same  mileage. 

What  clearly 
isn't  the  same, 
though,  is  the 
luxury  that  greets 
you  once  you 

slip  inside.  \  c"*j 

Regency  luxury.  s  * 

Seats  with  the 


loose-pillow  look.  Plush 
velour.  Available  custom 
leather  trim  in  the  seating 
areas.  An  impressive  interior 
designed  for  six  adults  and 
their  demanding  sense  of 
comfort. 

No  less  impressive  is 
Ninety-Eight  Regency's  resale 
value.  With  diesel  engine, 
1978  Regencys  hold  their  value 
better  than  any  other  1978 
American  full-size  luxury  car. 

What  does  it  all  mean? 


Simply  this.  With  Oldsmobile 
Ninety-Eight  Regency,  you 
can  have  luxury  without 
giving  up  that  measure  of 
economy  you  want. 

REMEMBER:  Compare  the  "estimated 
mpg"  to  the  "estimated  mpg"  of  other 
cars.  You  may  get  different  mileage, 
depending  on  how  fast  you  drive,  weather 
conditions  and  trip  length.  Actual  high- 
way mileage  will  probably  be  less  than 
the  estimated  highway  fuel  economy. 
Estimates  lower  in  California.  Oldsmobiles 
are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your 
dealer  for  details. 

IMPORTANT:  Computer  Command 
Control  is  on  all  standard  1981  gasoline 
engines.  It  helps  reduce  exhaust  emissions 
while  allowing  good  fuel  efficiency. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHAT  DO  I  WANT  FROM  OUR  NEXT  PRESIDENT? 

Dear  Mr.  Forbes:  The  editors  of  Whitney  Communications'  new 
magazine,  50  Plus,  are  planning  a  special  cover  story  for  the  November 
election  issue  entitled  "Twenty-Five  Leading  Americans  Tell  What 
They  Want  From  Our  Next  President."  Could  you  send  us  a  few  lines! 


our  next  President  I'd  like  a  bundle  of  contradictions: 
dequacy,  in  addition  to  Electability. 

harisma  that  stems  from  convictions  rather  than  boob 
makeup  and  mannerisms. 

combination  of  Head  and  Heart— a  whole  head  rather  than 
full  of  holes;  and  a  heart  that  doesn't  merely  bleed  with 
one  else's  money, 
rmness  and  Flexibility. 

sense  of  Direction  rather  than  a  spiel  of  specifics. 


Suggestions  more  often  based  on  common  sense  than  dollars 
and  cents. 

Candor  when  there  is  no  other  way  out — without  revealing 
that  most  of  the  time  the  President  doesn't  have  any  more  clue 
to  the  answers  than  the  rest  of  us. 

A  President  who  is  bright  enough  to  know  no  President  is 
and  to  surround  himself  with  people  who  are. 

Now,  since  thee  and  me  are  unavailable,  where  are  we  going 
to  find  this  Presidential  Paragon  of  Contradictions? 


NO  MAJOR  CEO  WANTS  TO  HEAD  AN  $80  BILLION  CORP. 


Governor  Reagan  wins  Tuesday,  I  think  he'll  be  able  to 
uade  a  top-notch  experienced,  or  recently  retired,  corpo- 
chieftain  to  run  one  of  the  world's  hugest — and  brand  new, 

companies,  the  Synthetic  Fuels  Corp.  President  Carter 
d  to  persuade  any  of  several  major  CEOs  he  approached  to 

the  job.  Despite  the  appreciable  salary. 

e  challenge  is  immense.  Imagine  directing  the  commit- 
t  of  $80  billion  to  $90  billion  in  the  next  few  months.  As 
ident  Carter  pointed  out,  "The  scope  of  this  project  is 
ter  than  the  sum  total  of  the  interstate  highway  system, 

larshall  Plan  and  the  space  program  all  combined." 
isn't  the  enormity  of  the  challenge,  though,  that  has  so  far 


deterred  our  ablest  industrialists  from  the  undertaking.  In 
addition  to  the  dubiousness  most  of  them  have  about  incum- 
bent Carter,  outstanding  corporate  achievers  can't  see  spend- 
ing less  time  at  the  job  and  more  time  on  Capitol  Hill  and 
trying  to  move  an  immovable  Civil  Service  bureaucracy. 

With  Reagan  in  the  White  House  and  the  caliber  of  Cabinet 
he'll  appoint,  you'll  see  a  great  difference  in  the  Washington 
climate.  That  will  help  the  Synthetic  Fuels  Corp.  get  a  boss  and 
directors  who  are  among  the  best,  most  experienced  brains  the 
business  world  can  provide.  Such  top-notchers  are  vital  if 
blunders  of  unaffordable  magnitude  and  unaffordable  losses  of 
time  are  to  be  avoided. 


THE  IRS  SHOULD  INSTANTLY  PUT  ON  HOLD 


implementation  of  the  Supreme  Court's  "favorable"  ruling 
he  Thor  Power  Tool  Co.  warehouse  valuation  case.  Perhaps 
upcoming  lame  duck  Congress  will  undo  the  unforeseen 
station  that  will  result  from  making  it  necessary  for  pub- 
rs  and  manufacturers  to  destroy  inventory  that  has  been 
ten  down  or  off. 


Destroying  books  that  weren't  all  sold  when  they  bloomed 
and  getting  rid  of  spares  and  replacement  parts  for  models  and 
machines  that  are  no  longer  current  would  cripple  the  ability  of 
businesses  to  supply  consumers  with  what's  needed  to  keep 
old  things  going  or  to  meet  moderate  demand  for  publications 
that  have  mellowed  a  bit  in  the  warehouse.  There's  no  tax 
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fraud  involved  in  depreciating  older  inventory.  If  and  when  a  flow  needed  to  produce  new  things.  To  stockpile  'em  is  v 

company  sells  profitably  some  written-down  inventory,  it  has  to  the  consumer. 

to  pay  full  taxes  on  that  profit.  The  Thor  Tool  ruling  should  be  dealt  with  expeditiously 

To  write  down  with  each  passing  year  the  value  of  older  not  by  the  present  incumbents,  then  promptly  by  the  ne1 

books  and  older  parts  and  pieces  is  essential  for  the  cash  elected  Capitolists. 

LET  US  COUNT  OUR  VICE  PRESIDENTIAL  BLESSINGS 


Our  two  (who  matter)  vice  presidential  candidates  were  the 
choice  of  many  for  the  presidential  nomination.  If  either 
should  so  become,  it  would  not  be  the  disaster  Agnew's  succes- 
sion would  have  been. 

How  close  we  came  to  that  double  disaster  is  pointed  up 
in  Spiro  Agnew's  not-worth-reading  new  book,  Go  Quiet- 
ly ...  or  else,  which  reminds  us  anew  that  no  matter  how 


bad  Watergate  was,  things  could  have  been  worse. 

Had  he  realized  that  Nixon  was  going  to  be  forced  out  of 
White  House  by  the  "smoking-gun"  tapes,  our  payoff-tak 
Vice  President  Agnew  says  he  probably  would  have  hung 
longer  and  thus  would  have  become  President  instead  of 
ting  away  with  a  nolo  contendere  plea  and  his  resignation 

What  a  healer  that  would  have  been. 


MOVIES  MORE  POWERFUL  THAN  THE  PEN 


itotr 
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A  few  years  ago,  I  was  querulously  querying  our  youngest 
son's  college  decision  to  major  in  moviemaking.  The  fancier 
name  in  academia  for  the  major  that  included  it  is  semiotics. 
His  homework  in  a  week  often  consisted  of  two  or  three  dozen 
hours  spent  watching  an  incredible  gamut  of  films. 

"If  we  went  to  the  movies  when  I  was  in  college,  it  was  at 
the  price  of  homework,  and  we  had  a  guilty  conscience.  I  find 
it  hard  to  believe  that  it  makes  sense  for  the  reverse  to  be  true 
for  you,"  scathed  I. 

"Pop,  movies  move  more  millions  than  anything  you  ever 
wrote  or  any  words  most  anybody  ever  printed.  A  movie  can 


have  a  more  powerful  impact  than  any  bomb,"  was  his  rejc 
der  then,  and  now  I  tend  to  agree. 

Saturday  Night  Fever  almost  singlehandedly  put  the  yol 
of  the  world  back  into  neckties,  coats  and  dresses  on  occasi 
Animal  House  resurrected  that  endangered  species,  coll 
fraternities,  and  brought  a  measure  of  prosperity  back  to  sh< 
makers. 

And  The  China  Syndrome,  abetted  by  the  near  catastro 
on  Three  Mile  Island,  has  set  vitally  needed  atomic  power  b 
perhaps  a  decade. 

Tim  was  right.  Movies  move  all  right. 


A  WEE  AD  THAT  SHOULD  PULL  BIG 


Thanks  to  men's  relatively  lethargic 
indifference,  changes  in  clothing  styles 
take  a  long  time  to  creep  in  and  a 
longer  time  to  seep  out. 

It  took  some  of  us  several  years  to 
move  into  wide  ties  from  our  de- 
cades of  thinner  ones.  Apparently, 


for  a 
narrow 
point 
of  view 


WIDE  TIES  SLIMMED 

Save  your  costly,  but  unfashionable, 
wide  nes  with  our  skilled  surgery. 
All  by  hand  Like  getting 
new  ties  for  only  $450 

mm  3  ties 


MAIL  ORDERS 

Add       for  (hipping 
Free  Folder 


"Tips  on  Tits" 


6  E  27th  St  N  Y  10016 
21  867  7676 


the  ever-hopeful  men's  fashioners 
moving  back  to  narrow  neckwear 
this  ad's  a  timely  one. 

When  the  pendulum  swings  ag; 
if  they  can  make  big  ones  out 
little  ones,  that  should  really  m 
their  business  boom. 


Maugham,  A  Biography 

(Simon  &  Schuster,  $17.95).  Almost  a 
tour  de  force,  this  too-comprehensive 
volume  tells  you  more  than  you  want  to 
know  about  a  man  who,  it  concludes,  is 
of  less  literary  consequence  than  he  or 
we  thought.  Ted  Morgan  is  an  extraordi- 
nary writer,  but  in  this  work  to  end  all 
works  on  Somerset  Maugham,  he  first 
resurrects  his  subject,  and  619  pages  later  has  razed  him. 

Excerpt:  The  racism  and  provincialism  of  the  British  in  India 
exasperated  Maugham.  He  had  tea  with  the  wife  of  a  minor 
official.  "You  know,"  she  said,  "we  don't  have  anything  more 
to  do  with  Indians  than  we  can  help.  One  has  to  keep  them  at 
arm's  length."  Maugham  reflected  that  in  England  she  would 
have  been  a  manicurist  or  a  stenographer. 


BOOKS 

by  Ted  Morgan  POPism:  The  Warhol  '60s — by  Andy 
Warhol  &  Pat  Hackett  (Harcourt  Brace 
Jovanovich,  $12.95).  This  book's  sub- 
title, "The  Warhol  '60s,"  is  no  over- 
blown claim.  Andy  Warhol's  impact  on 
literature,  art  and  lifestyle  dominated 
that  decade's  trendies  and  his  impact 
continues — "The  Pop  idea  was  that 
anybody  could  do  anything,  so  natural- 
ly we  were  all  trying  to  do  it  all."  An  honest,  insightful 
sometimes  sad  account. 

Excerpt:  It  was  on  one  of  those  evenings  when  I'd  ast 
around  ten  or  fifteen  people  for  suggestions  that  finally  < 
lady  friend  of  mine  asked  me  the  right  question:  "H 
what  do  you  love  most!"  That's  how  I  started  paint 

money. 
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lute.  Doubtless  the 
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THERE  WAS  A  TIME  WHEN  MODESTY  WAS  THE  MODE 

oday  it's  hard  to  re- 
that  Yesterday 
lesty  between  the 


his  rej 


the 

noccas 
es,  col 
itosk 


atastti 


s 


Lancaster,  Ohio— The  Georgian.  1833;  (right) 
m'lady's  bootiack  for  the  well-bred  female. 


In  recent  years  these 
friends  have  restored 
one  of  the  most  beauti- 
ful among  Lancaster's 
many  examplary  peri- 
od homes.  In  touring  it, 
two  particular  items 
made  an  impact — 

One  was  a  long,  low, 
very  simple  board  cra- 
dle. It  was  used  to  rock 
ailing  oldsters  to  help 
prevent  bedsores.  The 
name  of  this  piece  of 


he  first  time  in  nearly  four  decades  with  friends  in  Lancas-  household  furniture?  A  "senility  cradle." 

Ohio.  There,  in  the  months  between  college  graduation  The  other  was  a  lady's  bootjack.  When  m'lady  slid  her 

entering  the  Army  during  World  War  II,  I  struggled  with  booted  foot  into  the  jack,  a  beautifully  needlepointed  panel  set 

?y  intensity  (and  eventual  unsuccess)  as  publisher  of  the  between  two  uprights  insured  that  the  ankle  would  remain 

klies  Fairfield  Times  and  Lancaster  Tribune.  shielded  from  male  view. 


EVEN  THE  OLD  GOATS  ARE  BENEFITING  A  BIT 

i  the  greater  tolerance,  broader  understanding  that  younger  clature  of  the  new  morality,  those  who  used  to  be  termed  Dirty 
rations  have  brought  to  the  subject  of  sex.  In  the  nomen-    Old  Men  are  now  referred  to  as  Sexy  Senior  Citizens. 


ONE'S  CARRIAGE 

conveys  much  of  a  person. 


VIRTUE 

is  always  a  relative  thing. 


REAGAN  WILL  WHIP  CARTER 


ckweai 


By  M.S.  Forbes  Jr. 


i 


Predicting  the  outcome  of  the  presi- 
dential election  in  a  volatile  year  like 
this  is  a  risky  businesss  indeed.  But 
this  sometimes-singed  seer  cannot  re- 
sist the  temptation:  Ronald  Reagan 
will  best  Jimmy  Carter,  who  will  be- 
come the  first  Democratic  incumbent 
in  this  century  to  be  unseated. 

The  Reagan  camp  has  long  feared  a 
Carter  October  "surprise."  The  sur- 
prise turns  out  not  to  be  something 
JMr.  Carter  engineered  (otherwise  it 
I  wouldn't  have  happened)  but  rather 
the  Iraq-Iran  war.  The  resulting  "don't 


change  horses"  syndrome  seems  to  be 
helping  the  President. 

Reagan  can  regain  his  momentum. 
The  prime  opportunity  will  come  in 
the  debate  with  Carter.  Reagan's  per- 
sonality and  his  underrated  grasp  of 
issues  should  demolish  the  warmon- 
ger charge.  The  debate  should  also  en- 
able him  to  pursue  positive  themes  a 
la  his  acceptance  speech.  Reagan 
must  give  people  reasons  to  vote  for 
him  rather  than  against  Carter.  Oth- 
erwise the  GOP  candidate  could  be 
headed  for  a  Dewey-like  demise. 

The  electorate  wants  a  change, 
wants  reassurance  that  Reagan  might 


be  better  than  Carter.  Reagan  will 
take  the  necessary  steps  to  do  that. 

What  are  the  credentials  for  such  a 
fearless  (reckless?)  forecast?  Since  fol- 
lowing politics  as  a  youngster  this 
writer  hasn't  bet  wrong  on  the  out- 
come of  the  past  half-dozen  presiden- 
tial elections.  I  hope  this  isn't  the  year 
to  break  the  record. 

If  wrong  on  this  one,  my  consola- 
tion will  be  a  Lippmann  quote  in  the 
first-rate  biography  Walter  Lippmann 
and  the  American  Century:  "This 
fear  of  being  wrong  is  a  disease.  You 
cannot  be  right  by  holding  your  breath 
and  taking  precautions." 


Carter— 163 
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[Alabama  (9) 
fArkansas  (6) 
District  of 

Columbia  (3) 
Georgia  (12) 
Hawaii  (4) 
Kentucky (9) 
Maine  (4) 
Maryland  (10) 


Electoral  College  Box  Score  (Needed  To  Win:  270) 

-  Reagan — 375 

Louisiana  (10) 


Massachusetts  (14) 
Minnesota  (10) 
New  York  (41) 
North  Carolina  (13) 
Rhode  Island  (4) 
South  Carolina  (8) 
Tennessee  (10) 
West  Virginia  (6) 


Alaska  (3) 
Arizona  (6) 
California  (45) 
Colorado  (7) 
Connecticut  (8) 
Delaware  (3) 
Florida  (17) 
Idaho  (4) 
Illinois  (26) 
Indiana  (13) 
Iowa  (8) 
Kansas  (7) 


Michigan  (21 ) 
Mississippi  (7) 
Missouri  (12) 
Montana  (4) 
Nebraska  (5) 
Nevada  (3) 
New  Hampshire  (4) 
New  Jersey  ( 1 7) 
New  Mexico  (4) 
North  Dakota  (3) 
Ohio  (25) 


Oklahoma  (8) 
Oregon  (6) 
Pennsylvania  (27) 
South  Dakota  (4) 
Texas  (26) 
Utah  (4) 
Vermont  (3) 
Virginia  (12) 
Washington  (9) 
Wisconsin  (11) 
Wyoming  (3) 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MSF 


Presidential  Jokers 

Vice  President  Mondale  called  atten- 
tion to  the  reelection  campaign's  frustra- 
tions when  he  said  that  Mr.  Reagan  was 
"counting  on  the  nation  falling  asleep 
between  now  and  election  day  and  for- 
getting what  he  said  in  the  past."  Speak- 
ing to  200  volunteers  at  the  Carter-Mon- 
dale  headquarters  he  went  on  to  quote 
from  Mr.  Reagan,  but  said  jokingly, 
"You've  got  to  be  careful  quoting  Ronald 
Reagan,  because  when  you  quote  him 
accurately  it's  called  mudslinging." 

— New  York  Times 

Reagan  quips,  "Jimmy  Carter  is  the 
South's  revenge  for  Sherman's  march 
through  Georgia."  When  he  talks  of 
Carter's  moralistic  approach  (national 
self-restraint)  to  inflation  and  gas  short- 
ages, Reagan  says,  "A  man  who  tells  you 
he  enjoys  a  cold  shower  every  morning 
will  lie  about  other  things." 

—Life 

Have  you  heard  the  one  about  Carter, 
Reagan  and  Anderson  being  in  a  boat 
that  capsized?  The  question:  Who  was 
saved?  The  answer:  The  United  States. 

— Wall  Street  Journal 

Don't  Forget  the  Wellspring 

By  all  means,  let  us  begin  to  reindus- 
trialize  America.  But  let's  not  forget  that 
in  addition  to  incentives  for  expanding 
plant  and  machinery,  we  must  provide 
incentives  for  research  and  planning. 
The  most  modern  plants  in  the  world 
producing  the  wrong  products  will  not 
revitalize  American  industry.  If  capital 
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spending  is  to  be  a  priority,  let's  not 
forget  the  most  precious  capital  asset 
that  doesn't  show  up  on  the  balance 
sheet — creativity  and  vision. 
— Robert  Weingarten,  Financial  World 

These  Are  Windfalls? 

The  windfall  profits  tax  is  another  one 
of  those  "do  good"  schemes  that  do  no 
good.  Most  of  the  600,000  to  650,000 
royalty  owners  in  Texas  hold  title  to  less 
than  five  barrels  a  day  of  crude  produc- 
tion, and  derive  less  than  $100  per 
month  from  it.  The  windfall  profits  tax 
has  reduced  this  meager  source  of  in- 
come by  anywhere  from  18%  to  37%. 

— Brux  Austin,  Executive  Editor, 
Texas  Business 

Prep  Schools' 
Business  Likeness 

I  have  always  felt  there  is  much  in 
common  between  an  independent  school 
and  a  business  enterprise.  We  are  fiercely 
competitive  in  that  our  product  is  not 
only  given  away  free  by  others  but  also 
paid  for  by  others  whether  they  want  it 
or  not.  Can  you  think  of  any  other  eco- 
nomic enterprise  which  survives  in  the 
face  of  competition  like  that? 

— Bruce  McClellan,  Headmaster, 
Lawrenceville  School 

Reagan  on  Self-Worth 

Reagan  [as  California  governor]  did 
feud  with  the  Democratic  legislators.  He 
vetoed  994  bills — and  made  his  vetoes 
stick;  only  one  was  overridden.  Yet  on 


many  other  issues,  he  first  fought 
conservative  principles  and  then,  wl 
faced  with  deadlock  or  defeat,  agreed 
compromise.  Recalls  Willie  Brown, 
influential  Democratic  assemblyn 
from  San  Francisco:  "He  showed  a  ■ 
ingness  to  accept  collective  decisii 
without  serious  ego  problems.  He  d 
not  measure  his  self-worth  by  whet 
an  idea  is  his  or  not." 

—Ti 

A  Reagan  Presidency 

It  might  be  that  Ronald  Reagan  will 
just  wonderful  as  President,  perhaps 
siding  over  a  restorative  national  nap 
— Professor  James  Barl 
author  of  The  Presidential  Chara 

Regulatory  Nuttiness 

The  Nuclear  Regulatory  Commissij 
in  its  report  on  how  the  impossible  n 
pened  at  Three  Mile  Island,  said  (acc<j 
ing  to  the  Washington  Post)  that  < 
crucial  dial  was  obscured  because  the 
erator  was  "a  big  man  with  a  large  b< 
that  hung  over  the  instrument  pan< 
and  after  the  operators  put  on  their  si 
ty  masks,  as  required  by  law,  they  en 
no  longer  talk  to  each  other. 

— James  Fallows,  The  Atlar\ 


If  you  elect  me  President,  1  dayi 
fore  this  next  term  is  on  \ 
we're  going  to  have  a  balanc  me-i 
budget  in  Washington  and  y  pa 
can  depend  on  that. 

— Jimmy  Car 
during  the  1976  campa  P«ta 


That's  Hollywood 

I  always  have  to  laugh  when  I  thinl 
how  Hollywood  called  Pop  Art  a  put 
Holly  woodU  I  mean,  when  you  looH 
the  kind  of  movies  they  were 
then — those  were  supposed  to  be  real  - 
—POPism:  The  Warhol  '6 
by  Andy  War 
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During  that  summer  Liza  [Maughai 
daughter)  enjoyed  Hollywood  and 
handsome  leading  men  who  took 
out.  Maugham  preferred  her  escorts  tc 
ushered  into  the  living  room  to  wait 
her,  and  was  annoyed  one  evening  wl 
the  butler  announced  Errol  Flynn  . 
brought  him  to  the  room  in  wh 
Maugham  was  sitting.  Maugham  mi 
a  drink  and  tried  to  make  conversati 
There  was  good  news  about  the  wai 
the  evening  paper,  and  Maugham  s; 
"Have  you  heard  the  news?"  "You  m 
about  Mickey  Rooney?"  Flynn  asked. 

^Maugham,  A  Biograp] 
by  Ted  Mor 
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No  other  video  cassette  recorder 
gives  you  more  than  this  one. 

RCA  SELECTAVISION  65Q 


■Hour  recording  time, 
ent,  iay  memory,  slow 
is  o  tion,  fast  motion, 
ilaw  ne-by-frame  advance, 
ind\  p  action,  Automatic 
vind,  Remote  Control 
m,  t4  ii  Picture  Search  —  all 
icui  portant  performance 
^  ;ures  And  all  available 
~h  the  RCA  SelectaVision 

ill    Hfour  Recording  Time— 
le  Maximum  Available 
Today. 

is  is  the  big  time  The  new 
\  SelectaVision  650  can 
ure)  3rd  up  to  6  hours  on  a 
le  cassette  *  That  means 
er  interruptions  because 
change  cassettes  less 
n.  It  also  means  saving 
-\ey  on  tape  because  you 
put  more  shows  on  a 
jle  cassette 

n  Unsurpassed  14-Day 
Memory. 

t  program  your  selections 
the  timer  up  to  two  weeks 
dvance.  Your  RCA 
ctaVision  650  will 
jmatically  turn  itself  on 
off — and  even  change 


■tapir 


re  mi 


i  an! 
j  took 

scons' 
10  t 


in  1 
ham  ii 

avd 
the  wi 
{ham 

"You 
Basis 

Ted  M' 


channels — up  to  eight 
separate  times.  So  now  you 
can  be  missing  from  home 
without  having  missed  your 
favorite  programs. 

RCA  Remote  Control 
Special  Effects — More 
Than  Ever  Before. 

You  can  expect  a  VCR  to  let 
you  control  when  and  what 
you  watch  on  television.  RCA 
SelectaVision  650  lets  you 
control  how  you  watch  it,  too 
— without  having  to  leave 
your  chair 

Thanks  to  an  advanced 
head  wheel  system,  our  new 
remote  control  unit  allows  you 
to  view  cassettes  in  slow 
motion  at  1/30  to  1/4  normal 
speed  Or  fast  motion  at 
twice  the  normal  speed.  You 


can  also  advance  the  picture 
frame  by  frame  and  freeze  it 

at  the  moment  of  your  choice 
But  that's  not  all.  This 

year  we've  added  a  new 

Picture  Search  mode  that 

enables  you  to  review 

cassettes  in  forward 

or  reverse  motion  at 

high  speed  so  you  can 

locate  footage  you 

want  without  having 

the  picture  go  dark 
There  are  even 

Remote  Pause  and 

Channel  Control 

features  for  editing 

out  unwanted 

programming  and 

changing  channels — 

even  if  your  television 

set  isn't  equipped  with 

remote  control. 

Etcetera.  Etcetera. 
Etcetera. 

You'll  also  find  a  new 
Automatic  Rewind  that  resets 
the  cassette  when  the  tape 
reaches  the  end  of  either  the 
recording  or  playback 
sequence  Illuminated 


soft-touch  controls  And 
exclusive  new  styling  that 
proves  a  VCR  this  smart  can 
also  be  beautiful. 

We'll  let  your  RCA  Dealer 
tell  you  the  rest.  Just  ask  to 


Simulated  TV  picture 


see  the  new  SelectaVision 
650.  You  can  ask  for 
something  less.  But  you  can't 
ask  for  anything  more. 

'  HCA  Tapir  is  made  to  our  own  hiyh  standards  to 
insure  picture  quality  and  long  life  Ask  your  RC;A 
Dealer  for  VK  12b  (3  hr  )  and  VK-250  (6  hr  )  video 
cassettes 


itc/i  - 

Let  RCA  turn  your  television  into 

SelectaVision 


At  Grumman,  we're 
developing  and  marketing 
.products  that  help  American 
use  the  energy  that  is  all 
around  us. 


HOT  WATER  FROM  THE  SUN. 

AN  IDEA  WHOSE  TIME  HAS  COME. 


Forty  years  ago,  thousai 
of  Florida  homes  and  busi- 
nesses used  simple  solar  col- 
lectors to  heat  water.  Today, 
Grumman  is  selling  far  more 
reliable  solar  systems.  And 


; 


t  jzl^Z  energy.  A  se 


iiericans  from  the  Frost  Belt 
he  Sun  Belt  are  rediscovering 
energy  and  cost  benefits  of 
nessing  heat  from  the  sun. 
If  just  10%  of  the  homes  in 
lerica  were  equipped  with 
imman  Sunstream™ 
ar  Hot  Water  Systems, 


ual  energy  savings  would  be 
equivalent  of  500  million 
onsof  fuel  oil. 

TRICITY  FROM  THE  MIND. 
DEA  WHOSE  TIME  IS  NEAR. 


second  generation 
windmill,  developed  by 
Grumman  Energy  Systems 
for  the  Department  of  Energy, 
delivers  18  kilowatts  of  elec- 
tricity in  a  28  mph  wind.  With 
the  cost  of  electricity  continuing 
to  skyrocket,  mass  production  of 
the  Grumman  wind  system  could 
provide  one  practical  energy 
r,      option  for  the  near  future. 


FUSION  FROM  THE  SEA. 

AN  IDEA  WHOSE  TIME  WILL  COME. 


Sea  water.  This  safe,  non- 
polluting  technology 
may  well  provide 
much  of  the  world's 
electricity  in  the 
21st  century. 

These  are  just  a  few  of  our 
ideas  that  can  help  America 
become  less  dependent  on 
foreign  oil.  For  more  information 
on  Grumman's  present  and 
future  participation  in 
energy  markets,  write:  Grumman 
Corporation,  Dept.  GCP, 
Bethpage,  New  York  1 1714. 


Wind  power  is  free,  clean, 
chaustible,  and  another 
tical  alternate  source  of 


Looking  further  into  the 
future,  Grumman  is  helping  to 
develop  magnetic  fusion.  This 
safe,  clean  source  of  electric 
power  derives  its  fuel  from  a 
low  cost,  abundant  commodity. 


50  years 
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THE  KEEPERS 
of  the  Omsay  Light 
take  a  day  or  two  off 
each  week. 
But  haven't  had 
a  night  out  since  1857. 


Pni(Mr»«it      '  • 


■ 


1  he  good  things  in  life 

stay  that  way. 
Dewar's®  never  varies. 

.  Authentic. 

*^  The  Dewar  Highlander 


4k\ 


WbiteLabel" 

DE  WAR'S. 

Blended  Scotch  Whisky 

100%  SCOTCH  WHISKIES 
""ODUCT   Of  SCOTLAND 

l.l-CID     "NO    IOTTLI0  •' 

*bn  Dewar  &  Sons  tc 


Import  romp«i»   N«w  T«i 


BLENDED  SCOTCH  WHIS. 


>0F  "  J  1980  SCHENLEY  IMPORTS  CO.,  N.Y.,  N.Y. 
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Forbes 


Teleprompter,  Westinghouse  has  copped 
ite  a  prize.  But  at  quite  a  price. 


Beta-billion 
Kirby 


By  Allan  Sloan 


3i 


f  you  want  to  take  a  stroll  down 
memory  lane  to  the  Soaring  Sixties, 
don't  bother  with  a  time  machine, 
take  a  look  at  the  prices  people  are 
ng  for  cable  television  properties 
t  now.  Sturdy  companies  with  good 
dends  and  profit  records  have  stocks 
ng  at  less  than  8  times  earnings  and 
IBM  is  going  for  only  12.  Yet  cable 
ks  are  selling  like  tulip  bulbs  in  1 7th- 
tury  Amsterdam. 

ere's  Westinghouse,  planning  to  shell 
more  than  $800  million  for  Tele- 
Tipter.  Is  Westinghouse  getting  in  at 
top  of  the  market? 
estinghouse's  rival,  General  Electric, 
to  get  into  cable  in  1979  by  signing 
70  million  deal  to  buy  Cox  Commu- 
tions,  which  has  a  large  cable  sys- 
But  regulators  held  up  the  deal  for  so 
that  the  deadline  passed,  and  Cox 
anded  that  GE  up  the  ante.  GE 
ed  away.  GE  wanted  in,  but  not  on  a 
be-damned  basis. 

estinghouse,  by  contrast,  is  paying 
highest  price  in  cable  history.  It  has 
e  a  deal  to  buy  Teleprompter's  17.2 
ion  shares  for  $38  each — about  $650 
ion — and  to  assume  Teleprompter 
Forbes  estimates  at  $200  million, 
figures  are  unclear  because  Tele- 
pter  has  just  bought  out  its  partner, 
hes  Aircraft,  in  a  complicated  joint 
ure  and  won't  discuss  the  deal.)  The 
hase  and  debt  assumptions  make 
tinghouse's  cost  for  Teleprompter 


about  $850  million.  With  additional  in- 
vestments that  Westinghouse  will  have 
to  make,  the  cost  will  quickly  mount  to 
$1  billion  or  more.  That's  big  money 
even  by  Westinghouse  standards.  Tele- 
prompter is  a  nice  company:  It  has  1.3 
million  cable  customers  in  112  systems 
in  32  states,  making  it  the  nation's  larg- 
est cable  company.  But  is  it  worth  26 
times  earnings,  4.3  times  book  value,  a 


JForbes 
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CABLE  TV 

WHEN  WILL 
THE  PRICE 
BE  RIGHT? 


Forbes  cover,  Dec  10,  1979 
"Bring  plenty  of  money,"  we  warned. 
"The  stakes  are  almost  reckless."  We 
never  dreamed  anyone  would  invest 
$1  billion  in  Teleprompter. 


stunning  12  times  cash  flow?  Westing- 
house has  its  eyes  fixed  on  the  glowing 
future,  possibly  forgetting  about  the 
Greek  philosopher  who  fell  into  a  hole 
while  walking  along  gazing  at  the  stars. 
Wall  Street,  which  has  been  known  to 
fall  into  a  hole  or  two,  has  reacted  enthu- 
siastically to  the  deal.  Buoyed  by  the 
Teleprompter  announcement,  Westing- 
house's  stock  was  recently  trading 
around  30 — its  highest  level  since  1973. 

But,  of  course,  Westinghouse  isn't 
buying  numbers;  it  is  buying  a  stake  in  a 
dazzling  new  industry.  It  argues  that  its 
Westinghouse  Broadcasting  subsidiary 
(operating  earnings  of  $59  million  on  rev- 
enues of  $219  million)  and  Teleprompter 
will  make  beautiful  music  together. 

It's  a  bubbly  prospect  but  the  arithme- 
tic remains  sobering.  To  begin,  the  Tele- 
prompter deal  will  dilute  Westinghouse 
earnings  for  a  good  period.  Last  year 
Westinghouse  earned  $331  million  be- 
fore taxes  and  uranium  charges.  Tele- 
prompter earned  $26  million  pretax  be- 
fore special  nonrecurring  charges.  Had 
Westinghouse  owned  Teleprompter,  the 
combination  would  have  earned  $357 
million  pretax.  But  that's  not  counting 
the  cost  of  the  $650  million  Westing- 
house plans  to  spend  for  Teleprompter's 
stock.  Suppose  Westinghouse  has  to  pay 
12%  for  money  at  the  bank  (or  loses  the 
chance  to  earn  12%  interest  on  its  own 
cash).  That's  $78  million  pretax  in  inter- 
est costs.  Subtract  from  the  $357  million, 
and  you  have  $279  million  in  pretax 
earnings — 16%  less  than  Westinghouse 
earned.  Then  there's  the  problem  of  han- 
dling the  enormous  premium  Westing- 
house is  paying  over  Teleprompter's  stat- 
ed book  value.  It  plans  to  pay  $650  mil- 
lion to  acquire  shareholder's  equity 
worth  $150  million  as  of  June  30.  West- 
inghouse has  to  account  for  that  $500 
million  premium.  If  it  takes  the  usual 
path  of  treating  it  as  goodwill  and  writ- 
ing it  off  over  40  years,  it  bangs  earnings 
for  $12.5  million  a  year  through  2021.  If 
it  chooses  to  write  up  the  value  of  Tele- 
prompter's assets  and  then  depreciate 
them,  which  penalizes  earnings  but  en- 
hances cash  flow,  pretax  charges  could 
run  $50  million  annually  through  1991. 
Either  way,  it's  a  big  bite. 

On  the  other  hand,  you  can  spin  beau- 
tiful yarns  about  cable's  future  as  the 
entertainment  and  information  medium 
of  the  Eighties  and  Nineties,  the  phe- 
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nomenon  that  will  make  it  unnecessary 
for  people  ever  to  leave  home.  Such 
sm;irt  outfits  as  Time  Inc.  and  American 
Express  have  bought  this  argument  and 
made  massive  investments  in  cable  TV. 
Earnings  dilution  may  be  a  small  price 
for  Westinghouse  to  pay  to  become  a 
major  factor  in  this  business. 

In  fact,  rumors  abound  that  a  buyer, 
lurking  in  the  bushes,  is  prepared  to  pay 
even  more  than  Westinghouse 's  $38  a 
share  for  Teleprompter.  But  Westing- 
house has  been  cagey.  It  has  contracts 
with  six  big  stockholders,  with  27%  of 
the  company's  shares,  to  buy  at  38.  If 
there's  a  bidding  war,  Westinghouse  has 
4.6  million  shares  at  38  and  can  always 
sell  them  to  the  new  bidder  at  a  profit. 

According  to  Westinghouse,  the  deal 
started  when  Teleprompter's  chairman, 
Jack  Kent  Cooke,  approached  Westing- 
house. Cooke,  however,  says  Westing- 
house approached  him.  Regardless  of 
who  wooed  whom,  the  deal  makes 
Cooke  a  happy  man.  He  earned  $566,000 
as  Teleprompter's  chairman  last  year, 
and  gets  to  keep  his  job — not  that  he 
needs  the  salary.  He  and  his  sons  own 
stock  Westinghouse  will  pay  $80  million 
for.  "You've  heard  that  phrase  'laughing 
all  the  way  to  the  bank'?  "  Cooke  asks 
rhetorically. 

Also  getting  a  yuk  or  two  is  Jack 
Wrather's  Wrather  Corp.  of  Beverly 
Hills.  Wrather  got  its  initial  Telepromp- 
ter shares  in  1970  in  exchange  for  Mu- 
zak, and  sold  some  of  its  holdings  at  the 
height  of  the  Teleprompter  craze  in 
1972,  when  the  stock  reached  44. 
Wrather  had  1.24  million  shares  left  and 
started  buying  again  in  November  1978 
when  Teleprompter  sold  below  10.  It 
bought  385,000  shares  through  February 
1979  at  an  average  of  $13.  After  taxes, 
Wrather's  1,622,600  Teleprompter 
shares  figure  to  be  worth  $22  per 
Wrather  share,  which  explains  why 
Wrather  stock  has  doubled  to  $32  in  the 
past  18  months. 

For  Cooke  and  Wrather,  not  to  men- 
tion Hughes  Aircraft  (672,000  shares), 
the  deal  is  a  rich  reward  for  having  stuck 
with  Teleprompter,  whose  shares  dipped 
below  $2  in  1975.  The  subject  of  what's 
in  it  for  Westinghouse  is  a  good  deal 
more  speculative.  Dan  Ritchie,  West- 
inghouse Broadcasting's  president,  says 
his  company  can  help  Teleprompter  by 
providing  programming  and  financial 
muscle  to  help  it  compete  for  new  fran- 
chises. One  of  Teleprompter's  difficul- 
ties in  recent  years  has  been  its  failure  to 
win  big,  new  franchises.  Part  of  the  prob- 
lem is  the  company's  image.  Former 
Teleprompter  Chairman  Irving  Kahn 
was  sent  to  jail  for  bribing  city  officials 
to  keep  the  Johnstown,  Penna.  franchise. 
The  incident  is  15  years  old  but  the  aura 
still  hangs  over  the  company.  Westing- 
house can  lend  its  clean-cut  aura  to  Tele- 
prompter, just  as  American  Express  lent 


an  air  of  Establishment  approval  to 
Warner  Communications  by  paying 
$215  million  in  cash  and  debt  assump- 
tion for  a  half-interest  in  Warner  Cable. 

You  can  spin  beautiful  yarns  about  the 
future  of  cable  but  you  can  also  ask  some 
hard  questions.  For  example,  you  can 
make  a  nice  living  from  cable  television 
selling  basic  service  to  people  for  $7.50  or 
so  a  month,  and  tacking  on  extras  like 
Home  Box  Office  for  additional  fees.  But 
to  justify  the  prices  the  American  Ex- 
presses and  Westinghouses  are  paying  to 
get  into  cable,  you  have  to  sell  not  only 
basic  service  and  HLO,  but  other  premi- 
um services,  too.  Your  big  payoff  has  to 
come  from  two-  ay  cable  systems  that 
will  let  you  o:  ir  merchandise  from 
Sears  or  get  your  daily  news  from  a  TV 
terminal  instead  of  a  newspaper.  These 
things  may — or  may  not — come  to  pass. 
The  profits  may — or  may  not — be  there. 


Don't  forget  that  your  friendly  teleph 
company  wants  to  perform  many  of 
same  functions.  Don't  overlook  the 
sibility  that  cable  companies  may 
themselves  regulated  like  public  utilij 
and  held  to  limited  profit  margins.  <| 
problem  is  that  Westinghouse  will  H 
to  unload  Teleprompter  cable  system! 
Massachusetts  and  northern  Califor! 
where  Westinghouse  owns  TV  static  b 
FCC  rules  ban  common  ownership  pas 
cable  and  TV  in  the  same  market 

Give  Westinghouse  Chairman  Roi 
Kirby  credit  for  taking  a  bold  gambli 
get  his  $7  billion  company  off  dead  c 
ter.  But  Westinghouse's  gambles  hav 
always  paid  off.  There  were  $1  billiol 
losses  on  fixed-price  uranium  contra 
and  much  red  ink  in  modular  houj 
and  pollution  control.  So,  there's  &\ 
riding  on  this  one.  The  future  of  j 
company,  perhaps.  ■ 


no 
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Price /earnings  ratios?  Forget  it.  That's  ol 
fashioned.  Try  Genentech  at  120  times  sales, 


How  silly 
can  you  get? 


By  Richard  Phalon 


Last  month  American  Telephone 
&  Telegraph  was  selling  at  6  times 
earnings.  Genentech,  the  hottest 
of  the  hot  new  stock  offerings,  sold  as 
high  as  200  times  sales.  Two  hundred 
times  sales'1.  That's  the  right  number. 
With  a  capitalization  of  7.5  million 
shares,  Genentech  got  as  high  as  $89  a 
share;  its  total  market  value  was  thus 
$668  million.  What  does  this  half-billion- 
dollars-plus  represent?  Genetic  engineer- 
ing techniques  as  yet  unproven  in  the 
marketplace  and  revenues  that  came  in 
at  $3.4  million  last  year.  Profits  were 
$1 16,336,  less  than  2  cents  a  share. 

But  let's  be  generous.  Let's  suppose 
Genentech  really  does  well  as  a  business 
and  manages  to  raise  per-share  profits  at 
a  compounded  annual  rate  of  50%  for  ten 
years.  What  would  it  be  earning  then? 
About  $  1 . 1 5  a  share  in  1 990  assuming  no 
dilution.  Assuming. 

But  who  cares?  "Initial  public  offerings 
are  back  on  the  cocktail  circuit  now. 


People  are  talking  about  them  aga 
says  Phil  Santamaria,  head  of  synd 
tion  for  Rotan  Mosle  Inc.  in  Houston 

Priced  at  an  initial  offer  of  35,  Ger 
tech  opened  at  80  in  the  aftermar 
shot  as  high  as  89  and  then  settled  b 
into  the  mid-50s.  It  was  without  q 
tion  one  of  the  most  eagerly  purs 
underwritings  in  history.  Broke: 
firms  were  so  swamped  they  gave 
counting  the  number  of  "indication 
interest"  that  came  from  investors  e. 
to  buy  the  stock.  The  1  million  sh 
put  on  the  block  were  in  such  tight  : 
ply  that  even  big  retailers  like  Me 
Lynch  were  allocated  only  mo> 
amounts  of  the  stock.  A  Chicago  brc 
says  one  of  his  biggest  customers  n 
aged  to  accumulate  450  shares  of  Get 
tech  only  by  putting  the  arm  on  npit 
than  20  firms  in  the  underwriting  grc 

Brokers  who  couldn't  lay  their  he 
on  even  a  token  amount  of  Genenl 
were  accused  by  irate  customers  of  1 
ging  the  stock  for  themselves.  "I  ha; 
Genentech  headache,"  says  one  Sh 
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eM  Loeb  Rhoades  registered  representa- 
"If  I  could  have  opened  a  new  ac- 
lt  for  every  call  I  got  on  the  stock,  I'd 
rich  woman." 
^ilenentech  is  only  the  tip  of  the  ice- 
A  large  number  of  new  offerings 
come  out  this  year  and  many  have 
;  "  oshed  to  premiums  of  100%  or  more 
able) . 

nvestors  are  showing  the  same  en- 
iasm  for  companies  in  so-called 
ith.  situations  as  for  gold,  collect- 
n  h  >,  butterfly  collections  and  things  like 
3ma|  "  says  A.  Robert  Towbin,  a  partner 
.F.  Rothschild,  Unterberg,  Towbin. 
really  a  flight  from  money, "  he  adds. 
lAladerwriters  like  Towbin  have  been 
k  to  capitalize  on  the  resurgence  of 
hou  irest  in  new  issues.  In  the  first  nine 
re's  a  ths  of  this  year,  according  to  Deb- 
F.  Rochow,  editor  of  Going  Public 

J TO  Reporter ,  The  Street  brought  to 
<et  145  initial  public  offerings  with  a 
[  value  of  $667  million,  compared 
I  51  issues  valued  at  $360  million  in 
01  same  period  last  year.  There  are  cur- 
y  115  new  issues  in  registration 
pared  with  60  at  the  end  of  last 
s  third  quarter.  When  the  subscrip- 
books  are  closed  on  this  year,  Ro- 
v  estimates  that  some  250  compa- 
will  have  gone  public  with  more 
$1  billion  worth  of  equity.  Statisti- 
,  that  would  be  the  biggest  new  issue 
since  1972.  For  sheer  demand  and 
performance,  though,  experienced 
s  like  Irwin  Schachter,  a  Shearson 
Rhoades  account  executive,  thinks 
have  to  look  to  the  big  new  issue 
cets  of  the  1960s  for  parallels, 
/e've  still  got  good  quality,  but  I 
<  we're  seeing  the  same  kind  of  en- 
iasm  as  in  the  late  1960s,"  adds  Al- 
Ayala,  a  trader  at  John  Muir  &  Co. 
don't  think  you  could  have  brought 
ajjbntech  to  market  six  months  ago," 
Irwin  Schachter,  and  cites  an  expe- 
;e  of  his  own  to  illustrate  how  quick- 
i  Gtie  tempo  has  accelerated.  In  late  May 
^hearson  Loeb  Rhoades  account  ex- 
ve  sent  a  prospectus  on  a  $4.4  mil- 
i!  I  offering  of  Enzo  Biochem,  Inc.  to 
nur-  >f  his  customers  with  a  note  suggest- 
hat  they  might  find  it  an  interesting 
jay   Enzo  Biochem  was  one  of  the  first 
caiiii  chmcal  companies  to  go  public. 
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lgh  the  stock  subsequently  did  very 
Schachter  says  he  got  exactly  two 
mses  to  his  mailing.  "The  Genen- 
reception,"  he  says,  "shows  you 
much  difference  there  is  between 
and  now." 

everyone  on  The  Street  is 
ng  about  how  superheated  the  envi- 
lent  has  become.  With  Genentech 
if  the  way,  the  big  push  now  is  for 
Computer    Inc.,    after  Tandy 
s  Radio  Shack  the  number  two 
jeer  of  personal  computers.  Apple  is 
I  :ted  to  go  public  sometime  late  this 
h  or  early  next.  One  sign  of  how 
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Red-hot  new  issues 

Since  the 

new-issue  stocks 

in  the  table  below 

went  public  recently,  they  have  appreciated  in 

value  anywhere 

from  65% 

to  209%. 

% 

Book 

Company 

Recent 

 Offering             change  in 

Price 

value  per 

(principal  businessl 

price 

price 

price 

range 

share 

American  Mgmt  Sys 

37'/2 

18 

4/27/79 

108% 

42 

-I6V2 

$6.18 

(computer  services) 

Biomedical  Ref  Labs 

20% 

9 

5/4/79 

126 

20% 

-  8V2 

2.55 

(clinical  laboratories) 

Genentech 

57% 

35 

10/14/80 

65 

89 

-35 

5.82 

(genetic  engineering) 

Kevex 

38  Vz 

17 

10/16/79 

127 

39  Vz 

-17 

7.07 

(precision  instruments) 

Printronix 

29 

12 

6/26/79 

142 

31 

-1  IVi 

3.38 

(minicomputer  printers) 

Sci-Tex  Corp  Ltd 

34 

11 

5/21/80 

209 

37 

-105/8 

2.54 

(computer  graphics  equip) 

Service  Fracturing 

36 

1  c 

1 J 

o/lZ/oU 

14U 

37'/2 

-15 

6.45 

(oilfield  services) 

Spectradyne 

263A 

11 

9/17/79 

143 

27 'A 

-10 

4.85 

/not*1!  rlnQpn-riTTiiit  T\/l 

lj  1  H  '  l  l,  1    LIUotU    V  1  1  L  cl  1  '.     1    V  J 

Topaz 

19J/4 

10Vs 

6/14/79 

82 

24  >/4 

-  6'/4 

2.68 

(computer  equipment) 

Unit  Drilling  &  Exploration 

36% 

14 

4/6/79 

163 

393/4 

-14 

5.13 

(contract  drilling) 

Walbar 

34'/8 

15 

8/7/79 

128 

35% 

-13% 

7.85 

(jet-engine  blades) 

"Genentechmania"— the  view  from  Europe 


One  savvy  investors  scared  silly  by 
the  buying  frenzy  that  attended  the 
Genentech  offering  Isee  story)  is  Au- 
gust J.  van  Oostveen,  managing  direc- 
tor of  Robeco  Group,  the  big  ($5  bil- 
lion in  assets)  mutual  fund  based  in 
Rotterdam.  Van  Oostveen  was  one  of 
some  500  European  money  men  gath- 
ered in  The  Hague  last  month  for  the 
annual  congress  of  the  European  Fed- 
eration of  Financial  Analysts'  Soci- 
eties. We  caught  up  with  him  two 
days  after  the  Genentech  offering,  and 
an  hour  after  keynote  speaker  John 
Kenneth  Galbraith,  in  an  aside,  had 
reminded  his  audience  of  the  great 
U.S.  speculative  binge  of  1929.  Was 
van  Oostveen  frightened  by  Genen- 
techmania? we  asked. 

He  replied:  "The  movement  [from 
35  to  89  and  back  to  72  within  the 
first  trading  day]  was  silly,  of  course. 
I  wouldn't  dream  of  buying  at  45.  But 
I'm  not  scared.  It  just  tells  me  that  in 
America  there  is  still  interest  and 
money  around  for  good,  new  ideas.  In 
many  of  the  other  markets  there  is 
neither  the  money  nor  the  interest  in 
new  ideas.  To  me,  that  is  a  very 


good,  positive  sign." 

Some  of  van  Oostveen's  serenity 
might  be  explained  by  the  fact  that, 
through  a  25%  stake  in  a  venture  cap- 
ital company  managed  by  San  Fran- 
cisco's Flambrecht  &.  Quist,  which 
helped  bring  Genentech  to  market, 
Robeco  owns  some  60,000  Genentech 
shares  at  a  cost  of  under  $1  per  share. 
Thus,  with  Genentech  at  45,  van 
Oostveen  was  sitting  on  a  paper  profit 
in  excess  of  $2.6  million  on  an  invest- 
ment of  less  than  $60,000. 

But  van  Oostveen's  cheery  outlook 
is  also  made  of  sturdier  stuff.  Robeco 
turned  bullish  on  U.S.  stocks  some 
years  ago  (Forbes, May  28,  1979).  The 
group's  Robeco  and  Rolinco  funds  are 
heavily  invested  (35%  and  40%  re- 
spectively) in  U.S.  equities,  mostly 
oils  and  established,  highly  capital- 
ized technology  companies.  Thanks 
largely  to  those  percentages  and 
those  categories,  the  total  return  on 
the  Robeco  fund  (assets:  $2.3  billion) 
shares  was  more  than  24%  for  the 
last  12  months,  while  Rolincc  (as- 
sets: $1.2  billion)  has  returned  over 
40%. — Laurence  Minard 
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heavy  demand  for  the  stock  is  likely  to 
be  shows  in  the  performance  of  the  Nau- 
tilus Fund,  a  closed-end  investment  fund 
that  owns  360,000  shares  of  restricted 
stock  in  Apple.  Traders  are  so  hot  to  get 
even  a  glancing  bite  of  the  computer 
producei  that  they're  pricing  Nautilus 
Fund  common  at  an  81%  premium  over 
net  asset  value  (Forbes, Sept,  15). 

"I've  got  a  drawer  full  of  tickets,  indi- 
cations of  interest  from  people  wanting 
to  buy  Apple  Computer/'  says  Jim  Kerr,  a 
brokei  with  Underwood,  Ncuhaus  &  (  0 
in  Houston  "Most  oi  tlu  in  don't  know 
anything  about  the  company,"  he  adds, 
shaking  his  head.  "They're  buying  it  for 
themselves,  tin  y  want  to  buy  it  for  their 
mother  or  grandmothei  They  In  .ml 
about  it  at  a  cocktail  party.  They  don't 
know  what  the  price  will  be,  but  they 
w.mt  '.oo  oi  i,(H)(i  shares.*' 

Last  year  fohn  Muir  &  Co.  did  not 
underwrite  a  single  new  offering.  So  far 
this  year  the  modest  size  Big  Board  firm 
has  .ilre.uly  done  nine,  and  has  about  ten 
more  ill  the  hopper.  Some  of  the  eompa 
mes  are  startups,  others  have  been 
around  long  enough  to  put  together  a 
track  record.  Most  are  comparatively  low 
pin  ed  [less  than  $5  a  share),  and  most  are 
unabashedly  speculative. 

The  customers  love  it.  They're  break 
u\£  the  dooi  down  to  get  in  on  the  action. 
"So  I. ii  tins  year/'  says  Director  of  Re- 
search Ray  Dirks,  "we've  been  opening  5 
tunes  as  many  accounts  as  last  year — 
100  accounts  a  day  now,  about  2,500  a 
yeai  and  with  hardly  any  attrition." 

There's  tins  to  say  foi  all  the  excite- 
ment: It's  bringing  the  public  back  to  the 
stock  market.  "We're  getting  many  more 
people  who  don't  ordinarily  buy  stocks," 
says  A  Robert  Towbin.  "They're  dying 
toi  somebody  to  tell  them  about  things 
to  buy." 

Another  broker  talks  oi  a  customer 
who  griped  about  not  getting  cul  in  on 
Geoentech  and  then  said:  "Get  the  next 
issue  for  me.  I  don't  care  what  it  is,  or 
what  they  make  lust  get  it  lor  me." 

It's  a  fun  game  in  a  way,  but  so  is 
Russian  roulette;  both  can  easily  end  in 
tragedy.  The  game  is  rooted  in  the  prin- 
ciple that  with  a  few  million  dollars,  an 
amount  that  wouldn't  budge  a  CM  or  an 
AT&T,  you  can  send  a  small  company's 
stock  soaring — especially  if  there  isn't 
much  stock  around.  The  trouble  with  the 
game  is  that  the  leverage  works  both 
ways.  Who  can  forget  1970  and  1974, 
when  you  could  scarcely  give  away  the 
shares  of  small  companies,  even  sound, 
established  ones 

But  for  now  at  least  there  are  a  lot 
more  buyers  than  sellers.  That's  inevita- 
ble when  demand  is  high  and  supply  is 
tightly  restricted.  For  example,  Merrill 
Lynch,  with  2  million  customers,  got 
only  18,000  shares  of  Genentech  to  sell. 
With  NBI,  Inc.,  a  producer  of  office  auto- 
mation systems,  there  were  only  400,000 


shares  doled  out  among  87  syndicate- 
members;  many  of  the  members  got  only 
1,000  shares  to  spread  among  hundreds 
of  clamoring  customers. 

The  clamor  has  spilled  beyond  so- 
called  high-technology  stocks — high 
tech  is  the  phrase.  Obscure  defense-relat- 
ed issues  like  Tacoma  Boatbuilding  Co., 
which  is  working  on  a  fat  backlog  of 
gunboats  and  cutters  for  the  U.S.  Navy 
and  the  Coast  Guard,  and  the  likes  of 
General  Defense  Corp.,  a  major  producer 
of  antitank  projectiles,  have  become  ma- 
jor items  in  the  new-issues  market.  Ta- 


coma, at  $26  a  share,  is  up  44%  sinci 
went  public  on  Sept.  30,  and  Genera] 
done  at  least  as  well. 

Cutters  and  antitank  missiles  obviq 
ly  don't  bat  in  the  same  glamour  leal 
with  genetic  engineering  and  compu 
software,  but  who  cares?  "Everyboi 
driven  by  the  same  motive  and  th| 
greed,"  says  Phil  Santamaria.  "At  scf 
point  all  this  froth  will  be  over  becaus 
tends  to  get  overdone."  The  great  uri 
swered  question,  of  course,  is  when. 

Gather  ye  rosebuds  while  yet  ye  rn 
But  watch  out  for  the  thorns.  ■ 


About-face  at  Warner-Lambert.  After  years  d 
diversification,  Ward  Hagan  is  back  to  bee, 
ing  up  the  ethical  drug  business. 


Chasing  after  | 
Merck 


By  Jeff  Blyskal 


Ward  S.  Hagan,  Warner-Lam- 
bert's affable,  white-haired 
chairman,  took  over  the  $3.2 
billion  (sales)  company  22  months  ago. 
Since  then  operating  results  have  been  as 
grimace-provoking  as  the  taste  of  the 
firm's  Listerine  mouthwash.  Margins 
have  collapsed  in  all  major  lines  of  busi- 
ness Profits  were  off  40%  last  year — and 
the  current  recovery  leaves  1980  per- 
share  earnings  stalled  at  the  1977  level. 

Warner  is  a  broad-line  pharmaceutical 
company,  but  33%  of  revenues  come  from 
consumer  products  like  baked  goods,  bub- 
ble gum  and  tisli  food  so  the  recession 
certainly  hurt  business.  Similarly  posi- 
tioned competitors,  however,  breezed 
through  the  downturn  without  a  hiccup, 
and  the  60-year-old  Hagan  is  now  imple- 
ment mr,  ,i  strategy  he  hopes  will  make  his 
company  equally  robust.  His  goal  is  to 
revitalize  drug  operations,  which  with- 
ered during  Warner's  diversification. 
"Our  flat-out  aim  is  to  go  after  Merck, 
Lilly,  SmithKline — everybody  and  his 
brother,  "says  Hagan.  "I  think  we're  going 
to  come  out  a  leader  in  health  care." 

A  noble  objective.  Ethical  drug  compa- 
nies like  Merck  and  SmithKline  now 
boast  pretax  margins  over  3  times  the 
lackluster  7.4%  Warner's  $1  billion 
health-care  division  posted  last  year. 


That  means  there  is  considerable  pot) 
tial  for  a  pickup  that  would  improve 
gan's  income  statement  dramaticallj 
but  it  certainly  won't  come  soon. 

Aside  from  Meclomen,  an  antiarthri) 
Warner  has  no  major  new  products  s» 
coming  to  market,  though  the  resea 
pipeline  holds  potential  with  "Lopid, 
cholesterol  reducer  having  prom 
against  heart  disease,  and  memory 
hancer"CI-8  79.  "As  an  investment  for 
future,  the  company  is  boosting  drug 
search  spending  10%  next  year,  to 
million.  Warner  has  also  hired  Jerryi 
Weisbach  from  SmithKline  who  de' 
oped  Tagamet,  an  ulcer  treatment  dl 
that  is  now  the  world's  bestselling  f 
script  ion  product.  Though  these  are  sig 
shifts  for  Hagan,  his  competitors  are  hi 
ly  quivering:  Warner's  new  drug  spend 
is  still  a  third  that  of  Lilly  and  Merck 

Hagan's  goal  of  revitalizing  drug  05 
ations  at  Warner  is  an  abrupt  about-f 
from  the  strategy  that  prevailed  dur 
the  mid-Seventies.  After  nearly  25  ye 
ot  domination  by  crusty  Elmer  Bobst, 
company  was  hell-bent  on  diversifi 
tion.  E.  Burke  Giblin,  a  General  0 
veteran,  preceded  Hagan  and  cap) 
those  efforts  in  1978.  In  one  $250  mill 
plus  splurge,  Warner  bought  EntJ 
matin's,  an  East  Coast  bakery,  and  Te 
a  leading  marketer  of  tropical  fish  foot 

I  he  move  into  pastry  has  been  swefi 
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wcr  Lambert  's  Ward  Hagan 

Jtngfor  Merck,  Lilly,  SmithKline- 


iveryone  and  his  brother.  But  how  good  a  shot? 


i^ssful.  The  fast-growing  division 
Id  produce  $50  million  in  pretax 
:s  this  year  on  $280  million  sales, 
n  earlier  acquisition  has  become  a 
ter.  In  1967  Warner  paid  $200  mil- 
n  stock  for  American  Optical,  hut  it 
y  broke  even  last  year  on  revenues 
21  million.  Warner  shades  some  of 
Bad  news  by  lumping  the  loss  pin 
ig  Cool  Ray  sunglass  division  in  its 
ink  all  Other  Products  hne-of-busincss 
cut.  "Visi  hi  care  is  a  blip  on  our 
screen,"  says  Hagan.  "It's  a  very 
,opn  nargin  business  with  heavy  foreign 
pro  >etition."  Wall  Street  sees  a  cut-and- 
ale  of  assets,  and  the  earnings  im- 
nifi^ould  be  considerable  since  AO  is  on 
er's  books  at  $345  million, 
gan  would  rather  discuss  the  hoped- 
rug-business  turnaround.  He  says 
lack  of  direction"  that  prevailed  in 
eventies  was  the  direct  result  of  a 
attack  by  the  Federal  Trade  (  oitl 
on  on  Warner's  Parke-Davis  acqui- 
aie|  i.  The  FTC  action  required  that  the 
p  ceep  separate  operations — a  sizable 
;i,lon  efficiency.  The  matter  was  set- 
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the  near  term  on  less  glamorous  business 
es.  Its  Listerine  mouthwash  is  the  leader 
in  that  $370  million-a-ycar  market,  and 
spinoff  Listermint  ranks  third.  Hut  stay- 
ing ahead  of  competition  like  Procter  & 
Gamble,  which  makes  second-ranked 
Scope,  takes  a  costly  dose  of  promoi  ional 
spending,  l  ast  year  Warner's  proprietary 
drug  operation  produced  pretax  margins 
of  under  12% ;  the  same  product  group  at 
Bristol-Myers,  which  makes  headai  he 
remedies  such  as  lixecdrin  and  Bufferin, 
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1976.  After  divesting  products 
1%  of  sales,  consolidation  began 
i)ji078.  Last  year  Hagan  used  major 
closings  to  streamline  operations  at 
t  of  $102  million.  But  he  believes 
er  should  save  $30  million  annually 
rom  closing  the  antiquated  Parke- 
plant  in  Detroit.  "Now  we  feel 
at  the  forefront  of  modern  produc- 
apabilities,"  he  says, 
w  wonder  drugs  won't  come  pouring 
,'diately  out  of  Warner's  research 
l  ine,  so  the  company  must  depend  for 
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A  stiff  price,  made  palatable  by  an  ex- 
panding product  line,  a  voracious  ap- 
petite for  new  market  areas  and  a 
computerized  baking  operation. 


did  hall  again  as  well. 

Though  growth  potential  for  Listerine 
may  be  limited,  Hagan  sees  it  and  Othei 
over-the-counter  remedies  as  more  Hi. iii 
just  mouthwash  or  painkiller.  "To  us, 
they  are  a  tremendous  growth  area  called 
self-medication.  Some  of  our  competi 
tors  are  already  we  1 1  established."  Today, 
Warner  markets  Sinutab,  a  decongestant, 
and  Efferdent,  a  denture  cleanser.  Hagan 
amis  to  com  in  m  I  in  iadening  Ins  Inn-. 

Just  as  Wamei  OIUSI  light  hard  to  keep 
a  mature  product  like  Listerine  ahead  of 
the  mouthwash  pack,  so,  too,  with  its 
chewing-gum  business.  There  Hagan's 
Ann  in. in  Chicle  brands  compete  with 
resurgent  Wrigley  and  Squibb's  Beech- 
Nut  gum  division.  Ovei  the  past  decade, 
Wamei  has  doubled  us  markei  share  to 
30%,  largely  at  Wrigley's  expense.  "Now 
they're  waking  up,  and  it's  affecting  ev- 
erybody," says  Hagan,  a  ten-year  Warner 
veteran  who  came  up  I hrough  the  i  i ' 1 1 
sumer  division.  "In  the  second  half  of 
this  year  our  gum-selling  costs  are  up  by 
30%,  but  no  matter  what  the  hell  is 
going  on  you  must  defend  your  market." 

Success  at  Warner-Lambert,  however, 
will  depend  on  much  more  than  shoring 
up  the  company's  often  vulnerable  posi- 
tions. At  the  moment,  its  shares  are  trad- 
ing at  20,  near  this  spring's  13-year  low 
of  17,  and  they  sell  at  a  rock  bottom  9 
times  earnings.  If  Hagan  can  merely 
reach  the  middle  echelon  of  the  pharma- 
ceutical industry — between  where 
Warner  is  now  and  the  positions  of  lead- 
ers like  American  Home  Products  and 
Bristol-Myers — the  payoff  in  profits  and 
stock  appreciation  could  be  dramatic.  ■ 
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Isuzu  Motors  doesn 't  think  it  is  coming  to  prey 
on  the  U.S.  auto  market— just  to  offer  another 
choice  that  Detroit  has  neglected. 

Another 
Japanese 
car  company? 


By  Kathleen  K.  Wiegner 


The  offices  of  American  Isuzu  Mo- 
tors in  downtown  Los  Angeles 
have  the  makeshift  look  that 
smacks  of  people  too  busy  to  worry  about 
decor.  Isuzu  Motors  Ltd.,  the  Japanese 
automaker,  will  be  introducing  its  first 
car  into  the  U.S.  next  March,  but  there's 
no  car  on  view  yet.  Inquisitive  auto  buffs 
who  wander  up  to  American  Isuzu's 
fifth-floor  suite  find  the  lobby  filled 
mostly  with  packing  boxes.  The  only 
thing  on  display  is  a  shiny  new  diesel 


engine,  presented  as  proudly  as  if  it  were 
a  piece  of  sculpture. 

That  makes  sense,  because  diesel  en- 
gines are  what  Isuzu  is  about.  The  Y635 
billion  ($2.6  billion)  sales  company  is  the 
world's  third-largest  diesel  engine  mak- 
er, after  Massey-Ferguson's  Perkins  sub- 
sidiary and  Mercedes-Benz.  While  Isuzu 
(founded  in  1916  as  Tokyo  Ishikawajima 
Shipbuilding  and  Engineering)  was  an 
auto  pioneer  in  Japan,  its  postwar  reputa- 
tion was  built  on  trucks,  which  still  out- 
number its  auto  sales  almost  4-to-l.  The 
450,000  cars  and  trucks  it  sold  in  Japan 


American  Isuzu's  General  Manager  John  Reilly 

The  spirit  of  Rudolf  Diesel  is  alive  and  well  in  Japan. 


in  1979  make  it  Japan's  sixth-largest 
hicle  producer.  In  addition,  Isuzu  s 
around  100,000  diesel  engines  a  yeai 
power  such  nonautomotive  items 
electrical  generators  and  construct 
machinery. 

With  sentiment  running  high  agai 
the  Japanese  automakers,  who  will  gri 
healthy  20%  of  the  U.S.  car  market 
year,  the  last  thing  the  U.S.  would  app  u 
to  need  is  another  Japanese  automoi 
But  Isuzu  sees  the  fight  as  being 
another   importer,   not   with  Detl) 
"The  niche  we  hope  to  exploit  is 
small  diesel-powered  cars  where  the 
real  competition  is  the  Volkswagen 
bit,"  says  Ichiro  Uesugi,  Isuzu's  ex<| 
tive  vice  president.  Demand  for  d 
cars  is  soaring,  not  only  for  the  pri 
versions  made  by  Mercedes-Benz,  A 
Peugeot,  Volvo  and  the  like  but 
cheaper  versions  as  well.  Last  year 
sold  96,000  diesel  Rabbits  and  Dashej|Kt 
the  U.S.  and,  given  supply,  could 
sold  many  more.  General  Motors  is 
only  U.S.  maker  with  a  diesel,  offerirj 
least  one  in  all  its  lines. 

The  diesel  uses  cheaper  fuel  to  pro 
up  to  25%  better  fuel  economy  than 
ventional  gasoline  engines,  and  is  a 
simpler,  long-lasting  engine  that  n^ 
less  maintenance.  Rather  than  haw 
style  and  chrome,  Isuzu  is  pushing 
"advanced  diesel  technology,"  ho| 
that  what  it  has  under  the  hood 
bring  the  buyers  in. 

The  name  Isuzu  (which  means  ' 
bells"  in  Japanese)  is  largely  unknow  "i: 
the  U.S.,  but  its  cars  and  trucks  are  fa  tin 
iar.  Since  1971,  when  General  Mr 
bought  34.2%  of  the  company,  Isuzu 
supplied  GM's  Chevrolet  division 
the  popular  lightweight  Luv  truck.  F 
1976-79  Isuzu  also  made  the  Buick 
for  GM.  But  GM  will  begin  buildin 
own  Luv  trucks  next  year  and  has 
continued  importing  the  Opel.  Fi 
the  loss  of  its  toehold  in  the  crucial 
market,  Isuzu  made  the  decision 
year  to  go  it  alone. 

Isuzu  has  had  a  long  love  affair 
the  diesel.  Back  in  1935  its  then  p 
dent  went  to  study  what  the  Gem 
were  doing  with  diesels  in  Gern 
(where,  after  all,  Rudolf  Diesel  inve 
the  engine  back  in  the  1890s).  In 
Isuzu  introduced  a  diesel-powered 
but  its  noisy  engine  was  no  match  fo 
smooth-running  gasoline  engine,  and 
car  went  out  of  production  in  a  few  yc 

"Toyota  and  Nissan  [maker  of 
suns]  concentrated  on  gasoline  eng 
and  prospered,"  remembers  Uesugi 
were  behind  the  competition  in  pa: J: 
ger  car  sales  when  our  competitors  J 
ed  exporting  to  the  U.S.,  so  we  cor 
trated  on  selling  lightweight  commt 
vehicles." 

But  the  era  of  the  diesel  car  may  fi 
have  arrived  along  with  $l-plus  gasc 
Last  year  Isuzu  introduced  a  diesel] 
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n  of  its  subcompact  Gemini  in  Japan, 
sting  the  best  fuel  economy  of  any 
sold  there,  it  was  an  instant  hit 

000  sold  so  far).  The  same  engine  will 
n  cars  Isuzu  will  ship  to  the  U.S.  and 

1  be  a  match  for  the  diesel  Rabbit, 
ch  currently  offers  the  best  fuel  econ- 
y  of  any  car  sold  here. 
Lside  from  fuel  efficiency,  Isuzu  also 
ms  to  have  solved  many  of  the  prob- 
is  that  have  hampered  diesel  en- 
;s — noise,  excessive  vibration,  poor 
fting  in  cold  weather  and  the  blue 

i'i§3ke  some  diesels  blow  out  the  tail- 
2.  For  example,  Isuzu's  engine  starts 
under  four  seconds  even  in  below- 
<zing  weather,  and,  once  running,  is 
[miet  as  a  gasoline  engine.  Pollutants 
been  reduced  so  far  that  the  Envi- 
mental  Protection  Agency  is  insist- 
that  with  just  a  little  more  effort 
u  could  meet  its  1981  standards, 
lething  other  diesel  carmakers  have 
n  unable  to  do. 
luzu's  immediate  U.S.  goals  are  mod- 
It  has  set  up  dealerships  in  only  22 
es,  scattered  primarily  around  the 
belt,  and  service  centers  in  26  others. 
Reilly,  American  Isuzu's  general 
si  lager,  says  he  hopes  to  sell  around 
hail  '00  cars  (called  the  I-Mark)  in  the  first 
lei  year,  putting  Isuzu  in  the  class  of 
ishin  11  importers  like  Saab  or  Renault, 
ly,  formerly  general  manager  of  VW 
erica's  Porsche-Audi  division,  also 
to  sell  about  10,000  copies  of  a 
11  Luv-type  truck  called  the  P'UP. 
hin  two  years  Isuzu  plans  to  bring  in 
her  specialty  car,  a  sports  car  along 
al  M  lines  of  the  popular  Mazda  RX-7  and 
Isuij  sun  280-ZX. 

uzu's  financial  risk  is,  ironically, 
;ed  by  its  GM  ties.  General  Motors  is 
ng  Isuzu's  diesel  engines  to  power 
diesel  Chevette  it  plans  to  introduce 
i  :  spring.  It  is  also  buying  transaxles 
its    front-wheel-drive    cars  and 
smission/engine    combinations  for 
ew  small  trucks.  That  keeps  Isuzu's 
ufacturing  costs  down,  since  Isuzu 
those  same  parts  in  its  own  cars  and 
cs.  Now  under  study  is  a  joint  project 
i  GM  to  build  a  factory  on  Hokkaido, 
i's  northernmost  island,  to  make 
parts  only  for  export — meaning 
ily  GM. 

)Wt((;  it  regardless  of  its  GM  ties  and  its 
ial  market  niche,  Isuzu  will  not  es- 
the  storm  stirred  up  by  automakers 
autoworkers  asking  for  quotas.  Reil- 
ughs  ruefully  when  asked  how  he 
about  taking  on  the  U.S.  just  now: 
Knute  Rockne  said  when  he  was 
;  ed  'Man  of  the  Year'  after  a  bad 
in,  'This  is  not  the  year  I  would  have 
en  to  be  the  man  of.'  "  But  if  the 
does  limit  Japanese  car  imports, 
y  thinks  Isuzu  will  still  find  a  mar- 
albeit  a  slower-growing  one.  "We're 
ittle  boy  on  the  team,"  he  says.  "We 
1  live  with  it."  ■ 
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The  odd  couple 


With  Isuzu's  arrival,  the  U.S.  will  have 
six  Japanese  automakers  scrapping  for 
ever  bigger  pieces  of  the  pie.  If  Mitsu- 
bishi Motor  Corp.  had  its  way,  there 
would  be  seven.  Japan's  third-largest 
automaker  already  sells  here,  but  its 
cars  (Dodge  Colt  and  Challenger, 
Plymouth  Champ,  Arrow  and  Sap- 
poro) are  sold  by  Chrysler,  which 
owns  15%  of  Mitsubishi.  Mitsubishi 
has  tried  everything — offering  to  pro- 
vide technical  knowhow,  or  let 
Chrysler  build  Mitsubishi  cars  in  its 
own  plants — in  trying  to  free  itself. 
But  unlike  Isuzu's  General  Motors 
deal,  Mitsubishi's  1971  tie-up  with 
Chrysler  precludes  the  Japanese  com- 
pany from  selling  cars  in  the  U.S. 
through  its  own  dealers.  So  far, 
Chrysler  has  insisted  on  the  letter  of 
the  agreement. 

Before  1970  Mitsubishi  Motors, 
then  a  division  of  giant  Mitsubishi 
Heavy  Industries,  was  no  great  shakes 
on  the  Japanese  auto  scene.  When  it 
became  a  separate  company, 
Chrysler's  offer  of  technology,  mar- 
keting and  money  in  exchange  for  a 
piece  of  the  company  looked  good. 


But  in  the  last  decade  Mitsubishi  Mo- 
tors has  become  one  of  the  fastest- 
growing  auto  companies  anywhere. 
Its  sales  in  that  time  grew  fourfold  to 
$4.4  billion  last  year,  when  the  mil- 
lion cars  and  trucks  it  produced  al- 
most matched  Chrysler's  1.2  million. 

Last  year  Chrysler  sold  around 
138,000MitsubishicarsintheU.S.,but 
Mitsubishi  thinks  it  could  sell  twice 
that  many  on  its  own.  In  1979  Nissan, 
Japan's  number  two  automaker,  sold 
over  4  times  as  many  cars  in  the  U.S.  as 
number  three  Mitsubishi.  But  in 
Chrysler's  view  Mitsubishi's  cars  give 
it  strength  in  the  small-car  end  of  the 
market  and  keep  a  potential  competi- 
tor in  line,  since  several  Mitsubishi 
models  compete  directly  with 
Chrysler's  Omni  and  Horizon. 

Mitsubishi  has  used  Chrysler's 
shaky  financial  position  to  break  free 
in  other  parts  of  the  world.  Last  year 
it  bought  Chrysler's  Australian  oper- 
ations and  now  has  the  right  to  mar- 
ket its  cars  everywhere  in  the  world 
except  the  U.S.  and  Canada.  For  now, 
Mitsubishi  and  Chrysler  are  an  odd 
couple,  but  still  a  couple.— a:. k.  w. 


Toxic  shock  could  be  a  boost  for  Kimberly- 
Clark,  a  close-mouthed  company  perpetually 
besieged  by  larger  competitors. 


The  paper  chase 


By  Jean  A.  Briggs 


It  is  easy  to  spot  the  corporate  losers 
in  the  current  controversy  over  toxic 
shock  syndrome.  Procter  &  Gamble 
just  announced  a  $75  million  writeoff 
stemming  from  problems  with  its  Rely 
tampon,  and  Tampax  Inc.  could  see  its 
$  1 95  million-a-year  sales  collapse  if  wom- 
en abandon  its  products  because  of  the 
health  scare.  But  one  company  that  will 
benefit  from  whatever  shifts  occur  in  the 
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$680  million-a-year  feminine  hygiene 
market  is  Kimberly-Clark.  Sanitary  nap- 
kins are  now  presumably  safer  than  tam- 
pons, and  Kimberly-Clark's  60-year-old 
Kotex  is  the  brand  leader. 

No  one  knows  whether  today's  scare 
stories  and  forthcoming  label  warnings 
will  change  buying  habits,  but  some  pre- 
liminary statistics  have  indicated  shifts 
in  cities  where  deaths  have  received  pub- 
licity. Given  Kimberly-Clark's  record  in 
the  napkin  market,  however,  it  seems 
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unlikely  that  the  Wisconsin-based  com- 
pany can  maximize  any  potential  stem- 
ming from  toxic  shock — even  if  the 
controversy  becomes  a  major  marketing 
opportunity. 

Although  sanitary  napkins  still  ac- 
count for  60%  of  total  menstrual  care 
sales,  they  have  been  losing  ground  to 
tampons  for  decades.  Furthermore,  Kim- 
berly-Clark  has  failed  to  innovate  even  in 
a  field  it  dominates.  "It  has  had  a  firm 
grip  on  the  dying  end  of  the  business," 
says  one  company  analyst.  Tampax, 
with  its  tampons,  was  a  legendary  Six- 
ties growth  company.  Then  Johnson  & 
johnson  introduced  a  new,  thin  napkin 
with  an  adhesive  strip,  and  quickly 
gained  market  share  at  Kotex'  expense. 
In  1974  Kimberly-Clark  belatedly 
launched  its  own  new,  thin  napkins, 
which  had  a  brief  success.  The  company 
also  began  work  on  a  superabsorbent 
tampon,  a  project  it  abandoned  last  year 
after  spending  perhaps  $20  million. 

At  the  moment,  Kimberly's  jut-)awed, 
bespectacled  Chairman  Darwin  Smith 
doesn't  want  to  discuss  potential  im- 
provement in  Kotex  sales — indeed,  he 
refuses  to  talk  to  Forbes  at  all.  For  that 
matter,  lawyer  Smith  has  a  history  of 
stormy  relations  with  the  financial  com- 
munity. At  an  analysts'  presentation,  he 
once  berated  his  audience  for  not  under- 
standing the  company,  and  received 
some  boos. 

Kimberly-Clark,  of  course,  is  a  corpo- 
rate hybrid.  It  gets  62%  of  its  $2.2  billion 
annual  sales  from  consumer  products  and 
the  rest  from  specialty  papers  and  com- 
modities such  as  newsprint  and  lumber. 
But  there  is  little  apparent  synergy.  Elimi- 
nating a  $  1 60  million  gain  from  the  sale  of 


forestland,  Smith's  earnings  have  grown 
at  an  average  1 1  %  over  the  past  five  years, 
while  return  on  equity  averaged  16%  for  a 
similar  period.  The  problem  is  that  top- 
tier  consumer-products  competitors  like 
Procter  &  Gamble  and  Johnson  &  (ohn- 
son  are  significantly  more  profitable,  as 
are  well-run  papermakers  like  Fort  How- 
ard and  Georgia-Pacific. 

Despite  its  size,  Kimberly-Clark  is 
perpetually  hobbled  by  the  need 
to  slug  it  out  against  far  larger 
companies.  For  example,  Kleenex,  its 
other  big  product,  is  the  bestselling 
branded  facial  tissue.  Today  that  yields  a 
respectable  operating  margin  of  about 
10%.  But  P&G's  Puffs  are  a  direct  com- 
petitor; they  are  already  sold  in  60%  of 
the  country  and  should  be  available  na- 
tionwide soon.  Kimberly-Clark's  defense 
will  require  costly  additional  advertising 
and  cents-off  promotions.  Meanwhile, 
aggressive  Georgia-Pacific  is  already 
claiming  turf  in  the  budget  market  with 
private-label  products. 

Similar  problems  confront  Smith  in 
disposable  diapers.  Sales  in  the  nation's 
largest  single  consumer  products  market 
are  expected  to  reach  $1.5  billion  next 
year.  Seven  companies  were  competing 
there,  but  now  only  P&G,  J&J  and  Kim- 
berly-Clark remain.  Kimbies,  Kimberly- 
Clark's  first  entrant,  leaked  and  had  to 
be  withdrawn  from  the  market.  Now 
the  company  aims  to  build  a  niche  for 
its  new  diaper,  premium-priced  Huggies, 
which  offers  the  added  convenience  of 
elastic  leg  bands.  But  PikG  wasn't 
caught  napping:  It  moved  its  similarly 
positioned  Luvs  national  earlier  than 
expected.  According  to  Smith  Barney's 
George  Adler,   Kimberly's  gains  have 


been  largely  at  the  expense  o) 
Though  executives  in  Neenah,  ab< 
mi  les  north  west  of  Milwaukee,  are  u 
ally  reticent,  another  strategy  ma 
have  hit  a  snag.  The  company  wa 
expand  in  the  industrial  paper  marla 
Fort  Howard,  the  leader  there,  is  sui: 
company  for  allegedly  trying  to  st< 
trade  secrets.  It  has  charged  that  Ki 
ly-Clark's  hiring  of  three  of  its  forrm 
ployees  and  a  former  consulting  firn 
attempt  on  Kimberly-Clark's  part 
quire  its  papermaking  knowhow. 
Howard  uses  wastepaper  and  is  the  l 
try's  lowest-cost  producer,  so  such  k 
edge  would  indeed  be  valuable.  Kim 
Clark,  of  course,  denies  any  intent 
wrongdoing,  but  it  has  postponed  pi 
build  a  new  plant  in  Georgia  that  \ 
have  used  wastepaper. 

Even  with  its  many  troubles,  hov 
Kimberly-Clark  was  beginning  to  d 
following  on  Wall  Street  well 
benefits  from  the  toxic  shock  sea 
came  a  possibility.  Analysts  expec 
the  company,  with  stock  that  sells 
relatively  low  7  times  earnings,  w 
the  one  big  paper  producer  definite 
increase  its  earnings  this  year  and 
The  reason:  Its  massive  Canadian 
mill,  plagued  by  problems  since  i 
pansion  started  in  1974,  will  lose 
money  in  1980  than  it  did  in  1979 
will  make  money  next  year.  Also, 
is  a  chance  that  Huggies  will  get  as 
as  20%  of  that  big  disposable-diaper 
ket.  If  not,  unless  fear  forces  millio 
women  to  switch  from  tampons  to 
tary  napkins — an  unlikely  event 
swing  from  loss  to  profit  at  the  pulp 
may  be  the  cheeriest  news  in  sigr 
Kimberly-Clark.  ■ 


Only  Rely  expands  fully 
in  just  one  minute. 


So  the  minute  you  need  protection, 
Rely's  double-absorbing  action 
is  there. 


Some  tampons  Like  halt' .in 
hour  lo  expand  fullv  Bui  Rch  * 
takes  just  60  secon tfs  lo  Huff  out 
to  its  lull  size,  titling  (he  vaginal 
walls  mj  snugls  th^r  right  from 
the  sian.  tlieVs  little  chance  ot 
bv-pass  accidents.  (Which  can  - 
occur  when  there's  a  cap  between 
you  and  your  tampon )  1 

Rely"  tits  better  than  any 
other  tampon,  so  it  protects  better  .igaiuM  hv-pass  leakage  Its  superior  fit 
comes  from  being  sort.  Flexible.  Resilient  rather  than  rigid.  So  as  your  vaginal 
k  "   muscles  move  or  contract.  Rely  can  move  with  them,  without 

"°     -*""ritv-   i     slipping  out  of  position. 

\      \  %         Rely  is  the  only  tampon  that  protects  with  its  kind  of 
L^y*  J '      double-absorbing  jction.  As  tiny  sponges  laside  the  tampon 
k  V  -J^U        absorb  vour  flow,  special  super- absorbent  fibers  pull  it  from 


the  beginning  of  their  period.  Regular  when 

Whichever  size  you  choose.  Rely  is 
very  comfortable  to  insert  lb  wear  To 
remove 

For  the  protection  of  doubic-ahsorbing 
action  and  superior  fit-in  one  minute 
in  Rdy 


Rely.  It  even  absorbs  the  w  orry. 


has  just  gotten  betted 


~  >>S  .  introduces  big  pad  protection  without  the  bulk. 


h;  '.•  •.d<-=i<r-«fr'?  U* 
.*  Trrtp"  pari,  bin  not  let  a 
\m  ihesiamUiirld  R 


atilc  th.tpe.  V-a  t-ivffcm  rv-S 
Mtivr  fx-Jibd  ends  lo  "rep  ttk)s«!7\ 
Invce  And  pxtrei^d  psm*r*  ami 
i^XTt-d  e^iis.  io  bt^v  less  m  <t 

■ 


it  s  not  |ust  belttess. 
It's  better. 


Napkins  versus  tampot 
Kimberly-Clark's 
Kotex  owns  the 
declining  napkin 
side  of  the  sanitary 
protection 
business — though 
toxic  shock 
problems  with  the 
Procter  &  Gamble 
Rely  tampon  could 
shift  customers  its 
way.  But  dont 
expect  P&C  to  exit 
the  $880  million 
market:  It  is 
reportedly 
developing  a  new 
napkin  and  just 
trademarked  the 
brand  name  Arrive. 
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Your  f irsfrtrip 
to  Alaska  is  free! 

Just  send  for  this  new  vacation -planning  book. 


Don't  just  read  about  Alaska-explore  it!  Your  free 
copy  of  the  new  1981  edition  Of  "Worlds  of  Alaska! 
and  Yukon"  will  take  you  there-and  help  you  plan 
the  vacation  of  a  lifetime. 

"Worlds"  contains  132  full-color  pages  of  trip  plan- 
ning descriptions,  prices,  special  discounts,  ways  to 
travel,  times  to  travel  and  lots  more  that  will  help  you 

Mail  the  reader  reply  card . 

We'll  send  "Worlds"  to  you. ..FREE! 


If  the  card  has  been  removed,  just  write:  Alaska  State  Division  of  Tourism,  Pouch  E-404,  Juneau.  Alaska  99811,  (907)  465-2010 


make  the  most  of  your  Alaska  vacation.  You'll 
discover  all  the  places  you  want  to  see  and  all  the 
things  you  want  to  do,  carefully  organized  and 
graphically  illustrated  with  photos,  maps  and  charts, 
More  than  1,200  visitor  services  are  listed,  and  adver- 
tisements describe  the  most  current  offerings  from 
Alaska's  tour,  transportation  and  lodging  companies. 


How  an  industrial  product 
from  Colt  Industries  will  help  k 
the  Sacramento  River  a  favorite 
with  fish  and  fishermen. 


To  process  138,000,000  gallons  of  waste  water 
a  day,  the  Sacramento  (California)  Regional 
County  Sanitation  District  is  building  one  of  the 
largest  computer-controlled  treatment  plants 
in  the  nation.  Here,  giant  solids-handling  cen- 
trifugal pumps  from  our  Fairbanks  Morse  Pump 
Division  will  help  move  the  liquid  stream  from 
initial  entry  to  final  discharge  as  a  highly  purified 
effluent  that  will  help  keep  the  Sacramento  River 
as  clean  and  full  of  sturgeon  as  ever. 


Fairbanks  Morse  is  a  long-time  manufactur 
of  rugged,  cost-effective  pumps  for  irrigation, 
sewage  handling,  water  supply  and  industrial 
uses.  It's  not  surprising  that  the  division  is  an 
important  part  of  Colt  Industries,  or  that  Colt 
Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  AA,  430  Park  Avenue, 
New  York,  NY  10022. 


Fairbanks  Morse  diesel  engines*  Fairbanks  scales*  Pratt  &  Whitney 
and  Elox  production  equipment*  Quincy  compressors*  Central  Moloney 
transformers*  Trent  welded  stainless  steel  pipe  and  tubing*  Crucible 
permanent  magnets  and  coil  springs*  Colt  firearms  □  Hdlley  carburetors 
Chandler  Evans  fuel  controls*  Fairbanks  Morse  pumps  O  Crucible 
specially  steels  □  Garlock  industrial  seals*  Stemco  truck  products 
France  compressor  products  □  Menasco  shock  mitigation  systems. 

Colt  Industries 


His  business  is  world  travel. 
His  watch  is  Rolex. 


From  bomber 
squadron  duty  in  the 
flak-filled  skies  of  World 
War  II  to  the  challenging 
office  of  Chairman  and 
Chief  Executive  Officer 
of  Pan  Am,  William  T. 
Seawell's  firm  hands  at 
the  controls  have 
proved  over  and  over  again 
his  qualities  as  a  leader 
of  men. 

Leadership.  It's  what 
it  took  to  accomplish  the 
largest  airline  merger  in 
history.  Leadership.  It's 
what  sets  Bill  Seawell's 
sights  on  horizons  more 
distant  than  most  can 
see.  His  personal  atten- 
tion has  meant  billions  of 
dollars  in  expanding 
tourism  and  international  commerce. 

His  calm,  take-charge  style  prevails, 
whether  as  an  Air  Force  general  or  an 


airline  executive. 
His  manner  is  precise, 
exact. .  .like  the  Rolex  he 
chooses  to  wear. 

Precision  and 
exactness  are  Rolex 
guidelines.  What  you 
might  expect  from  a 
watch  that  is  handcrafted 
in  192  individual  steps 
from  a  solid  block  of  gold 
or  stainless  steel.  The 
unique  Oyster  case  is 
world  famous  for  its 
unparalleled  durability. 
The  handsome  movement 
world  renowned  for 
its  reliability. 

Pan  Am:  An  airline 
that  goes  to  the  world's 
most  prestigious  places. 
Rolex:  A  watch  that  goes 
on  the  world's  most  prestigious  wrists. 

j 

ROLEX 


Write,  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  138.  Rolex  Building,  665  Fifth.Avenue,  New  York,  NY  10022. 
World  headquarters  in  Geneva.  Other  offices  in  Toronto  and  major  cities  around  the  world. 


le  Clean  Air  Act  is  up  for  renewal  next  year. 
1th jobs,  industries,  billions  of  dollars  at  stake, 
ivironmentalists  may  be  on  the  defensive. 


Clearing  the  air 


By  Ann  Hughey 


hen  the  dust  from  the  election 
ml  has  settled,  one  of  the  hottest 
TW    battles   on   the  congressional 

i  nda  will  be  next  year's  renewal  of  the 
j:an  Air  Act.  It  promises  to  be  a  beaut. 
the  last  time  Congress  tackled  the 
1st,  it  took  three  years  to  amend  the 
|'0  law.  The  cost  of  the  law  to  business 
p  an  estimated  $16  billion  to  $17  bil- 
|i  in  1978.  The  cost  per  year 

1987  is  conservatively  esti- 
Ited  at  $37.5  billion,  says 
[vis  Perl,  senior  vice  presi- 
■t  of  National  Economic  Re- 
Jrch  Associates. 
IVith  everyone  from  Big  Steel 
the  corner  steak  house  affect- 
lin  one  way  or  another,  it  is 
|  surprising  that  preparations 
next  year's  hostilities  are  un- 
way.  Environmentalists 
le  already  indicated  that  they 
!uld  like  to  make  the  law 
jgher,  and  have  dug  up  several 
Iv  problems  they  want  to 
jit.  One  is  the  alleged  green- 
jise  effect:  The  contention  is 
Jt  burning  more  coal  creates 
Imuch  carbon  dioxide  in  the 
jiosphere  that  the  sun's  heat 
rapped,  which  will  eventual- 
melt  the  polar  icecaps  and 
jse  massive  flooding.  Another  is  so- 
led acid  rain,  said  to  be  created  when 
Jissions  from  coal  burning  facilities 
llergo  chemical  changes  in  the  atmo- 
fere  and  come  down  in  rain  that  kills 
I  in  lakes  and  streams  and  destroys 
letation.  There  is  much  scientific  ar- 
Inent  about  these  two  problems.  As 
1  industry  clean-air  specialist  sees  it, 
ney  make  a  great  fallback  position" 
Ithe  environmentalists. 
Ji  the  other  corner,  the  steel,  coal, 
iomobile,  chemical,  paper,  construc- 

ii  and  utility  industries  (among  others) 
le  a  big  financial  stake  in  getting 

in-air  rules  and  regulations  relaxed — 


or  at  least  made  simpler  and  more  flexi- 
ble— and  in  eliminating  costly  planning 
and  construction  delays  from  EPA's  laby- 
rinthine rulemaking  and  permitting  pro- 
cedures. Small  business  wants  out  from 
under  the  red  tape  and  paperwork. 

State  governments  are  also  interested 
in  changes  that  would  make  it  easier  to 
administer  and  fairer  to  each  state.  For 
example,  New  York  might  not  be  able  to 
build  a  new  power  plant  because  some 


Los  Angeles  smog  in  October 
What  price  "environmental  quality"? 

New  Jersey  pollution  floats  its  way.  New 
York  air  pollution  director  Harry  Hovey 
favors  regional  instead  of  state  compli- 
ance plans.  He'd  also  like  to  see  manda- 
tory pollution  standards  replaced  by 
looser  seven-  to  ten-year  "objectives"  in- 
stead of  the  three-year  deadlines  now 
common. 

The  new  vocabulary  created  by  the 
Clean  Air  Act — BACT  (best  available 
control  technology),  SIP  (state  imple- 
mentation plan),  LAER  (lowest  achiev- 
able emission  rate),  PSD  (prevention  of 
significant  deterioration) — suggests  the 
complexity  of  the  law  Hovey  must  grap- 
ple with.  Says  Hovey,  "We  need  to  get 


rid  of  the  alphabet  soup." 

Also,  the  definition  of  each  acronym  is 
based  on  scientific  and  technical  deci- 
sions that  someone  invariably  disagrees 
with,  in  part  because  environmental  sci- 
ence is  in  its  infancy.  For  example,  some 
in  the  coal  industry  argue  that  sulfur 
dioxide  emission  standards  are  much 
tougher  than  needed  to  protect  public 
health,  while  some  environmentalists 
say  they  are  too  lax  to  prevent  acid  rain. 
Congress  will  be  inundated  with  con- 
flicting studies  and  reports  next  year. 
"The  trouble  is  that  in  areas  like  this, 
even  slight  differences  of  opinion  repre- 
sent hundreds  of  millions  of  dollars," 
says  former  steel  company  executive  Earl 
Young,  now  at  the  American  Iron  & 
Steel  Institute. 

So  far,  the  best  organized  lobbying  co- 
alition addressing  the  problem  seems  to 
be  the  National  Environmental  Develop- 
ment Association's  Clean  Air  Act  Proj- 
ect. Headed  by  John  Quarles,  former  EPA 
deputy  administrator,  the  group  takes  a 
moderate  stance  designed  to  allay  envi- 
ronmentalist fears  that  industry  is  out  to 
gut  the  act,  and  still  prod  Congress  into 
making  revisions  that  will  make  clean- 
air  regulation  more  workable  and  less 
expensive.  Despite  an  impressive  mem- 
bership ranging  from  Exxon  and  General 
Motors  to  Crown  Zellerbach 
and  Allied  Chemical,  Quarles 
may  have  heavy  competition 
for  the  industry  leadership  posi- 
tion when  the  fight  gets  going. 

The  Business  Roundtable,  the 
Chamber  of  Commerce  and  the 
National  Association  of  Manu- 
facturers are  all  gearing  up.  In- 
dustry's point  man  could  turn 
out  to  be  Conoco  Inc.'s  CEO, 
Ralph  Bailey,  who  is  expected  to 
head  up  the  environmental 
committee  at  the  Business 
Roundtable.  Bailey  cut  his  cor- 
porate teeth  at  Conoco's  subsid- 
iary, Consolidation  Coal  Co., 
the  nation's  second-largest  coal 
producer,  much  of  it  high  sulfur 
coal.  Bailey  has  long  been  an 
outspoken  critic  of  what  he  calls 
environmental  extremism  and 
of  the  Clean  Air  Act  in  particu- 
lar. While  industry  certainly  won't  call 
for  anything  as  drastic  as  repeal  of  the 
act,  under  Bailey's  lead  it  could  push  very 
hard  on  modifying  it. 

Then  there  are  steel  and  coal.  Though 
some  in  the  Carter  Administration  seem 
to  hope  they  have  bought  off  the  steel 
industry  with  a  recent  agreement  to  ex- 
tend clean-air  compliance  deadlines  and 
other  concessions,  steel  watchers  on 
Capitol  Hill  think  otherwise.  Steel  is  sit- 
ting on  at  least  one  report  that  will  pre- 
sumably be  used  as  ammunition  in  the 
upcoming  fight,  and  Iron  &  Steel  Insti- 
tute officials  reel  off  a  shopping  list  of 
changes  they  want  in  the  act. 
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The  coal  industry,  which  feels  it  was 
burned  by  taking  a  moderate  environ- 
mental line  on  the  now-defunct  bill  to 
subsidize  coal  conversion,  is  also  likely 
to  take  a  hawkish  stance  on  the  act.  The 
utilities  also  do  not  appear  willing  to  give 
much  at  this  stage. 

Moderate  Quarles  does  have  some  la- 
bor support,  however,  something  the 
hard-liners  are  unlikely  to  get.  The  build- 
ing and  construction  trade  unions  of  the 
AFL-CIO,  whose  members  stand  to  take 
a  beating  if  violations  lead  to  construc- 
tion bans  as  promised  in  the  act,  are 
strong  advocates  of  Quarles'  approach. 
"It's  senseless  to  think  you  can  go  to 
Congress  and  demand  either  repeal  of 
the  act  or  major  exemptions  from  it," 
says  James  Sheets,  research  director  of 
the  Laborers'  International  Union. 

If  industry  can  arrive  at  a  consensus 
position,  it  will  not  emerge  until  after 
the  election.  "Most  of  us  aren't  saying 
too  much  about  the  specifics  so  far. 
When  I  sit  down  at  a  poker  game,  I  like 
to  know  who  the  players  are,"  says  one 
coal  industry  official. 

Environmentalists,  terrified  by  Rea- 
gan's environmental  statements,  support 
Carter's  reelection  as  crucial  to  their 
cause.  The  Carter  Administration  in- 
cludes many  of  the  environmental  move- 
ment's top  leaders,  such  as  David  Haw- 
kins, formerly  with  the  Natural  Resourc- 
es Defense  Council  and  now  an  EPA 
assistant  administrator  in  charge  of 
clean  air,  or  Gus  Speth,  chairman  of  the 
Council  on  Environmental  Quality. 

Industry  thinks  the  congressional 
races  are  more  important  to  the  clean  air 
fight  than  having  a  friend  in  the  White 
House  because  an  administration  is 
viewed  as  but  one  among  many  pressure 
groups.  In  both  the  House  and  the  Sen- 
ate, retirements  and  lost  seats  for  con- 
gressmen on  several  key  committees  and 
subcommittees  dealing  with  clean  air 
legislation  might  well  result  in  a  more 
probusiness  lineup.  The  appointment  of 
Senator  Edmund  Muskie  (D-Me.)  as  Sec- 
retary of  State,  for  example,  was  a  major 
loss  for  the  environmentalists. 

But  even  if  the  new  committee  align- 
ment is  more  probusiness  than  the  old 
one,  extracting  a  compromise  on  clean 
air  is  going  to  be  a  maior  headache.  Envi- 
ronmentalists have  proven  resilient  in 
the  past  no  matter  how  determined  or 
unified  industry  was.  However,  labor  is 
beginning  to  see  environmental  regula- 
tions as  one  cause  of  unemployment.  (As 
a  current  bumper  sticker  puts  it,  "If 
you're  hungry  and  out  of  work,  eat  an 
environmentalist.")  The  Council  on  En- 
vironmental Quality  s  latest  poll  shows 
that  the  number  of  people  who  think 
reducing  air  and  water  pollution  is  one  of 
the  top  three  national  problems  has  fall- 
en from  53%  to  24%  in  the  last  decade. 
That  can  only  mean  trouble  for  the  envi- 
ronmental movement.  ■ 


If  you  have  lemons,  you  make  lemonad 
That  is,  unless  you  re  a  banker  and  the  len 
ons  are  in  your  bond  portfolio. 

What  would  we  tell 
the  public? 


By  William  Baldwin 


A cursory  glance  at  the  profit  and 
loss  statement  of  First  Commerce 
Corp.,  holding  company  for  the 
$1  billion  (assets)  First  National  Bank  of 
Commerce  in  New  Orleans,  might  sug- 
gest that  President  Thomas  G.  Rapier  is 
doing  something  very  wrong.  For  the 
first  half  of  1980,  net  income  per  share 
was  69  cents,  down  from  $1.23  the  year 
before  and  barely  enough  to  cover  the  60- 
cent  dividend.  But  Wall  Street  thinks 
he's  doing  something  right.  Between  Jan. 
1  and  Sept.  30  the  stock  climbed  73A 
points  to  23 Vi,  putting  it  first  in  percent- 
age appreciation  among  the  75  banks 
followed  by  Salomon  Brothers. 

Look  again  at  that  quarterly  report. 
First  Commerce's  operating  income — 
that's  before  securities  gains  and  losses — 


spurted  to  $2.98  a  share,  from  $1.24 
the  first  half  of  1979.  So  why  were 
ported  earnings  down?  Because  Rapi 
investment  department  was  dump 
low-interest,  long-term  bonds,  taking 
tax  loss  and  reinvesting  the  proceed) 
other  bonds.  The  $2.29  per  share  in  af 
tax  securities  losses  doesn't  mean  F 
Commerce  was  having  worse  luck  t 
other  banks  in  the  chaotic  bond  mark 
It  simply  reflects  an  unusually  aggres: 
tax-loss  strategy.  "The  government  p 
46%  of  any  loss  I  have,"  Rapier  s 
proudly.  Many  other  banks  experien 
the  same  losses  but  were  content  to  le 
them  hidden  under  the  rug  of  accep 
accounting  principles,  which  permit 
cunties  to  be  retained  on  the  book: 
cost  rather  than  market  value.  In  orde 
get  the  tax  benefit  from  a  fall  in  a  boi 
market  value,  the  bank  has  to  sell 


Thomas  C.  Rapier,  president  and  CEO  of  First  Commerce  Corp. 
"The  government  pays  46%  of  any  loss  I  have."  
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Announcing  the  ultimate  American  motor  car. 


New  for  1981 . . . V8-6-4  Fuel 
Injection . .  .or  Diesel  V8! 

Of  all  the  cars  in  the  world,  only 
Seville  offers  you  the  choice  be- 
tween a  standard  Diesel  V8  engine 
— or  V8-6-4  Fuel  Injection,  a  remark- 
able new  engine  that  automatically 
goes  from  8  to  6  to  4  cylinders  and 
back  again,  depending  on  power 


4  FUt  I  INJECTION 


needs.  Sevilles  are  equipped  with 
GM-built  engines  produced  by  vari- 
ous divisions.  See  your  Cadillac 
dealerfor  details. 

MPG  Sentinel. 

Standard  with  V8-6-4  Fuel  Injection, 
MPG  Sentinel  can  help  you  become 
a  more  efficient  driver.  One  push  of 
the  Active  Cylinders  Display  button 


shows  the  number  of  cylinders  in 
use — which  can  help  you  adjust  your 
driving  habits  to  increase  4-cylinder 
operation.  Other  features  include  in- 
stantaneous mpg,  average  mpg  and 
estimated  range. 

Front-Wheel  Drive. 

Seville's  front-wheel 
drive  gives  impres- 
sive traction  and 
added  roominess. 

The  Digital  Seville. 

Available  now ...  a 
Digital  Instrument 
Cluster  that  translates 
vital  driving  information  into  bright, 


easy-to-read  digital  displays. 

Memory  Seat — 

with  "His  and  Her"  settings. 

Simply  adjust  the  six-way  power 
seat  to  a  comfortable  driving  posi- 
tion, press  the  "set"  button  and  then 
one  of  the  two  numbered  recall  but- 
tons. This  Cadillac  exclusive  will 
store  the  position  you've  selected  in 
its  memory  bank.  Then,  whenever 
you  touch  the  appropriate  recall  but- 
ton, Memory  Seat  will  automatically 
return  to  that  same  comfortable  driv- 
ing position. 

An  inviting  invitation. 

Your  Cadillac  dealer  invites  you  to 
test-drive  this  remarkable  automo- 
bile. Once  you  do,  we  think  you'll 
agree  —  Seville  is  the  ultimate 
American  motor  car. 


"Creative  financing  is  as 
mportant  to  getting  a  plane 

in  the  air  as  the  wings-" 


"The  aerospace  industry  deals  in  big  numbers,  like  the  two 
billion  dollar  capital  investment  a  new  generation  plane  requires  —  or 

the  one  hundred  billion  dollars  we  expect  the  airlines  to  spend  on 
equipment  in  the  next  decade.  That's  going  to  take  a  lot  of  financing, 
which  is  why  our  size  and  our  experience  count  V 

Aerospace  is  the  largest  export  industry  in  the  country.  Competitive 
export  and  commercial  bank  financing  packages  are  crucial  if  the  U.S.  is 

going  to  maintain  its  dominance  of  the  market  worldwide.  So  we 
work  very  closely  with  the  manufacturer  and  the  Export-Import  Bank 
to  come  up  with  the  best  deal  for  a  particular  country  or  carrier?' 

"Sometimes  we  find  ourselves  financing  the  same  piece  of 
equipment  several  times  over.  First  we  lend  the  manufacturer  money 

to  build  the  plane.  Then  the  airline  needs  financing  to  buy  it. 
And  five  to  ten  years  down  the  road,  a  third  loan  might  be  necessary 
because  the  plane  will  be  sold  to  another  airline** 

i6  Chase  has  had  an  aerospace  division  for  35  years.  We've  been  pioneers 
in  lending  to  the  industry.  And  we're  committed  to  it  for  the  long  run?* 


Talk  to  today 's  Chase 

A  major  lender  worldwide  under  all  market  conditions. 


CHASE 


•OCHASE  MANHATTAN  BANK  N  A  1980.  MEMBER  FDIC 


which  means  a  charge  to  the  equity  ac- 
count, even  though  the  bank  is  no  less 
strong  for  having  accepted  reality  and 
taken  the  loss. 

That  explains  why  most  banks  take 
bond  losses  only  in  small  doses.  Says  Paul 
S.  Nadler,  a  Rutgers  University  professor 
and  bank  consultant:  "An  awful  lot  of 
banks  don't  do  tax-loss  planning  because 
they  don't  want  to  show  it  on  their  bal- 
ance sheets." 

What  Rapier  is  doing  is  much  like  the 
traditional  bond-swapping  that  individ- 
uals undertake,  especially  toward  the  end 
of  the  year.  You  have  some  old  bonds 
worth  a  lot  less  than  you  paid  for  them, 
so  you  sell  them  to  generate  a  loss,  and 
invest  the  proceeds  in  a  comparable  is- 
sue. (Not  the  same  issue,  or  the  transac- 
tion is  a  "wash  sale"  that  the  IRS  won't 
recognize.)  You  end  with  the  same  in- 
come as  before  but  you  have  a  nice  tax 
deduction.  It's  similar  with  banks,  the 
chief  difference  being  that  banks,  unlike 
other  corporations  and  individuals,  can 
use  securities  losses  to  offset  ordinary 
income  dollar  for  dollar,  with  no  ceiling 
on  the  amount  of  the  deduction. 

Rapier  isn't  speaking  with  strict  accu- 
racy when  he  says  that  the  government 
covers  46%  of  the  bank's  loss.  It's  more 
like  an  interest-free  loan  from  the  gov- 
ernment. Here's  how  it  works:  Suppose 
the  bank  sank  $1  million  into  a  6%  tax- 
exempt  bond  back  when  6%  was  the 
going  rate.  The  bond  matures  in  1990.  If 
the  bank  does  nothing,  the  bond  will 
remain  on  the  books  at  its  purchase 
price,  and  there  will  be  no  gain  or  loss  to 
report  when  it's  cashed  in  for  $1  million 
at  maturity.  With  similar  bonds  now 


yielding  9%,  however,  the  market  says 
this  investment  is  worth  only  $800,000 
today.  In  a  tax  swap  the  bond  is  sold  and 
the  proceeds  put  into  $1  million  face 
amount  of  similar  6%  bonds  due  in  1990. 
There's  no  change  in  the  $60,000-a-year 
coupon  payments  or  the  $1  million  real- 
ized at  maturity.  But  the  transaction 
causes  a  $200,000  reduction  in  taxable 
income  in- 1980,  worth  $92,000  at  in- 
come-tax time.  It  also  adds  $200,000  to 
the  bank's  taxable  income  in  1990,  in- 
creasing the  tax  bill  then.  What  the  bank 
has  done  is  to  postpone  a  $92,000  tax 
payment  for  ten  years.  If  a  banker 
doesn't  know  the  value  of  a  ten-year, 
interest-free  loan,  he  shouldn't  be  a 
banker. 

Sometimes  a  bank  will  find  its  taxable 
income  already  down  to  near  zero,  so 
tax-swapping  won't  pay  off.  This  is  most 
likely  to  be  true  of  large  money-center 
banks  with  foreign  tax  credits  or  other 
factors  bringing  down  the  effective  U.S. 
tax  rate.  But  sometimes  it  is  true  for 
smaller  banks.  Equimark,  holding  com- 
pany for  Equibank  in  Pittsburgh,  ended 
last  year  with  almost  $84  million  in  un- 
realized securities  losses.  But  it  couldn't 
find  any  taxable  income  to  offset  with  a 
tax  swap,  even  using  the  liberal  ten-year 
loss-carryback  rule  that  Congress  has 
given  banks.  Robert  F.  Kastelic,  chief 
financial  officer,  says  Equibank  has  been 
trying  for  two  years  to  whittle  down  the 
portfolio  of  municipals,  to  give  itself 
more  flexibility  in  tax  and  investment 
strategy.  It's  not  easy  when  interest  rates 
jump  up  at  every  turn. 

Sometimes  sheer  timidity  prevents  ef- 
fective action.  Tennessee  Valley  Ban- 


The  perils  of  the  bond  markets 


Nine  of  the  country's  billion-dollar  banks  had  unrealized  securities  losses  as  of 
Dec.  31,  1979  that  equaled  more  than  one-third  of  shareholders'  equity. 
Because  of  the  favorable  tax  rules  for  banks,  realizing  $  1  of  loss  should  cut  only 
about  50  cents  aftertax  off  the  equity  account — provided,  of  course,  that  the 
bank  hasn't  already  wiped  out  its  taxable  income  by  other  means. 


Book  minus  market   Unrealized  loss 


Assets* 

value  of  securities 

as  a  % 

Bank 

(billions) 

(millions) 

of  equity 

Wilmington  Trust 

$1.39 

$  58.5 

74.6% 

Wilmington,  Del 

Equimark 

2.66 

83.9 

70.5 

Pittsburgh,  Penna 

First  Pennsylvania 

8.99 

191.0 

54.6 

Philadelphia,  Penna 

Tennessee  Valley  Bancorp 

2.00 

40.1 

40.1 

Nashville,  Tenn 

Barnett  Banks  of  Florida 

3.66 

80.6 

37.5 

Jacksonville,  Fla 

Hartford  National 

2.59 

32.3 

36.8 

Hartford,  Conn 

Central  Bancshares  of  the  South 

1.76 

44.1 

36.4 

Birmingham,  Ala 

BancOhio 

5.01 

104.7 

35.4 

Columbus,  Ohio 

United  jersey  Banks 

2.53 

38.2 

34.4 

Princeton,  NI 

'Assets  are  for  bank  holding  corporation  where  applicable. 


Source  Keefe,  Bruyetle  &  Woods 


corp,  holding  company  for  Nashvi 
Commerce  Union  Bank,  ended  last 
with  $40  million  in  unused  bond  los 
or  about  $5  a  share  after  tax.  Wha 
took  in  1979  was  a  piddling  3  cen 
share  in  losses.  The  bank  had  plent 
taxable  income  within  the  ten- 
carryback  to  do  more,  says  Eugen< 
Shanks  Jr.,  senior  vice  president 
treasurer.  Why  didn't  it?  "You  hav» 
consider  how  the  various  constitt 
cies — management  and  shareholders 
the  public — would  react,"  he  says.  M 
ing,  of  course,  that  management 
willing  to  face  the  music. 

But  sometimes  a  bank  manager 
bite  the  bullet  in  order  not  to  ] 
up  tax  benefits.  Wilmington  T 
Co.  dumped  $248  million  of  its  b 
portfolio  last  year,  generating  $16  i 
lion  in  losses.  After  a  partial  ol 
through  the  sale  of  a  bank  building, 
purge  was  enough  to  cause  a  68%  dro 
net  income,  to  $1.74  a  share.  1 
wasn't  even  enough  to  cover  the  $2. J 
share  in  dividends,  so  there  was  a 
million  drop  in  the  equity  account,  fv 
of  the  transactions  took  place  in 
fourth  quarter,  for  which  the  bank  ha 
report  a  $1.20-a-share  loss. 

It  helped  that  the  man  who  engine< 
this  tax  maneuver,  President  Bernai 
Taylor  II,  came  to  Wilmington  Trus 
July  1979.  He  didn't  have  to  blame  h 
self  for  a  balance  sheet  bloated  with  lc 
term  fixed-rate  securities  that  were 
ing  financed  with  rate-sensitive  o 
night  borrowings.  But  even  Ta 
sacrificed  tax  advantages  to  protect 
balance  sheet:  By  selling  the  buildin 
the  same  year  with  the  bonds,  he  gavi 
the  favorable  capital-gains  tax  rate  on 
building.  And  the  purge  was  not  painl 
Taylor  was  careful  to  sound  warn 
before  the  quarter  was  over.  "We  v> 
over  this  with  branch  managers  so  t 
could  handle  inquiries  from  custon 
wanting  to  take  their  deposits  out 
went  over  it  with  our  major  funds  sup 
ers.  We  went  over  it  with  the  local  ne 
paper."  Taylor  has  a  lot  more  to  do. 
the  end  of  the  year  his  securities  por 
lio  was  still  $58.5  million  under  w£ 
But  the  cleanup  of  the  investment 
count  is  beginning  to  pay  off  aire* 
Operating  income  for  the  first  r 
months  of  1980  was  $3.97,  up  from  $^ 
last  year. 

Actually,  the  question  of  bond  swap 
only  the  tip  of  a  very  dangerous,  \ 
jagged  iceberg.  What  if  the  principb 
booking  market  losses  were  appliec 
fixed-rate  loan  portfolios,  like  low-in 
est  mortgages?  If  they  were  writ 
down  to  market  value,  some  banks, 
almost  any  savings  and  loan  associati 
would  appear  to  be  insolvent,  accorc 
to  Dwight  Jaffee,  a  Princeton  Univer: 
economist.  As  banker  Eugene  Sha 
says,  "There's  a  temptation  not 
change."  ■ 


■ 
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HOW  TO  DRIVE  A  DEAL  IN  LE  HAVRE. 
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: 
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33 

22 
41 
81 
56 
21 
98 
31 

73 
80 
76 
35 
20 
55 

7 
91 

8 
67 
89 

8 
93 
66 
38 

1 

68 
26 
99 
20 
35 
77 
88 
94 
61 
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DIAL  DIRECT 

You're  really  in  the  driver's  seat 
when  you  do  business  by  phone. 
You  can  shift  gears  as  needed, 
negotiate  all  the  curves  with  ease. 
If  your  area  has  International 
Dialing,  there's  no  speed  limit. 
For  Le  Havre,  just  dial: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  COOE         CODE  CODE 

Oil  +  33  +  35+  LOCAL  NUMBER 

A  3-minute  call  you  dial  yourself 
costs  you  $6.30,  so  you're 
ahead  right  away.  Save  the  handy 
codes  for  your  next  call. 
ALMOST  DIRECT 
No  International  Dialing  in  your 
area?  You  can  still  go  full  throttle. 
Just  tell  the  Operator  the  country, 
city  name  and  local  number 
you  want,  and  you're  practically 


there!  On  Station  calls  not 
requiring  special  operator  assist- 
ance, you  get  the  same  low  rate 
as  dialing  direct. 

Need  to  transmit  data 
overseas?  We  now  offer  interna- 
tional DATAPHONE®  service  to 
most  foreign  countries. 

(2)  Bell  System 


Rome 
Trieste 
Turin 


It's  not  so  bad  being  in  cyclical  businesses 
during  a  recession  if,  like  Colt  Industries,  you 
keep  falling  to  higher  plateaus. 


The  fine  art 
of  falling 


That  is  one  helluva  well-balanced 
earnings  mix!"  says  Colt  Indus- 
tries President  David  Margolis, 
proudly  patting  Colt's  latest  nine 
months'  earnings  report. 

Colt  shareholders  might  not  leap  im- 
mediately to  the  same  conclusion  after 
reading  their  third-quarter  earnings 
statements,  which  show  a  50%  drop 
from  the  same  period  last  year  because  of 
heavy  losses  in  Colt's  Crucible  Steel  sub- 
sidiary. But  Margolis  dismisses  that 
steep  earnings  decline  lightly:  "When 
the  automotive  and  housing  industries 
lay  an  egg,  Colt's  going  to  get  hurt,"  he 
says  matter-of-factly.  "The 
point  is  that  three  of  our  princi- 
pal groups  actually  had  stronger 
earnings  this  year.  If  we  have 
one  major  conviction  around 
here  it's  that  one  can  manage 
fundamentally  cyclical  busi- 
nesses in  such  a  way  that  each 
time  you  fall,  you  fall  to  succes- 
sively higher  plateaus." 

In  other  words,  if  Colt  fell 
from  $77  million  in  earnings  in 
1974  to  $52  million  in  1975, 
this  year  Colt  may  fall  from 
$111  million  to  perhaps  the  sec- 
ond-best year  in  its  history. 

Margolis  and  his  boss,  Chair- 
man and  Chief  Executive 
George  Strichman,  have  good 
reason  to  crow.  Theirs  has  been 
a  particularly  adroit  balancing 
act  since  taking  over  nearly 
bankrupt  Fairbanks  Whitney  (as 
Colt  was  then  called)  back  in 
1963.  Stripping  Fairbanks  of  its 
losing  product  lines,  the  two 
then  acquired  their  way  into 
fields  somewhat  related  to  their 
surviving  diesel  engine,  fire- 
arms and  weighing  equipment 
lines:  Quincy  Compressor  in 
1966;  Central  Moloney  Trans- 
former, Holley  Carburetor  and 
Crucible  Steel  in  1968;  and 
more  recently,  sealing  device 


and  industrial  coatings  producer  Garlock 
in  1976  and  aircraft  landing-gear  produc- 
er Menasco  in  1977. 

That  diversity  paid  off  in  the  late  Six- 
ties, when  the  Vietnam  War  was  at  its 
height.  Colt  got  well  over  a  third  of  its 
earnings  from  defense-related  business- 
es, led  by  the  Colt  Firearms  division, 
designers  of  the  M-16  rifle.  In  the  early 
Seventies  it  was  Crucible's  profits  that 
held  Colt  up.  This  year  it's  industrial  and 
power  equipment. 

If  Colt  has  been  able  to  rank  consis- 
tently in  the  upper  third  of  major  U.S. 
corporations  in  both  profitability  and 


Colt  Industries  David  Margolis  and  George  Strichman 
Againt  odds,  heading  for  their  second-best  year. 


growth,  it  is  due  at  least  as  mucl 
persistent  pruning  as  to  prudent  acqi 
tions.  "We  wanted  companies  that 
already  secured  a  leadership  position 
had  perhaps  not  realized  the  profits  t| 
should  have,"  Margolis  explains,  T| 
the  industrial  and  power  equipment 
sion  that  has  produced  40%  of  C 
operating  earnings  so  far  this  year. 
1963,  when  we  arrived,  those  were 
businesses  that  were  in  the  red,  with) 
future  and  no  direction,"  says  Margo] 
Central  Moloney,  once  stripped  oil 
sickly  large- transformer  line,  is  now 
of  the  South's  largest  suppliers  of  n 
dential  distribution  transformers. 

George  Strichman  is  proud  of  vi 
Colt  was  able  to  do  for  Crucible  Specii 
Metals  up  in  Syracuse,  New  York.  Q 
Colt's  worst  division,  it  is  now  ha\j 
the  best  year  in  its  history.  "We 
graded  everything  we  were  doing, 
tooled  the  plant  and  changed  directioi 
the  same  time,"  says  Strichman.  | 
this  stage,  even  in  a  downturn,  Syracj 
has  dropped  a  little  volume  but  it's  stj 
substantial  money  earner." 

If  the  recession  is  ending,  as  it 
pears  to  be,  Colt  should  end  up  witi 
pretty  good  year.  With  housing  piety 
up  and  the  automotive  industry  try 
to  get  up  off  its  knees,  Colt's  full 
looks  promising,  too.  Holley  Carburd 
began  emphasizing  carburetors 
smaller  cars  years  ago;  it  capture! 
large  share  of  the  small-car  markel 
part  because  the  captive  supi 
ers  of  Ford  and  General  Mol 
could  not  retool  fast  enou 
By  the  time  they  do,  the  ma! 
for  small-car  carburetors  i 
have  grown  enormously.  Cn 
dler  Evans  supplies  fuel  puij 
for  the  F-15  and  F-16  fighter] 
craft  and  has  a  fat  order  back] 
So  does  Menasco,  which  s| 
plies  all  the  landing  gear  for 
F-16,  the  Boeing  757  and  the 
1011  and  the  nose  gear  for 
Boeing  767.  Both  will  be  b 
for  years. 

But  Strichman  and  Marg^ 
intend  to  keep  overhauling) 
prepare  for  the  next  recession 
believe  we  are  going  to  have  ml 
recessions  in  the  future  than 
had  in  the  past  and  that 
amplitudes  of  those  swings  in 
business  cycle  will  be  greatj 
says  Margolis.  "The  manag 
who  succeed  will  be  those  t 
can  find  their  way  through  th 
recessions  and  build  earn 
power.  You  can  never  be  smuj 
this  business."  Particularly 
if  you're  as  highly  paid  as  Stri 
man,  who  ranked  tenth 
Forbes'  list  of  executive  cc 
pensation  last  year  with  aim 
$2.5  million,  or  Margolis,  \n( 
around  $  1  million.  ■ 
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A  new  electronic  shield  gives  invisible  protection  to  the  flet 


In  this  electronic  age  a  ship  at  sea  has  no 
place  to  hide.  Fog.  Darkness.  Smoke  screens. 
No  longer  do  they  offer  any  protection. 

Radar-guided  missiles,  for  example, 
could  reach  this  ship  within  seconds  after  they 
appear  over  the  horizon.  To  provide  an  effec- 
tive defense  in  this  short  time,  each  missile 
must  be  detected,  tracked,  and  classified.  And 
an  appropriate  response  quickly  activated. 

This  is  the  job  of  a  sophisticated  new 
electronic  countermeasures  (ECM)  system  de- 
signed and  produced  by  Raytheon  for  the  U.S. 
Navy.  It  makes  use  of  a  totally  new  type  of 
electronic  technology  to  cope  with  the  speed 


and  complexity  of  multiple  missile  attacks.  I  , 
already  in  use  protecting  Navy  ships  around 
the  world  and  is  scheduled  to  be  installed  or 
more  than  300  vessels. 

This  makes  Raytheon  the  nation's  large 
producer  of  shipboard  ECM  systems  and. 
together  with  our  traditional  airborne  ECM 
business,  gives  us  a  strong  position  in  an 
already  large  and  growing  field. 

Electronic  countermeasures— just  one  v 
Raytheon  is  putting  advanced  technology  to 
work  to  help  provide  for  the  nation's  securit 
Another  example  is  the  unique  guidance  sys 
tern  we  developed  for  the  U.S.  Army's  Patri 


defense  system  to  meet  the  demanding 
[uirements  of  the  1980s  and  beyond.  Patriot 
pow  entering  production  at  Raytheon. 

Not  only  are  we  producing  Sparrow  and 
llewinder  airborne  missiles,  we  are  at  work 

evolutionary  improvements  to  each.  And, 
I  are  one  of  two  companies  selected  by  the 

S.  Air  Force  to  develop  a  totally  new 

/anced,  medium  range,  air-to-air  missile. 
Add  to  these  programs  many  others, 

ging  from  sonar  systems  to  strategic  radars, 
lm  communications  systems  to  air  traffic 
ntrol.  The  result  is  a  solid,  diversified 
Vernment  business. 


Raytheon. .  .a  company  with  expected 
1980  sales  of  $4.9  billion  in  electronics, 
aviation,  appliances,  energy,  construction,  and 
publishing.  For  copies  of  our  latest  financial 
reports,  please  write  Raytheon  Company, 
Public  Relations.  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


The  Polo:  a  water-resistant  quartz  Piaget. 
136  grams  of  18K  gold  carved 
link-by-link  into  the  most  dynamic 
sports  watch  ever  made. 


Designed  to  accommodate 
the  most  diverse  lifestyle. 

Shock-resistant.  Water-resistant  to 
three  atmospheres.  You  can  go 
through  the  day  and  night  never 
having  to  take  it  off  your  wrist. 

Styling  and  ruggedness  only 
Piaget  could  combine. 

Rugged  yet  distinctly  elegant  is 
the  uniqueness  of  the  Polo.  On 
your  wrist,  it  is  one  continuous 
flow-bracelet  to  case  to  bracelet. 

18  karat  gold  bracelet  down 
to  the  smallest  screw. 

Each  link,  carved  from  a  solid 


Each  link  of  the  bracelet  is  handcarved  from  a  solid 
block  of  18K  gold.  And  individually  attached  by  a  tiny 
gold  screw.  The  result  is  a  new  dimension  in  flexibility. 


block  of  18K  gold,  is  individually  at 
tached  by  tiny  gold  screws.  Piagel 
has  achieved  a  new  dimension  ill 
beauty  and  flexibility. 

Impeccable  accuracy  is 
inherent  in  a  Piaget. 

The  Polo's  electronic  quartz  move 
ment  is  completely  hand-crafted  ii 
Switzerland,  accurate  to  within  3C 
seconds  a  year.  And  never  need 
winding.  You  simply  replace  th> 
battery  every  two  years. 

The  Polo.  For  the  man  wh» 
deserves  the  most  expensive  watcl 
in  the  world :  a  Piaget. 


PlAGEl 


For  information  write  Piaget.  Dept.  FB.  650  Fifth  Ave  .  N  Y  10019  or  444  Bnckell  Ave  .  Miami  Fla  33131  or  9465Wilshire  Blvd  .  Beverly  Hills.  Ca.  90212  or  2  Bloor  St  E  Toronto.  Ontario  M4W  1A8Q 


le  U.S.  helped  the  Japanese  to  rebuild  their  steel  industry.  Now  Japan 
returning  that  favor — but  not  simply  for  old  times'  sake. 


Steel 
turnabout 


By  Kathleen  K.  Wiegner 

he  Japanese  today  are  the  undis- 
puted world  leaders  in  steelmak- 
ing,  having  long  since  left  the  un- 
rofitable,  underinvested  American 
1  industry  behind.  Now,  eager  to  ex- 
t  their  edge  for  all  it's  worth,  the 
nese  are  busy  marketing  their  tech- 
ogical  expertise.  As  the  U.S.  is  a 
e  market  for  exported  steel,  so  has  it 
ome  a  key  market  in  which  to  peddle 
nology.  "We  intend  to  make  tech- 
ogy  transfer  a  profitable  business  for 
company,"  says  Haruki  Kamiya, 
naging  director  of  Nippon  Kokan,  at 
3  trillion  ($5.7  billion)  sales,  Japan's 
ond-largest  steelmaker.  It  recently  li- 
sed  to  Bethlehem  Steel  and  Inland 
el  its  process  for  making  the  strong, 


flexible    steel    used    in  automobiles. 

Nippon  Kokan  (NKK)  is  not  the  only 
steel  technology  exporter.  In  1978  Japa- 
nese steelmakers  sold  Y17.5  billion  ($83 
million)  worth  of  expertise,  an  increase 
of  over  300%  in  just  five  years.  That 
figure  doesn't  include  equipment  sales, 
just  knowhow.  Nippon  Steel,  Japan's 
largest  steelmaker,  is  advising  U.S.  Steel 
on  design  changes  for  the  latter 's  biggest 
blast  furnace  in  Gary,  Ind.;  Kawasaki 
Steel  signed  an  overall  technical  ex- 
change agreement  with  Republic  Steel; 
Sumitomo  Metal  Industries  will  help 
U.S.  Steel  computerize  its  production 
lines  at  Baytown,  Tex. 

By  year-end  Nippon  Kokan,  Kawasaki, 
Sumitomo  and  Nippon  Steel  will  all  have 
U.S.  subsidiaries,  specifically  opened  to 
negotiate  more  such  agreements.  Ironic- 


ally, American  steelmakers — Japan's 
prime  technology  customers — are  the 
same  companies  that  helped  put  the  Jap- 
anese industry  on  its  feet  in  the  after- 
math of  World  War  II,  when  "Made  in 
America"  still  was  the  last  word  in  tech- 
nical prowess.  Older  steel  executives  all 
over  Tokyo  remember  fondly  their  visits 
to  U.S.  plants  in  the  1950s  to  learn  the 
trade,  and  many  personal  and  business 
relationships  have  continued  over  the 
years — Nippon  Steel  and  Armco,  for  in- 
stance, or  Republic  and  Kawasaki  Steel, 
whose  chairman  and  president  both  once 
trained  at  Republic. 

Japan's  technological  edge  in  steel- 
making  came,  however,  not  by  just  mim- 
icking American  processes.  The  Japa- 
nese shopped  all  over  the  industrial 
world,  and  what  they  are  selling  back 


!  energy  control  center  at  Nippon  Kokan s  Ohgishima  island  works  off  the  coast  near  Kawasaki 
recycling  waste  gases  and  heat,  a  massive  cut  in  energy  consumption  per  ton  of  steel. 
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today  is  a  synthesis  of  the  best  ideas 
from  the  U.S.,  France,  Russia,  Sweden 
and  Germany. 

Technology  itself  is  not  enough  to  save 
the  U.S.  steel  industry,  beset  with  capital 
shortages,  spiraling  costs  and  antiquated 
plants.  But  as  a  recent  study  by  the  Of- 
fice of  Technology  Assessment  found 
last  June,  it  can  be  an  essential  ingredi- 
ent. New  technology  can  reduce  costs, 
for  example,  ranging  all  the  way  from 
better  use  of  raw  materials  to  energy 
saving  (see  chart).  With  some  of  the 
newest  steelmaking  facilities  in  the 
world,  the  Japanese  have  a  lot  to  offer  an 
industry  badly  in  need  of  modernization. 

Despite  its  technical  prowess,  the  Jap- 
anese steel  industry  is  entering  into  its 
own  difficult  times.  During  the  Eighties, 
steel  production  is  expected  to  grow  only 
about  2%  to  3%,  a  far  cry  from  the  big 
boom  years  of  the  last  two  decades.  Al- 
ready Japan  is  up  to  its  elbows  in  excess 
capacity  and  long-term  debt,  and  as  more 
and  more  Third  World  countries  (which 
regard  steel  mills  as  symbols  of  nation- 
hood) begin  producing  steel,  Japan  will 
find  it  harder  and  harder  to  export  that 
excess  capacity.  Selling  technology  is  an 
attempt  to  insure  against  loss  of  export 
markets. 

Because  they  were  building  from 
scratch  following  World  War  II,  the 
Japanese  were  able  to  leapfrog  the  U.S., 
stuck  with  older  plants,  labor  troubles 
and  a  hostile  national  government  bent 
on  jawboning  prices  down.  In  the  last 
30  years  only  two  steel  mills  were 
built  in  the  U.S.  The  most  recent, 
built  in  the  1960s,  is  the  5-million-ton 
Bethlehem  Steel  works  at  Burns  Har- 
bor, Ind. 

In  Japan,  steel  was  a  "target  industry," 
blessed  with  almost  unlimited  capital 
from  the  banks  and  with  a  boom  in  such 
steel-using  industries  as  automobiles  and 
shipbuilding.  The  1960s'  "third  modern- 
ization program"  saw  the  building  of 
such  giants  as  Nippon  Kokan's  16-mil- 
lion-metric-ton  Fukuyama  works;  Kawa- 
saki's 12-million-metric-ton  Mizushima 
works;  Nippon  Steel's  10-million-ton  Ki- 
mitsu  works;  and  five  others  nearly  as 
large,  on  landfill  sites  along  the  Japanese 
coast  where  ships  could  unload  raw  ma- 
terials (90%  of  which  are  imported)  and 
load  finished  product  for  export.  From 
the  first  unloading  to  the  final  shipping, 
all  the  latest  innovations  have  spectacu- 
larly cut  manufacturing  costs  and  raised 
productivity. 

A  walk  through  Nippon  Kokan's  re- 
cently completed  Ohgishima  works 
shows  what  can  be  accomplished  if  the 
money  is  available.  Built  on  a  man-made 
island  off  Kawasaki  over  eight  vears  and 
costing  $4  billion,  Ohgishima  takes  in 
almost  4  million  tons  of  coal  and  10 
million  tons  of  iron  ore  annually  from 
docks  on  one  side  of  its  island,  runs  that 
ore  through  two  giant  blast  furnaces,  and 


Japan's  steel  edge 

Since  1950  the  U.S.  share  of  world  steel 
production  has  fallen  from  45%  to 
around  17%.  Not  only  will  the. Japanese 
ship  more  steel  this  year,  they  will  also 
make  it  more  efficiently.  Energy  costs 
are  roughly  20%  of  the  cost  of  steel  pro- 
duction, double  ten  years  ago.  Part  of 
Japan's  edge  comes  from  buying  more 
coke.  This  allows  the  Japanese  to  report 
lower  energy  consumption  than  the 
U.S.,  which  counts  the  energy  used  to 
make  coke  from  coal.  But  it  will  still 
take  some  doing  for  the  U.S.  to  catch  up. 


Total  shipments 


Total  shipments  (millions  of  net  tons) 


120 


110 


U.S. 


BTTJs 


Million  BTU's  per  net  ton  of  shipment 


35 


U.S. 


Japan 


15 


I     I     I     I  I 


J  I  I  l_J_ 


'70  '71  '72  '73  74  '75  '76  '77  '78  '79*  '80t 

•Estimates  for  BTUs.tEstimates  for  total  shipments 


loads  6  million  tons  of  finished  product 
from  docks  on  the  other  side. 

Ohgishima  is  a  miracle  of  automation. 
Two  of  IBM's  biggest  computers  and  25 
smaller  process  computers  oversee  oper- 
ations from  beginning  to  end.  Only  750 
people  are  needed  on  any  shift,  and  rath- 
er than  being  on  the  floor,  many  of  them 
are  high  up  in  control  rooms  filled  not 
with  the  sound  of  metal  and  machinery 
but  with  the  flickering  of  computer 
screens.  In  the  energy  control  center,  the 
first  of  its  kind  in  the  world,  computers 
calculate  energy  usage  and  recovery.  Fi- 
nally, all  the  computers  at  Ohgishima  are 
hooked  up  to  NKK's  office  in  Tokyo  so 
that  instructions  and  special  orders  can 
be  relayed  rapidly  from  40  miles  away. 

Small  wonder  that  when  Inland  Steel 
undertook  a  $1  billion  program  six  years 
ago  at  Indiana  Harbor,  Nippon  Kokan 
was  the  consultant  on  its  new  blast  fur- 
nace and  the  source  of  the  continuous 
annealing  process  Inland  would  like  to 
install,  if  it  can  come  up  with  the  cash.  In 
annealing,   steel   is  heated  and  then 


cooled  to  make  the  metal  stronger 
more  flexible.  Conventional  anne; 
takes  five  separate  steps  and  ten  < 
NKK's  process  takes  one  step  and 
minutes.  "In  1975,  NKK  licensed  the 
ter-quenched  cooling  process  it  us« 
annealing  from  Inland,"  says  Pet< 
Connor,  manager  of  market  dev« 
ment  for  Inland.  "We're  getting 
what  we  exported." 

A  lot  of  what  the  Japanese  offer  is 
new  technology  but  what  might  be  c; 
simple  tricks  of  the  trade.  "We  fc 
Nippon  Steel  could  run  one  of  its 
furnaces  for  900  shifts  before  they  h; 
reline  the  furnace,"  says  an  Ar 
spokesman.  "We  were  struggling  tc 
600.  As  it  turned  out  they  weren't  tj 
better  bricks,  they  just  had  better  w 
manship  and  were  running  their  fum 
better.  Even  walking  through  our  p 
they  can  see  things  like  inventories, 
duction  controls,  even  changes  in  sc 
uling  which  could  make  a  difference 
help  Armco  improve  profitability  a 
Houston  works,  Nippon  Steel  will  se 
team  of  engineers  to  do  just  that- 
around  the  plant  and  recommend  f 
tice  changes. 

Technology  transfer  brings  the  J 
nese  other  consolations  as  well.  S 
steel  mills  will  be  built  in  Nigeria 
China,  Japan  may  as  well  be  ma 
money  building  them  and  providing 
engineers  (also  in  oversupply  in  Japai 
run  them.  Technology  deals  can 
help  secure  raw  materials.  Sumiti 
Metal  and  Kobe  Steel  plan  to  build 
and  forged  steel  and  steel  pipe  plant 
Mexico,  for  example.  "We  want  oil 
the  simple  explanaton  of  a  Kobe  S 
manager. 

Kobe  is  also  involved  in  a  joint  ven 
in  Qatar,  having  built  a  new  steel 
there,  the  first  ever  in  the  Arabian  < 
area.  The  Qatar  works  uses  some  of 
most  advanced  technology  available 
eluding  direct  reduction  of  iron  on 
replace  the  blast  furnace  and  coke  o 
This  way  Kobe  is  making  friends  in 
Middle  East,  which  has  the  oil  Ja 
must  have.  But  "Qatar  is  superio: 
what  we  have  in  Japan,"  says  a  K 
executive,  recognizing  that  Japan  ma 
where  the  U.S.  was  20  years  ago. 

All  the  Japanese  steel  execut 
Forbes  talked  to  in  Tokyo  were  vis 
worried  over  the  state  of  the  much  o 
U.S.  steel  industry,  whose  own  matu 
approaches  senescence.  That  may  drs 
bitter  laugh  from  the  American  side, 
their  concern  is  not  altruistic.  A  w 
and  declining  American  steel  indu 
throws  up  protective  barriers  arour 
market  the  Japanese  desperately  n 
since  about  20%  of  their  exports  an 
the  U.S.  The  Japanese  feel  they  can 
competitive,  even  with  a  modemi 
U.S.  industry,  and  to  keep  access  t 
are  willing  to  help  equalize  things. 

For  a  price,  of  course.  ■ 
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A  SOBERING  PROSPECTUS  FOR 
THE  LUXURY  SEDAN  BUYER. 


MAKE 


BMW  5  SERIES 


YEAR 


1975 
1976 
1977 
1978 
1979 
1980 


ORIGINAL  PRICE' 


$  9,097 
$10,590 
$12,495 
$14,840 
$15,505 
$20,650 


CURRENT  VALUE; 


$  7,486 
$  8,619 
$  9,575 
$11,833 
$15,550 


RETAINED  VALUE 


82.3% 
81.4% 
76.6% 
79.7% 
100.3% 


CADILLAC  SEVILLE 


1975 
1976 
1977 
1978 
1979 
1980 


NOT  MADE 

$12,479 
$13,359 
$14,710 
$16,224 
$20,477 


$  7,247 
$  8,733 
$10,114 
$12,436 


58.1% 
65.4% 
68.8% 
76.7% 


MERCEDES  280E 


1975 
1976 
1977 
1978 
1979 
1980 


$12,756 
$14,296 
$17,114 
$19,711 
$22,943 
$26,193 


$  8,672 
$  9,997 
$12,539 
$14,839 
$19,231 


68.0% 
69.9% 
73.3% 
75.3% 
83.8% 


JAGUAR  XJ6 


1975 
1976 
1977 
1978 
1979 
1980 


$13,100 
$14,250 
$16,500 
$19,000 
$20,000 
$25,000 


$  7,342 
$  8,653 
$10,333 
$12,903 

N/A 


56.1% 
60.7% 
62.6% 
67.9% 

N/A 


Perhaps  the  most  fiscally  respon- 
sible way  of  determining  an  auto- 
mobile's intrinsic  worth  is  how  well  it 
performs  on  the  used-car  lot. 

And  according  to  the  1980  Na- 
tional Automobile  Dealers  Association 
Official  Used-Car  Guide,  none  of  these 
luxury  sedans— domestic  or  imported 
approach  the  BMW  528i. 


The  explanation?  In  spite  of  the 
myriad  of  government  regulations  and 
the  demands  of  the  gas  tank,  the 
engineers  at  BMW  have  been  able  to 
design  a  high-quality,  fuel-efficient 
automobile1  that  never  compromises 
the  BMW  conviction  that  extraordi- 
nary performance  and  precision  engi- 
neering are  the  only  rational  motives 


for  purchasing  an  expensive  car. 

So  why  invest  in  a  car  that  mere- 
ly offers  the  resale  value  of  a  Cadillac, 
Jaguar  or  Mercedes,  when  you  can 
invest  in  something  considerably  bet- 
ter—a car  that  offers  the  re- 
sale value  and  extraordinary  „ 
performance  of  a  BMW? 
THE  ULTIMATE  DRIVING  MACHINE. 


8MW  MUNICH. GERMANY 

l|  The  BMW  528i  delivers  [18]  EPA  estimated  mpg  and  30  estimated  highway  mileage  These  fuel  efficiency  figures  are  for  comparison  purposes  only  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length 
II  Your  actual  highway  mileage  will  most  likely  be  lower  'Manufacturers'  suggested  advertised  delivered  price  Does  not  include  taxes,  license,  freight  or  optional  equipment  *  January  1980  National  Automobile  Dealers 
•  Association  average  retail  values,  based  on  actual  sales  reports  from  new  and  used-car  dealers  throughout  the  continental  US©  1980  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of 
JBayerische  Moforen  Werke.  AG 


"On  the  Middle  South  Utilities  system  we  have  two 
nuclear  units  in  operation  and  three  more  under 
construction.  By  1990  we'll  have  at  least  that  many 
coal-fueled  plants  on  line.  With  this  kind  of  fuel 
diversity  -  getting  away  from  total  dependence 
on  oil  and  natural  gas  -  we  can  help  move  America 
smoothly  into  a  brighter  energy  future ! ' 

Middle  South  is  making 

energy  that 

^HfUfl^H  makes 
HiQ  7  sense. 


middle  mn 

SOUTH  XLM 

UTILITIES 

INC. 


Dr.  Walter  Washington,  President,  Alcorn  State 
University,  Lorman,  Mississippi,  A  director  of  Middle 
South  Utilities,  Inc. 


Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  fi?  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 


Opers'  intellectual  chairman,  Fletcher 
rom  plays  visionary  on  the  lecture  circuit, 
tk  home,  earnings  have  been  flat  lately 


"See  me  in  a 
year  and  a  half 


By  Thomas  Jaffe 


RANKLY,   MORE  THAN  ONE  of  my 

directors  has  suggested  that  I  get 
back  more  into  daily  decision- 
ing,"  says  Fletcher  L.  Byrom,  62, 
rman  of  $2  billion  (sales)  Koppers 
M  Pittsburgh. 

t  not  hard  to  see  why  some  Koppers 
tors  have  started  to  become  edgy 


about  their  chief  executive.  While  the 
compact,  energetic  Byrom  has  been  off 
on  the  lecture  circuit  giving  numerous 
speeches  on  "Business  and  Society,"  "In- 
novation and  the  External  Environment" 
and  "The  Great  Interface  Revival,"  or 
else  conducting  seminars  for  Koppers 
middle  management  with  a  reading  list 
ranging  from  fashionable  neoconserva- 
tive  Irving  Kristol  to  old-fashioned  so- 


cialist Michael  Harrington,  his  conglom- 
erate's earnings  have  been  going  no- 
where. In  the  past  five  years,  Koppers' 
return  on  equity  has  sunk  from  20.3%  to 
17.1%,  after  a  dramatic  climb  from  6.2% 
back  in  1970.  Although  profits  have  in- 
creased 43%  since  1975,  that  growth 
came  mainly  from  the  acquisition  of  a 
clutch  of  Sunbelt  road  materials  outfits 
for  $86  million  in  cash  and  stock.  Then, 
there  was  a  $15. 1  million  gain  on  the  sale 
of  Cutler-Hammer  shares  picked  up 
when  Koppers  briefly  played  white 
knight  against  Tyco  Labs  in  a  bitter  1978 
takeover  fight. 

There  also  have  been  some  expensive 
snafus.  A  problem  with  a  reactor  catalyst 
at  one  chemical  plant,  compounded  by 
bad  weather,  cost  $10  million  to  correct. 
A  new  continuous-fusion  process  that 
didn't  work  at  another  was  replaced  for 
$10  million  more  (forcing  Koppers  to  take 
a  $2.4  million  writeoff).  A  $15  million 
miscalculation  outfitting  a  coke  plant 
with  environmental  controls  knocked 
out  as  much  as  $12  million  in  operating 
income.  Koppers'  directors  know  that  the 
ninth  of  "Byrom's  Commandments"  is, 
"Make  sure  you  generate  a  reasonable 
number  of  mistakes."  But  this  starts  to 
look  like  an  unreasonable  number.  Now 


\ppers'  Pittsburgh  headquarters,  Byrom  works  at  his  specially  designed  desk 
mUm  decision  to  pour  money  into  his  basic  businesses  pay  off? 

S,  N 
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Electric  utilities  have  always  set  high  standards 
for  the  products  they  use.  Too  much  depends  on 
them  to  do  otherwise. 

Recently,  however,  leading  utilities  were  look- 
ing for  power  cable  that  would  not  just  meet 
industry  standards- — but  beat  them. 

It  was  Phelps  Dodge  that  came  up  with  the 
answer:  our  new  Higher  Performance  Cable.  A 
cable  made  to  more  stringent  specifications  and 
tested  to  higher  levels  for  improved  reliability. 


Unusual?  Not  at  all.  Greater  reliability  is  the 
hallmark  of  a  score  of  quality  products  we  make 
for  electric  utilities.  Copper-Nickel  condenser  tub« 
for  example.  And  our  Continuously  Transposed 
Cables  of  magnet  wire  for  power  transformers. 

All  in  all,  each  year,  we  turn  about  a  billion 
pounds  of  copper  into  modern,  useful  products 
for  the  utility  industry  and  others.  That's  because 
people  who  depend  on  copper  depend  on  us. 
Phelps  Dodge — the  time-tested  name  in  copper. 


Phelps  Dodge  Cable  and  Wire  Company's  15-kV  Higher  Performance  Cable  being  installed  in  Chicago  by  Commonwealth  Edison  Company. 


300  Park  Avenue,  New  York,  N  Y  10022 


The  copper  people  from 
Phelps  Dodge 


HARRIS  technology 
on  the 
job 


In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

HARRIS  Corporation 
offers  a  complete 
family  of  high-performance, 

general-purpose  computer  systems.  Providing  virtual  memory, 
data  base  management  and  a  multitude  of  languages  for 
scientific  and  commercial  applications. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  computer  system  at  Shell  Oil's 
Science  and  Information  Center 


ZoSyil  HARRIS 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


;rs  is  being  slammed  by  the  reces- 
In  1980  income  is  expected  to  drop 
timated  30%,  to  $60  million,  or 
$2.30  a  share, 
uld  this  indifferent  record  have 
better  had  Fletch,  as  he  is  known  by 
ssociates,  stepped  down  from  the 
n  and  taken  a  greater  hand  in  oper- 
>?  "It  may  sound  conceited  but  I 
have  to  prove  to  anybody  that  I 
how  to  make  decisions;  my  job  is 
p  other  people  know  how  to  do  it," 
lyrom,  sitting  in  an  easy  chair  with 
eg  swung  over  the  side,  but  he 
't  bridle  at  the  question.  "Besides, 
less  of  what  anybody  says,  you 
do  anything  with  reported  earn- 
ou  do  it  with  cash.  That's  how  to 
company,  and  that's  how  I  measure 
hen  he  points  proudly  to  Koppers' 
tently  high  capital-spending  rec- 
early  all  of  it  paid  for  with  internal- 
erated  cash. 

ing  the  Seventies,  he  goes  on,  Kop- 
cash  flow  increased   18%  corn- 
ed. Even  in  1980  it  will  be  around 
million,  almost  the  same  as  last 
Byrom  has  been  plowing  most  of 
ack  into  an  ambitious  expansion 
m  (since  1975  he  also  has  held 
erm  debt  below  30%  of  total  cap- 
n  1980,  spending  will  hit  $200  mil- 
early  double  the  amount  in  1977. 
e  1976,  around  $80  million  has 
nto  foundry  coke  facilities — part  of 
rganic  materials  group  that  ac- 
s  for  about  30%  of  sales  and  profits, 
ncreased  Koppers'  capacity  by  40% 
now  holds  a  25%  share  of  the  U.S. 
et.  No  matter  that  the  automotive 
try,  its  primary  foundry-coke  cus- 
r,  has  been  in  the  doldrums.  Byrom 
ts  it  to  rebound  by  spring  1982. 
re  coke  also  means  more  of  its  by- 
ct  coal  tar.  This  is  the  feedstock 
which    Koppers   produces  such 
icals  as  coal-tar  pitch  used  in  the 
num  industry.  As  the  biggest  pro- 
'  of  coal  tar  and  its  derivatives, 
n  claims  the  company  shouldn't 
much  trouble  selling  to  outside  cus- 
rs  any  new  capacity  it  can't  use  itself 
se  the  price  of  this  basic  raw  materi- 
become  more  competitive  with  the 
iditionally  used  by  the  petrochemi- 
idustry.  Since  1972  the  price  of  a 
!  of  coal  tar  has  risen  fivefold,  from 
o  $60;  but  compare  that  to  oil,  up 
%,  from  $2.72  to  $32.62  a  barrel  dur- 
e  same  period. 

m  is  looking  for  a  revival  of  the 
ndustry  as  well.  "The  U.S.  cannot 
to  have  steel  sick  in  perpetuity," 
e.  If  he's  right,  Koppers  easily  can 
d  the  500,000  tons  of  blast-furnace 
worth  up  to  $50  million  in  sales — 
has  inventoried.  Such  a  comeback 
ill  go  a  long  way  toward  bolstering 
ltering  engineering  and  construc- 
tion. In  1977  it  had  $20.1  mil- 
operating  income;  now  it's  in  the 


red.  Since  Koppers'  engineers  have  built 
75%  of  existing  blast  furnace  and  coke 
plant  capacity  in  the  U.S.  steel  industry, 
any  replacement  of  obsolete  plants  is 
bound  to  help  this  unit  mightily. 

He  is  just  as  optimistic,  with  more 
obvious  reason,  about  his  $520  million 
road  materials  group,  which  operates 
rock  quarries  and  processes  crushed 
stone,  sand,  gravel  and  slag  for  a  17-state 
market.  As  these  are  the  basic  aggregates 
used  in  repaving,  Koppers  surely  will 
benefit  from  multibillion-dollar  plans  to 
renovate  the  nation's  interstate  highway 
system.  In  1980  alone  it  will  spend  about 
$80  million  to  expand  this  division,  in- 
cluding more  than  $30  million  earlier 
this  year  in  acquiring  an  operation  in 
North  Carolina.  Road  materials  has  a 
25%-plus  return  on  investment,  highest 


Philosopher  Byrom  talking  business 
Truth  or  baloney? 

in  the  company,  and  next  year  it  may 
equal  organic  materials  in  volume. 

Far  slower  growing  will  be  the  $400 
million  forest  products  group,  the  leading 
manufacturer  of  chemically  treated  rail- 
road crossties  and  utility  poles.  By  con- 
trast with  road  materials,  Koppers  will 
spend  only  $20  million  here  in  1980. 
Byrom  says  he  does  not  expect  the  divi- 
sion ever  to  be  much  more  profitable 
than  this  year's  12%-or-so  return  on  in- 
vestment because  too  many  of  its  cus- 
tomers, like  the  utilities,  simply  cannot 
afford  to  make  capital  improvements. 

Finally,  there's  engineered  metal  prod- 
ucts ($355  million  sales).  Although  it  has 
three  good  businesses — piston  rings,  shaft 
seals  and  flexible  couplings — this  group 
continues  to  be  held  down  by  three  lag- 
gards— container  machinery,  mineral 
processing  machinery  and  environmental 
controls.  Their  markets  longhave  suffered 
from  either  chronic  overcapacity  or,  once 
again,  the  lack  of  capital  and  Byrom  says 
he  may  unload  the  trio  in  the  next  few 
years  if  they  don't  start  making  money. 


So,  while  some  of  his  directors  may  be 
getting  a  bit  nervous,  Byrom  is  quite 
relaxed.  "On  balance,"  he  says,  "I  come 
out  thinking  that  starting  late  next  year 
or  early  in  1982  Koppers  will  be  superb 
for  the  rest  of  the  decade.  We  are  so  far 
back  as  a  nation  in  terms  of  rebuilding 
our  infrastructure  that  there  just  can't  be 
another  major  downturn  soon.  The 
damn  economy/^'  to  go.  Otherwise  this 
country's  in  big  trouble.  I  feel  the  Eight- 
ies are  assured.  So  my  question  is,  what 
do  I  do  to  make  sure  this  company  has  a 
strong  position  in  the  Nineties?" 

It  may  well  have;  Koppers'  ownership 
of  one  synfuels  process  and  an  invest- 
ment in  recombinant  DNA  could  start  to 
pay  off  by  then.  Koppers  has  a  proven 
coal  gasification  process,  which,  accord- 
ing to  current  estimates,  will  be  able  to 
produce  $2.38-a-gallon  gasoline  by  1989. 
It  is  now  conducting  feasibility  studies 
for  eight  projects,  as  a  contractor  on 
W.R.  Grace's  proposed  venture,  and  may 
book  $200  million  in  business  as  early  as 
next  year.  Byrom  also  is  looking  for  equi- 
ty in  future  synfuels  projects  in  return  for 
supplying  funds  and  the  Koppers'  coal 
gasification  technology.  With  such  vi- 
sions in  his  mind,  Byrom  already  has 
spent  $40  million  to  acquire  200  million 
tons  of  coal  reserves  in  Tennessee.  In  the 
meantime,  Koppers  will  lease  coal  rights 
to  the  property. 

The  second  key  to  Byrom's  Nineties  is 
Koppers'  45%  ownership  of  Genex,  a  ge- 
netic-engineering firm  (the  current  mar- 
ket value  of  that  investment  is  an  esti- 
mated $35  million).  During  the  next  de- 
cade, Byrom  expects  DNA  research  to  be 
applicable  in  25%  of  all  chemical  produc- 
tion. Koppers'  genetic  engineering  and 
synfuels  has  already  begun  to  interest 
Wall  Street,  where  the  stock  recently 
traded  at  333/4,  a  nifty  15  times  estimat- 
ed 1980  earnings.  "All  that  stuff  is  much 
too  far  off  to  make  any  impact  now," 
Byrom  chuckles,  clearly  not  displeased. 

You  may  fault  Byrom  for  betting  so 
heavily  on  a  hoped-for  capital  spending 
revival  in  markets  that  are  presently  flat 
on  their  backs.  You  may  fault  him  for 
thinking  too  much  about  the  Nineties 
and  not  enough  about  1981.  But  one 
thing  you  can't  accuse  Fletcher  Byrom  of 
is  taking  the  easy  way  out.  He  could,  of 
course,  just  ride  out  his  last  three  years  as 
CEO  with  far  lower  capital  spending, 
give  even  more  speeches  and  then  retire 
to  his  home  in  Keystone,  Colo.,  with 
occasional  visits  to  his  Arizona  ranch. 

"That's  not  my  style,"  says  Byrom. 
"I'll  know  whether  my  decision  to  pour 
money  into  our  basic  businesses  makes 
sense  in  a  year  and  a  half.  The  earnings 
had  better  grow.  Otherwise  I'll  have  been 
dead  wrong.  But  first  we  have  to  have 
some  strong  markets  again.  One?  we're 
tested  that  way,  you'll  know  for  sure 
whether  everything  I've  been  telling  you 
is  the  truth  or  baloney."  ■ 
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Is  a  crippling  shortage  of  silicon  looming  in 
the  Eighties?  The  chemical  companies,  who 
have  heard  that  story  before,  arent  buying  it 
this  time.  They  had  better  be  right. 


Drought  in 
Silicon  Valley? 


14  t] 
&°  Si 

28.086 
Silicon 


BlM-COn  (sil'.i  k.in,  -kon'),  n.  Chem.  a  nonmetallir  ele- 
ment, having  amorphous  and  crystalline  forms,  occurring 
in  a  combined  state  in  minerals  and  rocks  and  con- 
stituting more  than  one  fourth  of  the  earth's  crust:  used 
Id  steel-making,  alloys,  etc.  Symbol:  Si;  at.  tat.:  28.086; 
of.  no.:  14;  jp.  I'..  2  4  at  20°C.  [bilic-  +  -on.  modeled 
on  boron] 


By  Linda  Gasparello 


Paul  Reneau,  an  executive  of  Na- 
tional Semiconductor,  puts  it  this 
way:  "The  chemical  companies 
don't  understand  the  semiconductor  in- 
dustry. They  don't  run  as  fast  as  we  do." 

Retorts  Union  Carbide's  Thomas  R 
Leyden:  "We  don't  understand.  These 
guys  take  flyers  we'd  never  dream  of." 

Here  are  two  businessmen,  and  two 
industries,  that  don't  speak  the  same  lan- 
guage: the  chemical  industry,  massive 
and  solid,  looking  decades  down  the  road 
for  a  return  on  the  billions  of  dollars  it 
commits  to  capital  expenditures  every 
year;  and  the  semiconductor  industry — 
wild  and  woolly,  where  looking  down  the 
road  is  often  fruitless  because  there  is  no 
road,  only  a  dazzling  rainbow. 

It  would  all  be  good  entertainment  per- 
haps, except  that  these  two  industries 
with  such  diverse  points  of  view  have  to 
live  together.  Silicon  is  the  superpurified 
sand  the  chemists  make  and  the  semi- 
conductor industry  builds  its  chips  with. 
Important  segments  of  the  semiconduc- 
tor industry,  backed  up  by  some  presti- 
gious research  institutions,  say  a  short- 
age of  silicon  is  imminent.  The  chemists 
don't  agree.  That  may  spell  trouble. 

Listen  to  Leo  C.  Rogers,  for  example, 
president  of  Great  Western  Silicon, 
which  provides  silicon,  properly  "poly- 
silicon,"  for  the  semiconductors  of  its 
parent,  Schlumberger's  Fairchild  Camera 
&.  Instrument.  Says  he:  "For  the  next  six 
years,  out  to  1986,  we're  not  going  to 
have  enough  poly.  We  simply  won't  have 
it  on  the  market."  Now  listen  to  lames  F. 
Flynn,  Carbide's  silicons  and  urethanes 
division  business  manager:  "I  just  don't 
believe  them." 

Who's  right?  The  pro-shortage  argu- 
ment has  on  its  side  the  likes  of  Califor- 


nia's Jet  Propulsion  Laboratory.  Since 
late  last  year  JPL  has  projected  a  silicon 
capacity  shortfall  of  34  metric  tons  out  of 
a  worldwide  demand  of  3,476  metric 
tons  in  1982.  More  recently,  Daniel  J. 
Rose,  president  of  Los  Altos,  Calif. -based 
Rose  Associates,  a  research  service  spe- 
cializing in  raw  materials  for  the  semi- 
conductor industry,  predicted  shortages 
might  show  as  early  as  next  year. 

The  stakes  are  high:  Despite  the  rise  of 
Japanese  and  European  producers,  U.S. 
semiconductor  companies  still  dominate 
the  world  with  65%  of  a  $13  billion  mar- 
ket that  will  double  in  the  next  five 
years.  A  severe  shortage  of  silicon  could 
hand  a  few  more  points  of  market  share 
to  the  Japanese,  who  picked  up  some  last 
year  when  U.S.  companies  overestimat- 
ed the  effect  of  the  recession  and  kept 
inventories  so  lean  they  couldn't  meet 
demand  (Forbes, Nov.  26,  1979). 

How  can  you  run  out  of  silicon  when 
the  world's  deserts  and  beaches  are  full  of 
sand?  The  answer  is  that  high-grade 
polysilicon,  compared  with  the  stuff  that 
gets  into  your  bathing  suit,  is  like  a  Sat- 
urn missile  compared  to  a  Fourth  of  July 
skyrocket.  To  make  silicon,  sand  is 
stripped  of  its  oxygen  molecules  with 
carbon,  chlorinated,  heated  to  1,300  de- 
grees Fahrenheit  to  boil  away  impurities, 
then  deposited  on  tiny  rods,  a  process 
that  takes  about  four  days.  It  is  energy- 
intensive,  and  the  plants  that  do  it  are 
capital-intensive — about  $150,000  per 
metric  ton  of  capacity.  About  ten  compa- 
nies in  the  world  make  poly  (the  largest 
is  Germany's  Wacker  Siltronic  Corp.), 
and  only  two  U.S.  companies  (Fairchild's 
45% -owned  Great  Western  arid  Dow 
Coming's  Hemlock  Semiconductor) 
make  enough  to  sell  to  others.  (Several, 
like  the  captive  producers  Monsanto, 
Motorola  and  Texas  Instruments,  pro- 
duce silicon  for  their  own  chips.) 

In  short,  on  this  tiny,  highly  concen- 
trated industry,  whose  sales  this  year 
will  be  only  about  $109  million,  rests  the 
fate  of  a  raw  material  as  potentially  im- 


portant to  the  world  in  the  next  cei 
as  steel  was  in  the  last. 

But  that's  not  the  half  of  it:  The  s 
of  trichlorosilane,  a  key  ingredie 
polysilicon,  is  even  more  concent: 
A  single  source,  Union  Carbide,  suj 
40%  of  U.S.  needs.  Indeed,  Ca 
couldn't  meet  demand  temporaril* 
year  after  the  semiconductor  inc 
boomed  instead  of  collapsing,  an 
result  was  a  four-month  "trichlor"  ( 
age  in  which  silicon  manufacturer 
Great  Western  could  only  supply 
customers  with  the  contractual 
mum  and  the  price  of  silicon  sh 
from  its  normal  $70-to-$73  a  kilogr 
is  much  as  $130  on  the  spot  mj 
Great  Western,  which  started  opera 
in  1979,  was  trying  to  double  its  car. 
at  the  time  and,  as  the  new  kid  o 
block,  got  squeezed  hard.  "I  had  a  F 
that  could  go  100  miles  an  hour  I 
was  running  out  of  gas  at  50  mil 
hour,"  moans  Rogers. 

When  the  semiconductor  ind 
emerges  from  the  recession  and  res 
its  customary  30%  growth  inste 
this  year's  "depressed"  27%,  what 
ing  to  happen?  If  there  is  a  bad  sho 
companies  that  don't  have  their 
production  (or  healthy  stockpiles 
National  Semi)  will  be  hurt  most.  T 
fare  best  of  all;  the  Texas  giant  i 
world's  most  highly  integrated  sem 
ductor  company,  with  not  only  its 
polysilicon  but  also  its  own  trichl 
lane,  that  critical  stuff  that  Carbide 
plies  to  almost  everyone  else. 

But  will  there  be  a  shortage?  Thi 
is,  the  semiconductor  industry  s 
from  a  severe  credibility  gap.  To  a 
operation  like  Carbide,  the  spectai 
an  industry  that  must  be  prepare 
anything — annual  growth  from  ze 
40% — is  next  to  madness.  "Back  i 
early  Seventies,"  recalls  Leyden,  ' 
were  talking  about  these  great  sg 
growth  curves.  We  were  being  urg 
build  more  trichlorosilane  capacity 
we  had  gone  ahead  with  it,  I  think 
safely  say,  a  lot  of  people  would 
been  fired  at  Union  Carbide.  That 
soaring  growth  never  happened. 

"So  in  1979  we  went  out  and  talk 
the  industry  again,"  Leyden  goei 
"They  indicated  they  were  in 
shape,  so  we  didn't  expand  our  tn 
business.  Well,  they  were  180%  w 
In  the  third  and  fourth  quarters  o: 
year  that  big  bird  started  soaring  a 
So  for  a  while,  we  were  in  a  box 
couldn't  meet  demand." 

Since  then,  says  Carbide's  Flynn 
company  has  geared  up  and  is  curr 
adding  trichlorosilane  capacity.  But 
he  complains,  the  semiconductor  ii 
try  is  projecting  great  soaring  ci 
again.  "These  people  have  in  no 
predicted  any  downturn  in  demand 
soever,"  he  says.  "In  effect,  they've  e 
nated  themselves  from  the  recesi 
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11,  I  just  don't  believe  them." 
Neither  does  John  Housley,  a  director 
the   Mountain   View,  Calif.-based 
niconductor  Equipment  &  Materials 
itute,  a  trade  association:  "Some- 
I  ly's  always  predicting  a  silicon  short- 
It's  like  theNational  Enquirer  round- 
up a  bunch  of  psychics  who  all  say 
re's  going  to  be  an  earthquake." 

dds  Robert  E.  Lorenzini  of  Siltec, 
a  Menlo  Park,  Calif.-based  com- 
pany that  buys  silicon  from  Dow 
ruing,  Wacker  and  Italy's  SMIEL  and 
kes  "wafers"  for  the  semiconductor 
npanies:  "We  don't  think  there's  go- 
to be  a  polysilicon  shortage.  Virtually 
ry  poly  manufacturer  in  the  world  is 
reasing  capacity — Dow  Corning, 
cker,  Osaka  Titanium  in  Japan." 
;n  TI's  manager  of  investor  relations, 
x  H.  Post,  says  flatly:  "We  don't  think 
re  will  be  a  shortage."  True,  since  TI 
kes  its  own  silicon,  you  wouldn't  ex- 
Post  to  be  as  concerned  as,  say, 
tional  Semi's  Reneau,  but  as  he  adds: 
(re  been  in  this  business  for  20  years 
I've  seen  various  cycles  where  poly 
in  short  supply  at  times.  But  I  don't 
lember  a  time  that  it  seriously  limit- 
growth." 

cJt.ose,  however,  whose  research  house 
highly  regarded  in  both  industries, 
nks  predictions  of  a  shortage  are  not 
•|  scare  talk.  "The  manufacturers  say 
'!';  y're  adding  capacity  but  I  think 
1  :  re's  a  chance  they're  just  paying  lip 
vice  to  it,"  says  he.  "I  don't  know 
w  much  added  capacity  will  come  on 
bam  within  the  time  we  need  it." 
?' :  h  fact,  says  Rose,  the  chemists  may  be 
oa  ng  something  of  a  tap  dance  of  their 
:Ctl  !n.  Under  government  grants,  both 
Pai!  rbide  and  Dow  Corning,  the  world's 
:  rmber  two  producer,  are  working  on 
fhnology  to  produce  low-cost  silicon 
;n   the  solar  cell  industry.  Solar  cells  use 
' s  V-grade  rather  than  high-grade  silicon; 
u'f  [  still,  Rose  suspects,  "the  poly  suppli- 
:"!  may  be  hoping  that  one  of  these  new 
T  cesses  might  offer  an  opportunity  of 
nufacturing  lower-cost  semiconduc- 
^  '-grade  polysilicon,"  and  are  marking 
!  le  before  committing  themselves  to 
Iail  expansion. 

n  That,  of  course,  would  be  a  sensible 
111  .iness  decision  in  any  CEO's  book. 
' 11  table  is,  the  semiconductor  industry 
■  ii't  afford  to  wait.  And  while  Great 
rs(  [stern's  Rogers  may  be  a  bit  theatrical 
nfi  his  predictions  of  a  drought  in  Silicon 
lley,  it's  hard  to  fault  his  analysis  of 
:  importance  of  those  little  wafers  to 
'vtt  :  U.S.  and  to  the  world:  "Silicon  now 
tur:  itrols  all  the  communications  centers 
B™;  the  world.  Silicon  controls  the  power 
iters  of  the  world.  We  have  a  society 
? 1  w  that  is  not  only  a  carbon  society  but 
111  ilicon  society.  We've  said  we  must 
M'i  /e  carbon  fuels  on  site,  within  our  own 
1  jindaries — oil,  coal.  That  same  philos- 
*fiy  now  is  essential  for  silicon."  ■ 
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If  you'd  like  to  know  more  about  charcoal  mellowing,  drop  us  a  line  here  at  the  distillery. 

IT'S  EASIER  TO  UNDERSTAND  how 
we  charcoal  mellow  Jack  Daniel's,  after 
you've  peered  inside  a  charcoal  mellowing  vat. 

We  can  show  you  how  tiny 
drops  of  Jack  Daniel's 
trickle  slowly  through 
room-high  vats  of  tightly 
tamped  charcoal.  And  we 
can  tell  you  that  nothing 
(not  even  aging)  gives  our 
whiskey 
more  smoothness.  After 
you've  looked  inside  a 
charcoal  vat,  you'll  always 
remember  how  we  use 
them.  After  a  sip  of  Jack 
Daniel's,  we  believe,  you'll 
be  glad  we  always  will. 

Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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WITHOUT  THE  RAILROADS, 
ALL  THE  GRAIN  ON  AMERICA'S 

FARMS  WOULDNT  PUT 
BREAD  ON  AMERICA'S  TABLES. 
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Thirteen  billion  bushels  of  grain. 
That's  how  much  our  nation's  farms 
produced  last  year  And  more  than 
half  of  the  amount  that  was  moved 
from  farm  to  market  traveled  by  rail. 

When  it  comes  to  hauling  bulk  com- 
modities like  grain  over  long  distances, 
America's  railroads  are  irreplaceable 
There's  simply  no  other  transportation  ■ 


system  that  can  do  the  job  faster,  more 
economically,  consuming  less  energy. 

This  adds  up  to  two  important  eco- 
nomic factors:  a  higher  return  to  the 
farmer  for  the  grain  he  plants  on  his 
land,  and  a  lower  cost  to  the  consumer 
for  the  bread  he  puts  on  his  table. 

This  message  is  from  the  American 
Railroad  Foundation,  an  organization 


compnsed  of  companies  involved  in 
the  supply  and  service  segment  of  the 
railroad  industry.  An  industry  that's 
carrying  the  lion's  share  of  the  load 

AMERICAN  RAILROAD 
FOUNDATION 

1920  L  St.,  N.W,  Washington,  DC.  20036 
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fice  the  IRS  has  forced  the  notorious  Teamsters  Central  States 
wnsion  Fund  to  clean  house,  it's  on  the  up  and  up.  Or  is  it? 


The  invisible  enterprise— Part  4 

The  most  abused,  misused 
pension  fund  in  America 


By  James  Cook 


^  nce  entrenched  in  a  legitimate 
■  financial  or  business  organiza- 
W  tion,  the  mob  is  as  difficult  to  root 
as  roaches  from  a  big-city  tenement, 
iake    the    case    of    the  Teamsters 
on's  Central  States  Pension  Fund.  For 
rly  a  quarter  of  a  century,  this  S2.2 
on  honeypot  has  been  the  scandal  of 
trade  unionism.  In  the  Fifties  and 
ies,  Teamsters  boss  Jimmy  m, 
fa  and  his  cronies  manipu- 
d  the  fund's  assets  for  their 
1  benefit  and  enrichment, 
his  successors,  if  anything, 
cheerfully  outdone  them, 
(spite  of  numerous  exposes 
efforts  at  reform,  the  fund's 
d  of  trustees  is  still  mob- 
enced  and  outrageously  un- 
ictable.  As  U.S.  Secretary  of 
lor  Ray  Marshall  recently 
I  a  congressional  subcom- 
tee:  "I  like  to  believe  that 
trustees  will  not  go  back  to 
old  ways  .  .  .  (but]  we  are 
naive." 

ow  did  all  this  happen  and 
r  did  the  mob  get  its  hand 
the  till?  It's  a  long,  sad  sto- 
DUt  an  instructive  one.  In  the 
msters  Central  States  Pen- 
i  Fund  the  mob  perfected  the 
ics  it  was  to  use  in  other 
ds  in  countless  less-news- 
thy  situations, 
lot  for  the  Teamsters  were 
iblue  chip  stocks,  bonds  and 
ll^rnment    securities  other 
lids  were  enamored  of.  The 
K  msters    liked    real  estate 
I  ghly  60%  of  its  total  assets) 
more  especially  gambling  casinos.  A 
e  proportion  of  its  funds — one  esti- 
e  puts  it  at  close  to  half — went  to 
wn  members  of  the  mob,  or  persons 
iciated  with  it,   for  projects  that 
letimes  seemed  little  more  than  an 
ase  to  transfer  funds  tax-free.  In  the 


process,  the  managers  of  the  fund  lent 
money  at  sometimes  shockingly  low 
rates  of  interest  to  unfit  persons  for  ques- 
tionable purposes. 

Periodically,  Teamsters  officials  were 
caught  with  their  hands  in  the  till,  and 
the  government  tried  to  send  them  to  jail 


i 


for  it — including  Teamsters  President 
James  Riddle  Hoffa,  who  created  the 
CSPF  in  the  first  place.  But  it  wasn't 
until  1975,  when  Congress  enacted  the 
Employee  Retirement  Income  Security 
Act — ERISA — that  the  government  had 
the  weapons  to  move  against  the  fund  on 
fiduciary  grounds.  Once  that  happened, 
both  the  Internal  Revenue  Service  and 
the  Labor  Department  launched  exhaus- 
tive investigations  to  determine  whether 
the  fund  was  indeed  being  run 
for  the  benefit  of  its  managers 
and  borrowers,  as  everyone  sus- 
pected, rather  than  for  the  bene- 
fit of  its  participants  and  benefi- 
ciaries, as  the  law  required.  The 
outcome  was  inevitable.  In  1976 
the  IRS  found  the  CSPF's  in- 
vestment practices  were  impru- 
dent, and  temporarily  revoked 
its  tax-exempt  status. 

With  the  tax  exemption  as  a 
weapon,  the  Internal  Revenue 
Service  imposed  a  number  of 
conditions  on  the  fund,  forced 
most  of  the  trustees  to  resign, 
and  in  June  1977  appointed 
Equitable  Life  as  the  principal 
asset  manager,  with  Victor  Pal- 
mieri  &  Co.  delegated  to  man- 
age the  fund's  real  estate  assets 
west  of  the  Mississippi. 

Simultaneously,  the  Depart- 
ment of  Justice  launched  26  sep- 
arate investigations  of  the  fund, 
including  Pendorf,  an  investiga- 
tion named  for  its  principal,  Al- 
len M.  Dorfman,  who  for  years 
functioned  as  asset  manager  for 
the  fund. 
And  what  was  the  upshot  of 
" '  all  this?  Very  little.  All  the  old 
trustees  did  eventually  resign  but  some 
believe  they  handpicked  their  succes- 
sors. The  new  trustees  accepted  the  con- 
ditions the  IRS  imposed,  then  virtually 
ignored  them.  Score  so  far:  four  individ- 
uals convicted,  two  acquitted  and  one 
case  dismissed  by  the  court. 
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Labor  unions  always  had  an  irresistible  appeal  for  the 
mob.  And  now  something  new  has  been  added:  the  billions 
piled  up  in  the  union  pension  funds.  At  least  a  few  have 
unquestionably  come  under  the  influence  of  the  mob, 
including  the  Teamsters  Central  States  Pension  Fund,  once 
billed  as  'the  biggest,  baddest,  most  abused  and  misused 
pension  fund  in  America." 


That  the  authorities  have  been  unable 
to  take  effective  aetion  seems  almost 
ineredible.  The  catalog  of  fidueiary  hor- 
rors perpetrated  by  the  fund  over  the 
years  seems  virtually  endless.  The  fund 
dispersed  its  assets  at  whim  and  at  will, 
ignoring  all  those  prudent  criteria  for 
project  viability,  borrower  creditworthi- 
ness and  maximized  returns  that  nor- 
mally are  the  hallmarks  of  public  trust. 

There  was  that  $4  million  working 
capital  loan  to  the  Aladdin  Hotel 
collateralized  by  $9  mil- 
lion in  IOUs  from  the  tables.  But 
that  was  probably  the  worst.  The 
CSPF  once  lent  $1.5  million  to 
the  Cashmere  Corp.  of  Clove 
land,  though  its  assets  were  ap- 
praised at  $480,000.  Cashmere 
met  four  interest  payments,  and 
went  into  default.  The  fund  lent 
Chicago's  Jupiter  Co.  money  at 
6'/2%  where  Jupiter  had  pre- 
viously had  to  pay  1 0%  to  Walter 
Heller,  and  it  charged  Bally  Man- 
ufacturing 61/2%  for  a  $12  mil- 
lion loan  at  a  time  when  the 
prime  rate  was  better  than  9%. 
When  Webb  &  Knapp  was  stum- 
bling toward  bankruptcy  and 
paying  20%  interest  to  other 
lenders,  the  CSPF  lent  it  $25 
million  at  6'/2%. 

When  the  Labor  Department 
began  looking  into  things  in  the 
mid-Seventies,  the  terms  of 
some  of  the  loans  were  so 
snarled  that  it  couldn't  tell 
whether  they  were  delinquent 
or  not.  A  huge  proportion  of  the 
money,  $146  million,  had  gone 
to  one  individual — Allen  R. 
Glick,  of  Las  Vegas'  Stardust  casino. 

By  the  time  the  IRS-enforced  reforms 
were  finally  effected  in  1977  no  fewer 
than  50  loans  with  an  original  cost  of 
over  $200  million  ^vere  already  in  de- 
fault, and  as  a  result  the  fund  was  losing 
something  like  $15  million  in  annual  in- 
terest payments. 

But  the  trustees  of  the  CSPF  have  re- 
mained as  unperturbed  by  such  com- 
plaints as  they  have  by  most  complaints 
that  have  been  raised  against  the  union 
over  the  last  40  years.  After  all,  the  argu- 
ment always  ran,  the  fund  was  rich 
enough  to  afford  a  certain  amount  of 
mismanagement.  It  was  raking  in  enor- 
mous sums  every  year,  taking  in  $586 
million  in  payments  from  its  420,000 
contributors  and  paying  out  $323  million 


to  80,000  Teamsters  retirees. 

The  Central  States  Pension  Fund  was 
founded  in  1955  by  Teamsters  President 
Jimmy  Hoffa,  who  disappeared  five  years 
ago.  In  the  beginning,  Hoffa  had  ambi- 
tions of  consolidating  the  funds  set  up  by 
the  various  Teamsters  locals  into  a  single 
massive  fund,  but  some  230  funds  re- 
mained independent,  and  still  are,  in- 
cluding the  largest  of  them  all — the 
Western  Conference  of  Teamsters  Pen- 
sion Fund,  which  is  a  model  of  deport- 


Fwul  adviser  Allen  M  Doifman 

Even  more  than  Hoffa,  Dorfman  shaped  the  Teamsters 
Central  States  Pension  Fund.  But  he  took  the  Fifth 
sooner  than  discuss  it  with  Congress. 

ment.  With  more  than  $2  billion  in  as- 
sets, it  is  managed  by  Prudential  on  a 
strictly  arm's  length  basis 


this  business  to  make  friends."  He 
ed  out  by  moving  funds  into  and 
banks  in  various  parts  of  the  cc 
whose  backing  he  thought  might  b 
ful  to  the  Teamsters.  But  what  ma> 
started  out  as  a  public  relations  pi 
ten  ended  up  as  a  means  of  transf 
money,  tax  free,  to  people  the  Tean 
particularly  favored.  After  all,  i 
loaned  money  to  make  friends 
risked  making  enemies  of  them  ii 
went  into  default  and  you  dem. 
your  money  or  even  foreclosed. 

Even  when  he  took  his  fiduciary 
gations  seriously,  Hoffa  didn't  hav 
use  for  common  stocks  or  for  b 
They  were  only  pieces  of  paper.  H 
in  love  with  real  estate,  especially  Fl 
real  estate,  which  conservative  d 
found  far  more  alarming,  but  which 
fa  expected  would  gain  from  the 
growing  exploitation  of  leisure  turn 
It  was  Morris  B.  Dahtz 
mer  member  of  Detroit's  P 
Gang  and  Cleveland's  Ma 
Road  mob,  who  drew  Hofi 
CSPF    and    their  sweet 
loans  to  Las  Vegas.  Bac 
1949,    Teamsters  Local 
threatened  to  strike  the  lai 
industry  in  Detroit  over  t 
sue  of  a  five-day  week  for 
ers.   The   owners'  associ 
called  on  Dahtz  for  help.  D 
who  had  left  Cleveland  ft 
Vegas  in  1948,  owned  a  stri 
laundries  throughout  the 
west.  According  to  Dan  M 
in  his  book  The  Hoffa  Wiai 
litz  had  got  to  know  ] 
through  Hoffa's  sometime 
tress,  Sylvia  Pagano,  wh( 
introduced  Hoffa  to  the  De 
mob  in  the  first  place. 

Dahtz  got  Hoffa  personal 
cancel  the  strike — and  a  fr 
ship  began  that  a  decade- 
blossomed  into  the  Team 
first  Las  Vegas  loan:  Su 
Hospital,  a  moneymaking 
ture    Dalitz  undertook 
some  of  his  Cleveland  and 
cronies,   among  them  M 


But  until  Equitable  and  Palmieri  took 
over,  there  was  nothing  arm's  length 
about  the  way  the  CSPF  was  run — by  16 
trustees,  half  derived  from  trucking  com- 
pany management,  half  trom  executives 
of  the  most  powerful  Teamsters  locals. 
But  the  Teamsters  called  the  tune,  and  as 
far  as  the  portfolio  was  concerned,  the 
shots  were  called  at  first  mainly  by  Hoffa 
and  then  by  the  man  he  had  made  his 
asset  management  consultant,  Allen 
Dorfman. 

From  the  beginning,  Hoffa  saw  the 
fund  not  as  a  fiduciary  responsibility  but 
as  a  means  of  winning  friends  and  influ- 
encing people.  He  once  said,  "We  are  in 


Vegas 

Adelson,  Irwin  Molasky  and  Allard  R 
who  was  later  to  go  down  in  hi 
along  with  Alexander  Guterma  in 
United  Dye  &  Chemical  swindle.  D 
AisM  Enterprises  borrowed  $1  mi 
for  the  hospital.  According  to  Ovid 
mans'  famed  expose  of  Las  Vegas 
Green  Felt  Jungle,  to  ensure  the  hosp 
success  Hoffa  gave  it  the  medica 
account  for  the  captive  Teamsters 
Culinary  Workers  unions 

It  was  the  first  of  many  such  loan 
CSPF  made  to  Dalitz  and  company 
a  downtown  office  building,  for  a 
club  and  residential  development 
that,  beginning  in  1960,  the  funds  b 
to  flow  into  one  Las  Vegas  casino 
another:  Dalitz  establishments  first 
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Overhauling  the  fund 


19771 

$1.6  billion  total  funds 


Short-term  obligations 


Other 

3.5% 


By  conventional  standards,  the  Teamsters  Cen- 
tral States  Pension  Fund  was  a  fiduciary  night- 
mare. When  independent  asset  managers,  Equi- 
table Life  and  Victor  Palmieri  &  Co.,  took  over 
the  $1.6  billion  portfolio  in  1977,  only  7.4%  of 
its  assets  were  committed  to  common  stocks. 
The  bulk— -60.6% — was  concentrated  in  mort- 
gages or  real  estate.  Around  15%  was  secured  by 
unimproved  land,  and  not  only  were  the  loans 
geographically  concentrated — 28%  in  Califor- 
nia, 29%  in  Nevada — but  nearly  50%  of  its  real 
estate  loans  were  committed  to  projects  under- 
taken by  a  mere  half-dozen  large  investors. 


19792 

$2.2  billion  total  funds 


Since  1972  the  fund  has  been  radi- 
cally restructured — out  of  mort- 
gages and  into  more  conventional 
common  stocks.  By  year-end  1979 
only  30.3%  of  the  assets  were  in 
mortgages  and  real  estate,  vs.  60.6% 
two  years  before.  Some  $16  million 
in  new  funds  has  been  coming  in 
every  month,  and  the  managers 
have  made  progress  in  liquidating 
bad  investments.  Thanks  to  infla- 
tion and  the  real  estate  boom,  the 
asset  managers  have  recovered 
most  of  the  fund's  original  values. 
So,  the  fund  now  has  a  more  respect- 
able look.  But  what  happens  when 
the  independent  asset  managers' 
contract  expires  in  1982? 


1  As  of  10/3/77 
1  As  of  12/31/79 
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Stardust,  the  Fremont,  the  Desert  Inn. 
Then  the  Dunes,  the  Aladdin,  the  Sands, 
the  Riviera,  the  Landmark,  the  Horse- 
shoe, the  Four  Queens,  Circus  Circus, 
Caesars  Palace.  By  this  time  the  pension 
fund  had  become  known  as  the  mob 
bank,  and  as  the  money  went  rolling  out 
Hoffa  blithely  skimmed  off  his  share. 
According  to  one  undercover  agent, 
CSPF  borrowers  paid  a  mandatory  10% 
kickback  on  Hoffa's  behalf  on  almost 
every  loan  the  fund  made. 

Dalitz  later  led  the  Teamsters  beyond 
Las  Vegas  and  on  into  Southern  Califor- 
nia. In  1967  he  sold  the  Desert  Inn  to 
another   of   Hoffa's   friends,  Howard 


Cleveland  Teamster  William  Presser 


Presser  fought  fiercely  for  his  mem- 
bers' rights — and  helped  shape  the 
pension  fund's  questionable  policies. 

Hughes,  for  $13.2  million,  moved  south 
to  San  Diego  and  with  another  $100  mil- 
lion in  Teamsters  loans  built  the  luxuri- 
ous Rancho  La  Costa  development — a 
complex  of  residential  estates,  shopping 
centers,  restaurants  and  recreational  fa- 
cilities, including  the  world's  costliest 
golf  course.  A  smashing  success  from  the 
start,  La  Costa  became  fashionable  with 
the  Teamsters,  with  the  mob,  with  the 
politicians,  with  the  movie  stars,  with 
anyone  who  had  ambitions  of  being 
somebody  or  just  being  with  somebody 
who  was  somebody.  Dalitz'  partners  in 
La  Costa  were  mainly  the  same  group 
he'd  started  with  in  Las  Vegas,  including 
Al  Roen,  Merv  Adelson  and  Irwin  Mo- 
lasky.  Adelson  and  Molasky  founded 


Hollywood's  most  successful  television 
production  company,  Lorimar,  producer 
of  The  Waltons,  Dallas,  Eight  is  Enough. 

But  by  the  time  Dalitz  took  off  for 
California,  Hoffa's  luck  had  run  out.  He 
and  seven  others  were  convicted  of  de- 
frauding the  pension  fund  of  $20  million 
and  diverting  $1  million  of  it  to  their 
personal  use,  and  Hoffa  was  finally  sent 
to  jail  in  March  1967.  Temporarily — or 
so  he  thought — he  turned  the  union  over 
to  one  friend,  Frank  Fitzsimmons,  and 
the  pension  fund  to  another,  Allen  Dorf- 
man.  "Allen  Dorfman  speaks  for  me," 
Jimmy  reportedly  said,  and  went  off  to 
Lewisburg  Penitentiary. 

But  thereafter  Dorfman  pretty  much 
spoke  for  himself. 

The  pension  fund  bears  the  impress  of 
Dorfman 's  talents  and  style  even  more 
than  Hoffa's.  It  had  a  mere  $400  million 
in  assets  when  Hoffa  went  to  prison  in 
1967.  It  had  nearly  $1.5  billion  by  the 
time  Dorfman  lost  control  in  the  early 
1970s.  Hoffa  may  have  pretended  he  was 
using  the  mob  for  the  union's  purposes, 
but  Dorfman  knew  better.  "I'm  Chica- 
go," he  once  said,  or  so  the  FBI  heard  one 
Las  Vegas  operator  report  when  some- 
body asked  Dorfman  whether  his  alle- 
giance was  to  the  Chicago  or  Kansas  City 
mob,  which  at  the  time  were  vying  for 
control  of  Argent  Corp.  "I'm  Chicago," 
Dorfman  said.  "My  loyalties  are  there." 

Dorfman's  mob  connections  went  way 
back.  His  father — his  stepfather,  really — 
was  Paul  Dorfman,  a  former  prizefighter 
and  onetime  Capone  mob  henchman, 
who  ran  Chicago's  Waste  Handlers 
Union  Local  20467  for  nearly  two  de- 
cades as  secretary-treasurer  and  who 
helped  set  up  those  New  York  paper  lo- 
cals with  which  Hoffa  eventually  took 
over  the  Teamsters  leadership.  In  1949 
when  Hoffa,  who  had  not  yet  achieved 
national  eminence,  attempted  to  expand 
his  power  base  beyond  Detroit  and 
Michigan,  he  turned  to  Paul  Dorfman 
and  his  Chicago  mob  connections  for  the 
muscle  that  would  give  his  organizing 
drives — shall  we  say — conviction?  Dorf- 
man provided  it.  In  return  Hoffa  threw 
the  Teamsters'  insurance  business  to  an 
agency  that  Dorfman's  son  Allen  and 
wife  Rose  had  set  up  a  short  while  before. 

A  marine,  a  hero  in  World  War  II,  Allen 
Dorfman  graduated  from  the  University 
of  Illinois  and  wound  up  after  the  war 
teaching  physical  education.  But  for  all 
that,  he  was  no  chuckleheaded  muscle- 
man  but  the  sort  who  could  have  done 


From  the  beginning,  Hoffa  saw  the  pension  fund  as  a 
means  of  winning  mends  and  influencing  people.  The 
trouble  was,  if  you  lent  money  to  make  friends,  you  risked 
making  enemies  of  them  if  you  tried  to  collect.  What  may 
have  started  out  as  a  public  relations  ploy  often  ended  up 
as  a  means  of  transferring  money,  tax  free,  to  people  the 
Teamsters  particularly  favored. 


Kansas  City  Teamster  Roy  Williams 
A  leading  candidate  to  succeed 
simmons  as  Teamsters  president, 
Williams,  the  Labor  Department 
lieves,  is  in  the  pocket  of  the  mob. 

well  in  big  business  had  he  so  chosen 
was  a  razor-bright  young  man  wi 
head  for  finagling  and  finance. 

He  and  Hoffa  hit  it  off,  persor 
and  professionally,  and  the  E 
man  agency  got  the  Teams 
life  insurance,  then  its  sickness  and . 
dent,  and  finally,  when  Hoffa  got  il 
ing,  the  pension  fund.  Dorfman  and 
fa  were  business  partners  as  well, 
North  Dakota  oil  property,  a  Wisco: 
resort,  a  New  York  real  estate  firm 
Ohio  race  track.  Hoffa  raised  no  ot 
tion  when  in  a  roundabout  fashion  E 
man  used  Teamsters  loans  to  buy  his  ■ 
insurance  company,  Reliable  Insura 
By  the  mid-Sixties,  Dorfman  had  pic 
up  a  ten-year  contract  as  exclusive  aj 
for  the  fund's  insurance,  become  con 
tant  to  the  pension  fund  and  expandec 
operations  into  a  complex  of  a  dozen  i 
insurance  firms  and,  in  time,  a  numbe 
other  enterprises  as  well — banks,  a  Vi 
Islands  resort,  real  estate. 

During  the  Fifties  alone,  Robert 
nedy  once  maintained,  Dorfman's  a; 
cy  handled  the  premiums  on  close 
$100  million  in  Teamsters  insurance 
1978  he  was  getting  $6.1  million  a 
for  handling  health  and  welfare  alone 
Dorfman  lifted  Hoffa's  inabiity  to 
tinguish  between  his  personal  and  coi 
rate  interests  to  a  fine  art.  At  one  pc 
Dorfman  borrowed  $3  million  from 
side  sources  to  buy  a  12-passenger  G 
stream  jet  from  Frank  Sinatra.  Dorfr 
then  leased  the  plane  for  $360,000  a 
to  the  union,  which  promptly  put 
Dorfman's  exclusive  use.  Dorfman 
able  to  deduct  the  plane's  depreciat) 
from  his  insurance  company  taxes  as 
union  fund  could  not,  being  nonprc 
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Xerox  has  come 

up  with 
another  miracle. 


"Astounding  " . .  "Amazing  ". . .  "A  miracle ." 

That's  what  the  experts  said  when  they  saw  our  new 
XL40  Imaging  Process. 

A  dramatic  breakthrough  in  copy  quality 

It  actually  gives  you  offset-quality  copies.  Blacker 
blacks  and  whiter  whites  than  you've  ever  seen  before. 

Even  the  tiniest  details  leap  out  crisp  and  clear. 

Of  course,  a  copy  is  worth  a  thousand  words.  So  if 
you  send  your  business  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call  800-648-5600,  operator 
260*  we'll  send  you  back  an  XL-10  copy.  Or  arrange  a 
demonstration. 

Once  you  see  it,  we  think  you'll  agree  with  our 
experts. 

XL-10  copies  aren't  just  positively  beautiful. 
They're  absolutely  faithful. 

TheXblO  Imaging  Process. 


•In  Nevada,  call  800-992-5710.  operator  260. 


XEROX®  and  XL-10  are  trademark  of  XEROX  CORPORATION 


Miracles  are  now  available 
in  these  convenient  packages. 

You  can  witness  the  miracle  of  the  new  XL-10  Imaging 
Process  in  two  new  Xerox  machines. 

The  Xerox  8200  copier  duplicator  and  9500  duplicator. 

The  9500  duplicator  turns  out  XL-10 
—  quality  copies  at  the 
rate  of  120  per  minute. 
It  also  gives  you 
^\  two-sided  copies, 
reduces  and  can  automatically  sort 
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TheXerox9500 


your  copies  into  a  virtually  limitless  number  of  sets. 
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TheXerox8200 

together  the  most  complicated  jobs. 

The  Xerox  8200  gives  you 
XL-10  quality  copies  at  the  rate  of  70 
per  minute.  It  automatically  feeds 
originals.  It  makes  two-sided  copies. 

It  also  reduces.  Automatically  collates.  And  then  sta- 
ples all  the  copies  together  into  nice,  neat,  manageable  sets. 

All  with  the  push  of  a  few  buttons. 

The  Xerox  8200.  And  9500. 

Two  miracle  workers  from  Xerox. 
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union  fared  less  well.  In  what  looked 
a  quid  pro  quo,  the  Teamsters  almost 
ultaneously  lent  $21.5  million  to 
"ormick  City,  a  Chicago  real  estate 
|ect  headed  by  some  bank  officers 
i  had  lent  Dorfman  money  for  the 
ie.  McCormick  City  was  sold  at  an 
7  million  loss. 

1972,  however,  Dorfman  was 
%ht  in  the  same  trap  that  finished  off 
pa — conspiring  to  take  a  $55,000 
:back  on  a  $1.5  million  loan  to  a 
ile  manufacturer — and  spent  ten 
iths  in  jail  for  his  trouble.  Though 


Rjuis  lean  er  Morris  Shenker 
jWfictor  of  Las  Vegas' Dunes  casino, 
inker  guided  over  $  1 OO  million  into 
kill-fated  Penasquitos  development. 

I  been  indicted  four  times,  this  was 
jjfman's  only  conviction.  One  other 
p  he  may  have  come  close — in  con- 
don  with  a  $1.4  million  loan  to  Gay- 
Products  in  Deming,  N.M.  Dorfman 
accused  of  making  loans  to  com- 
|y  officers  who  promptly  siphoned  off 
assets,  so  that  the  company  went 
krupt.  Whether  Dorfman  knew  of  it 
never  determined — the  star  witness 
murdered  and  the  jury  acquitted  all 
:erned. 

'ith  Dorfman  in  jail,  the  fund's  man- 
nent  was  taken  over  by  Alvin  Baron, 
^vyer,  but  Baron  himself  ended  up  in 
for  soliciting  a  kickback  of  $200,000 
onnection  with  a  $1.3  million  loan  to 
Jalifomia  cemetery  whose  application 
previously  been  turned  down.  But 
e  of  these  peccadillos  distressed  the 
listers'  new  boss,  Frank  Fitzsim- 
is,  who  if  anything  was  even  more 
l-disposed  to  Dorfman  than  Hoffa. 
onically,  Hoffa  in  his  autobiography 
lsed  Fitzsimmons  of  "letting  known 
:eteers  into  the  Teamsters"  and  "mak- 
vast  loans  ...  to  known  mobsters." 
ould  Hoffa  have  really  been  so  naive 
:o  believe  that  his  own  associates 
e  any  cleaner?  During  Hoffa's  regime, 


By  the  time  the  old  trustees  were  ousted  in  the  mid 
Seventies,  close  to  50%  of  the  fund's  massive  real 
estate  loan  portfolio  was  committed  to  a 
half-dozen  large  investors.  And  what  a  crew  they  were! 
Among  them  were  the  purported  heir  apparent  to  Meyer 
Lansky,  a  St.  Louis  lawyer  and  a  San  Diego  real  estate 
operator  said  to  front  for  the  mob's  Las  Vegas 
interests,  and  the  former  head  of  the  Cleveland  mob. 
No  wonder  the  fund  became  known  as  the  mob's  bank. 


as  during  that  of  his  successor,  at  least 
two  of  the  Teamsters'  highest  officers, 
both  members  of  the  fund's  board  of 
trustees,  were  closely  associated  with 
the  mob — as  were  numerous  local  Team- 
sters officials  like  Local  560's  Anthony 
Provenzano.  They  were  Roy  Williams, 
president  both  of  Joint  Council  56  in 
Kansas  City  and  of  Local  41,  and  William 
(and  by  association  his  son  Jackie)  Press- 
er,  president  of  Joint  Council  41  in 
Cleveland  and  of  Local  410.  Ominously 
enough,  Roy  Williams  and  Jackie  Presser 
are  considered  the  leading  contenders  to 
succeed  the  aging  Frank  Fitzsimmons. 
Besides  Presser  and  Williams  there  was, 
of  course,  Allen  Dorfman,  and  Dorfman's 
connections  with  the  Chicago  mob. 

Through  Roy  Williams,  Bill  Presser 
and  Allen  Dorfman,  the  powerful 
influence  of  the  mob  made  itself 
felt  in  the  pension  fund.  "Roy  Williams," 
a  1971  Labor  Department  investigation 
concluded,  "was  under  the  complete 
domination  of  [Kansas  City  mobster 
Nick)  Civella.  Williams  will  not  act  con- 
trary to  the  wishes  of  Civella  apparently 
because  of  both  self-interest  and  fear." 

The  Pressers,  Bill  and  Jackie,  father 
and  son,  are  somewhat  more  ambiguous. 
According  to  Steven  Brill  in  his  defini- 
tive book  The  Teamsters,  after  1967  Wil- 
liam Presser  was  second  only  to  Dorf- 
man in  setting  policy  at  the  fund.  Presser 
had  a  long  history  of  association  with  the 
mob.  He  started  out  in  the  jukebox  busi- 
ness with  a  Cleveland  organized  crime 
figure,  John  Nardi,  and  wound  up  orga- 
nizing a  union  local — now  part  of  the 
Teamsters — that  enabled  him  to  control 
whose  jukeboxes  got  into  the  best  bars 
and  restaurants.  According  to  Brill, 
Presser  had  always  been  willing  to  toler- 
ate organized  crime  figures  in  the  union 
and  arranged  many  Teamsters  loans  to 
mob-related  businesses.  Son  Jackie 
seems  no  less  accommodating.  Mobster 
James  Fratianno  told  a  court  last  spring 
that  Jackie  once  explained  he  "don't  do 
nothing  unless  Blackie  tells  me."  A 
member  of  the  government's  witness 
protection  program,  Fratianno  said 
Blackie  was  head  of  La  Cosa  Nostra  in 
Cleveland.  Presser  has  denied  the  charge, 
and  as  yet  nobody  has  identified  Blackie. 

Presser  saw  to  it  that  Teamsters  loans 
went  to  Teamsters  friends  and  cohorts, 
just  as  they  had  before  Hoffa  went  to  jail. 
Most  notably,  Brill  says  he  was  responsi- 


ble for  the  succession  of  loans  the  Team- 
sters made  to  Moe  Dalitz,  including  the 
$100  million  that  went  to  La  Costa. 

By  the  time  the  old  trustees  relin- 
quished control  of  the  fund,  in  1976, 
close  to  50%  of  its  real  estate-loan  port- 
folio was  committed  to  projects  under- 
taken by  a  half  dozen  large  investors.  It 
lent  over  $140  million  to  the  Argent 
Corp.  and  its  proprietor  Allen  R.  Glick, 
the  California  real  estate  man  who,  ac- 
cording to  the  FBI,  fronted  for  the  Chica- 
go mob's  interests  in  Las  Vegas'  Stardust 
and  Fremont  casinos.  Another  $93  mil- 
lion went  to  La  Costa  and  other  enter- 
prises dominated  by  Moe  Dalitz,  a  one- 
time Meyer  Lansky  lieutenant  in  the  Cu- 
ban gambling  business.  Miami  lawyer 
Alvin  Malnik,  purported  crony  of  Lansky 
and  presumed  heir  to  his  mob-affiliated 
financial  operations,  got  $20  million.  A 
whopping  $135  million  went  into  Morris 
Shenker's  ailing  Penasquitos  real  estate 
development,  and  Shenker,  a  St.  Louis 
lawyer  and  former  counsel  to  Jimmy 
Hoffa,  fronts  for  the  Kansas  City  mob's 
interests  in  Las  Vegas'  Dunes  casino,  ac- 
cording to  FBI  affidavits  filed  in  court. 

With  clients  like  these,  no  wonder  the 
fund  became  known  as  the  mob's  bank 

In  launching  its  1978  suit  against  the 
trustees,  the  Labor  Department  cited  1 5 


Miami  lawyer  Alvin  Malnik  and  wife 
One  of  the  pension  fund's  big  borrow- 
ers, Al  Malnik  is  repeatedly  said  to  be 
linked  with  Meyer  Lansky — a  man  he 
claims  never  to  have  met. 
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Computer! 


he  Affordable 
System  That's 
All  Business! 


A  versatile  but 
easy-to 

puter  system  you 
can  put  to  work 
for  your  business 

today!  What  $2495* 
Model  III  Can  Do 

for  You:  Radio  Shack  offers  dozens  of 
valuable  ready-to-run  software  pro- 
grams. Because  of  Model  Ill's  existing 
business  applications  packages,  you 
can  put  it  to  work  wherever  you  need 
it  the  most — now!  With  our  Profile 
program,  you  can  store  your  impor- 
tant data  and  then  print  reports  the 
way  you  want  them.  Add  any  of  our 
quality  printers,  and  do  Mailing  List 
Management,  Inventory  Control,  Ac- 
counts Receivable,  Payables  or  Gen- 
eral Ledger.  And  with  our  SCRIPSIT® 
software,  you'll  have  professional- 
quality  word  processing! 
Just  Look  at  What  You  Get!  Model  III  is 
a  hard-working  small  computer  with  a 
handsome  one-piece  design.  This  ver- 
sion packs  32,000  characters  of  mem- 
ory, two  disk  drives  for  data  storage,  a   

connection  for  a  printer  and  a  power-  STREET  

ful  new  Model  III  BASIC  language.  You    ™  STATE 

can  even  add  more  memory  and  disk     2IP  PHONE 

•Retail  prices  may  vary  at  individual  stores  and  dealers  Special  order  may  be  required  initially. 


drives  later. 
Communications 
Interface  is  built 
into  the  system — 
just  add  our 
Telephone  Inter- 
face II  to  "talk"  to 
other  computers  through  your  phone 
line!  We  also  offer  other  Model  III  sys- 
tems, priced  as  low  as  $699. 
We  Back  What  We  Sell!  Best  of  all, 
Model  III  is  built  and  supported  by 
Radio  Shack,  with  over  6,000  loca- 
tions to  serve  you  across  the  country. 
Service  and  leasing  available.  So  why 
wait?  Visit  your  Radio  Shack  store, 
dealer  or  Computer  Center  today! 
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The  biggest  name  in  little  computers® 
Send  me  your  TRS-80  Catalog! 

Radio  Shack,  Dept.  81-A-49 
1300  One  Tandy  Center 
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The  independent  managers 
recovered  most  of  the  fund's 
original  value— thanks  to 
the  real  estate  boom.  The 
real  loss  stems  from  the  low 
rates  of  interest  the  fund 
used  to  charge. 

examples  of  gross  fund  mismanagemeni 
The  fund  made  two  loans  to  Alvin  Maj 
nik,  for  example.  The  trustees  failed  tj 
foreclose  on  one  project  when  the  loai 
went  into  default  and  on  another  didn 
even  bother  to  claim  the  rents  when  i 
agreed  to  defer  payment  of  interest.  1 
bought  $30  million  worth  of  Elsinore  da 
bentures  when  the  8.5%  interest  rati 
was  too  low  to  justify  the  risk.  It  len) 
money  to  Argent  (Las  Vegas'  Stardusi 
and  Fremont  casinos)  and  to  Indico 
Florida  land  development)  and  nevei 
troubled  to  see  that  the  proceeds  wer 
used  for  the  purpose  the  loan  was  made 
It  threw  good  money  after  bad,  lendinj 
$16  million  to  Moorefield  Enterprises, 
Virginia  real  estate  development,  whej 
default  seemed  likely.  When  Valley  Dii 
Cast  Corp.  went  into  bankruptcy,  i| 
failed  to  pursue  the  guarantors  of  thj 
loan.  And  so  it  goes. 

The  Labor  Department  complainl 
barely  suggests  the  complexities  o| 
the  arrangements,  however.  Tak 
the  loans  the  fund  made  in  1974  ani 
1975  to  Alsa  Land  Development  Co.,  J 
Florida  real  estate  project  undertaken  m 
Alvin  Mai  nik  and  Sam  Cohen  and  hii 
two  sons.  Alsa  (,4/vin  and  Sam)  bough 
the  land  from  some  New  York  investorj 
for  $7.2  million.  The  sellers  financed  thj 
deal  by  giving  Alsa  a  substantial  purchast 
mortgage  on  the  property.  But  instead  oi 
putting  up  any  appreciable  equity,  Mai 
nik,  Cohen  and  Co.  borrowed  most  o 
the  rest — $1.65  million — from  the  Teami 
sters.  The  Teamsters'  loan  was  in  effect  4 
second  mortgage,  secured  by  only  a  smal 
portion  of  the  development.  When  th« 
first  payment  on  the  loans  fell  due  a  yea: 
later,  Alsa  turned  to  the  Teamsters  foi 
$1.5  million  more — presumably  in  par 
to  meet  those  first  payments  on  the  pur1 
chase  mortgage.  "The  Teamsters,"  sayj 
Charles  Kimball,  Miami  real  estate  ex 
pert,  "made  a  very  bad  loan  the  seconc 
time.  The  real  estate  market  was  visibly 
in  collapse,  other  parcels  were  in  foreclo 
sure,  and  the  Teamsters  willingly  per 
mitted  the  land  to  be  overfinanced." 

The  loan  proved  even  worse  than  it 
looked.  Instead  of  meeting  the  first  mort 
gage  payment,  Malnik  and  Cohen  appar- 
ently spent  the  money  elsewhere.  Tha 
first  mortgage  went  into  default  and  the 
sellers  foreclosed  the  property,  leaving 
the  Teamsters  with  a  $3.15  million  loar 
secured  by  that  small  piece  of  property 
that  turned  out  to  be  so  broken  up  by 
easements  as  to  be  virtually  worthless 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  oase  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stod< 
purchase  agreements  for  close 
corporations. 

In  a  condse, 
readable  style,  the  author  y 
of  these  well-known  and 
widely  used  books  offers  \V| 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professionaJ  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock-Purchase  Agreements  and 
the  Gose  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business- Partnership 
Purchase  Agreements 

□  Professional- Partnership 
Purchase  Plan 
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Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

•  Tax  Considerations,  Good 
Will,  Funding  Insurance 
•  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 
Partnership 

•  The  Various  Purchase  Plans:  Pros 
/  and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with,  your  business 
card  attached. 
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Has  anything  changed?  Tou  might  think  the  Teamsters 
would  be  happy  to  make  the  independent  asset  managers  a 
permanent  arrangement.  But  don't  count  on  it.  There  s  $50 
million  in  new  money  coming  in  every  month,  and  that's  a 
prize  worth  fighting  for.  Says  Labor  Secretary  Marshall:  "I 
like  to  believe  the  trustees  will  not  go  back  to  the  old  ways, 
because  the  old  ways  are  illegal  We  are  not  naive." 


The  fund's  finagling  extended  beyond 
any  failure  to  pursue  its  interest  in  the 
loans.  Take  the  G&H  transaction,  as 
Lester  Seidel  called  it  before  the  Senate 
Subcommittee  on  Investigations  last 
summer.  According  to  Seidel,  a  former 
Labor  Department  lawyer,  in  the  early 
1970s  when  Allen  R.  Click's  Argent 
Corp.  borrowed  $25  million  from  the 
Teamsters  to  finance  90%  of  a  ca- 
sino construction  loan,  Argent  was 
supposed  to  put  up  the  remaining 
10%  equity  portion  itself.  Instead 
it  set  up  an  agency  to  supervise  the 
contractor,  G&H  Corp.,  which 
proceeded  to  collect  an  amount 
equal  to  10%  of  the  construction 
invoices  as  a  fee.  This  was  an  invi- 
tation to  siphon  off  the  loan  pro- 
ceeds, the  Labor  Department 
charged  in  its  suit  against  the  trust- 
ees. Seidel  explains  the  charges: 
"Not  only  was  only  90%  of  the 
funds  that  were  supposed  to  go  into 
the  building  going  to  be  used,  but 
10%  of  that  was  being  siphoned,  so 
you  have  81%  of  the  funds  avail- 
able to  get  the  building  built." 

Standard  operating  procedure 
was  to  fail  to  foreclose  on 
loans  that  went  into  default 
and  then  to  compound  the  problem 
by  capitalizing  unpaid  interest. 
One  of  the  most  spectacular  exam- 
ples was  the  vast  $135  million  Pen- 
asquitos  land  development  project 
that  real  estate  promoter  Irvin  J. 
Kahn,  who  died  in  1973,  and  Hoffa 
lawyer  Morris  Shenker  undertook 
near  San  Diego.  According  to  Sei- 
del, Penasquitos  defaulted  on  $23 
million  in  payments  in  one  year,  yet  the 
fund  didn't  foreclose.  Instead,  the  unpaid 
interest  was  simply  tacked  onto  the  loan. 

But  isn't  that  over  now,  with  Equitable 
Life  and  Victor  Palmieri  on  the  scene?  If 
you  think  that,  you  don't  understand  the 
tenacity  of  the  mob.  - 

In  the  40  months  since  the  trustees 
lost  control  of  the  fund,  the  asset  manag- 
ers— Equitable  and  Victor  Palmieri — 
have  been  working  hard  to  restructure 
the  fund's  assets  along  more  convention- 
al lines.  Thanks  to  inflation  and  the  Flor- 
ida and  California  real  estate  booms,  the 
fund's  massive  real  estate  investments 
have  been  far  from  disastrous.  Even  the 
giant  Penasquitos  development  was  sold 
at  a  modest  profit,  while  the  prospects 
for  selling  three  other  projects  inherited 
from  Penasquitos  at  substantial  profits 


look  very  good.  Bad  loans  have  been  fore- 
closed and  the  assets  sold,  and  whenever 
any  changes  have  been  made  in  the  sta- 
tus of  the  assets  on  those  that  remain, 
the  terms  have  improved — balloon  pay- 
ments eliminated,  interest  rates  im- 
proved and  dividend  payouts  restricted. 
Equitable  set  out  to  earn  an  average  of  at 
least  6.5%  on  the  fund's  assets,  vs.  4.5% 


l  abor  Secretary  Ray  Marsha// 

Under  Marshall,  the  promised  housecleaning  of 
the  fund  never  really  materialized. 

in  1976.  Last  year  it  earned  8.23%. 

Yet  the  infestation  continues.  The  old 
trustees  were  replaced,  but  the  new 
ones — selected  by  the  Teamsters  confer- 
ences and  various  trucking  associ- 
ations— proceeded  to  replace  the  execu- 
tive director,  the  accounting  firm,  and 
the  actuary  that  had  come  aboard  in  the 
wake  of  the  ERISA  legislation  with  per- 
sons more  congenial  to  the  trustees.  The 
trustees  have  failed  to  mee5  the  condi- 
tions the  IRS  imposed,  including  a  re- 
view of  loans  made  between  1965  and 
1977  for  possible  legal  action.  They  have 
harassed  the  asset  managers  by  attempt- 
ing to  withhold  fees  and  have  made  it 
clear  they  are  less  than  happy  with  the 
way  things  are  going.  But  all  things  come 
to  those  who  wait.  The  asset  managers' 
contracts  expire  in  1982. 


Meanwhile,  Dorfman  continue 
prosper.  Though  for  various  rea 
Dorfman  and  his  companies  lost  col 
over  both  the  pension  fund  insur 
and  the  asset  management,  he  still  r, 
in  $6.5  million  last  year  for  proces 
claims  for  the  health  and  welfare  f' 
which  is  beyond  the  reach  of  ERISA 
is  run  independently  of  the  pension  f 
Early  this  year  the  trustees  raised  I 
man's  fee  by  50%.  But  the  Labor 
partment  has  been  suing  to  void  ! 
fees  on  the  ground  that  they  are 
excess  of  the  reasonable  values  of 
services  provided." 

The  Labor  Department  has  not  ot 
wise  pursued  Dorfman  or  the  fund 
vigorously,  with  the  result  that  the 
ate    Subcommittee    on  Investigat 
launched  an  investigation,  a 
rumors  that  the  department  n 
a  deal  not  to  prosecute  the  fu 
former  trustees  criminally.  IV 
congressional  observers  are 
uneasy  over  how  prudently 
trustees  are  overseeing  the 
million  or  so  in  contributions 
come  in  every  month,  espec 
since  the  trustees  at  one  point 
posed  settling  a  $40  million  law 
by  Morris  Shenker  with  a  $9 
lion  loan  out  of  the  fund  f 
which  health  and  welfare  ben 
are  paid.  The  trustees  are  respc 
ble  for  deciding  how  much  of 
money  goes  to  the  pension  fun 
investment  and  how  much  i: 
tained  by  the  trustees  for  the 
ment  of  health  and  welfare  b 
fits.  In  mid- 1979  the  Benefit 
Administration  account  was 
taining  $65  million,  which  Se 
tary  of  Labor  Ray  Marshall  con 
ered  reasonable.  By  the  enc 
1979,  however,  the  trustees 
built  up  $142  million. 

When  the  fund's  contracts 
Equitable  and  Palmieri  expin 
October  1982,  you  might  ex 
the  Teamsters  would  be  happ 

  cut  the  last  links  with  the  F 

past  by  making  the  independent  mat 
ers  permanent.  But  don't  count  on  it 
sconced  in  his  office  in  Chicago's  Te 
sters-owned      International  Tow 
where  the  pension  fund  itself  is 
headquartered,  Dorfman  has  all  the 
possession  of  a  man  biding  his  time. 

So  the  mess  hasn't  really  been  clea 
up,  just  swept  under  a  rug.  "One  of 
reasons  labor  racketeering  is  on  the 
surge,"  says  Peter  Vaira,  head  of  Justi 
federal  strike  force  in  Philadelphia, 
the  immense  amount  of  money  gc 
into  the  union  pension  funds."  Five  yt 
ago  the  inflow  was  $4.2  billion;  last  > 
it  was  $6  billion.  The  Teamsters  Cen 
States  Pension  Fund  is  only  the  big£ 
and  most  flagrant  example  of  how  s\ 
funds  are  used  for  the  benefit  of  oj 
nized  crime.  ■ 
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". . .  Diamond  Shamrock's  management  strategy  is 
paying  off.  In  return  on  stockholders'  equity,  the 
company  is  in  the  top  1 2%*." 


*  For  the  past  five  years,  Diamond  Shamrock  has  ranked  in  the  top  12%  of  all  U.S. 
companies  in  return  on  stockholders'  equity.  Source:  Both  Standard  &  Poor's  and 
NYSE/AMEX  Reports. 


Diamond  Shamrock 

The  resourceful  company. 


Diamond  Shamrock  Corporation,  Dallas,  Texas  75201 


A  lot  of  water  has  been  wrung  out  of  high- 
flying casino  issues.  Some  analysts  think  it 
may  be  time  to  take  another  look. 


Whatever  became  of 
gambling  stocks? 


The  Streetwalker 


Wayne  D.  Kronewitter,  a  35- 
year-old  Washington,  N.J.  paint- 
ing contractor,  was  one  of  the 
hundreds  of  thousands  of  new-breed  in- 
vestors who  were  enticed  into  the  mar- 
ket two  years  ago  by  the  big  runup  in 
gambling  stocks. 

Like  Kronewitter,  many  of  them  first 
got  hooked  on  the  excitement  of  casino 
play  themselves  and  then  drew  the  easy 
nexus  that  gaming  was  an  adventure- 
some growth  industry  whose  time  had 


come.  Switching  in  and  out  of  Bally 
Manufacturing,  Caesars  World  and  Re- 
sorts International,  in  the  short  space  of 
six  months  Kronewitter  parlayed  an  ini- 
tial stake  of  a  few  thousand  dollars  into 
"15  or  20  thousand." 

He  was  absolutely  euphoric.  "It's 
changed  our  lives,"  Kronewitter  told 
Forbes.  "Resorts  International  will  keep 
going  up.  By  the  end  of  October,  I'm  kind 
of  expecting  it  to  hit  300." 

Now,  just  two  years  later,  Kronewitter 


Will  the  stakes  get  bigger? 


Resorts  Intl.        \~~]  Bally 
Caesars  World      EDI  Create  Bay 


•  Casino  opened  May  1978.  t  Figures  reflect  gross  win  through  Sept.  1980 


Seasonal  dips  aside,  Atlantic  City  casinos'  take  keeps  rising.  The  gross  win  in  the 
first  nine  months  of  1980  for  the  four  casinos  now  operating  exceeds  the  total  win  in 
1978  and  1979  combined.  The  gamble:  How  much  more  action  is  there  out  there? 


is  eons  wiser  about  the  manic  swii 
the  market.  Resorts  never  did  hit 
Like  most  gambling  stocks,  it  got  c 
in  the  bloodbath  of  the  inevitable 
tion.  Kronewitter  held  on  too  Ion 
just  about  broke  even  on  some  b(j 
sales.  "We  thought  the  market  mig 
steadily  up,"  he  says,  "but  the  no 
died  out.  Small  investors  are  not  ta 
about  gambling  stocks  anymore." 

They're  not  talking  because  the  s 
lative  play  has  shifted  to  the  oils 
most  gambling  stocks  have  badly  1 
the  market.  At  the  current  pru 
around  28,  for  example,  Resorts  Int 
tional  is  trading  at  a  long,  painful  rei 
from  both  its  alltime  high  of  70  anc 
year's  more  modest  high  of  38.  A 
water  has  also  been  wrung  out  of 
other  formerly  hot  issues  as  Bally  IV 
facturing  and  Caesars  World. 

"These  stocks  are  low  enough  to 
looking  interesting  again,  but  it's  hi 
get  people  who  have  been  burned  tc 
attention,"  says  Maura  R.  Flanagai 
account   executive   at  Shearson 
Rhoades'  Midland  Park,  N.J.  office 
er  analysts  who  specialize  in  gam 
stocks — Lee    Isgur    of    Paine  We 
Mitchell  Hutchins  and  Steven  Eiser 
of  Philips,  Appel  &  Walden,  for  e 
pie — also  feel  that  many  of  the  garni 
stocks  have  been  oversold.  The  co| 
tion  is  rooted  partly  in  the  contr, 
view  that  the  market  invariably  ten 
overreact  on  both  the  up  and  the  d 
side.  The  highly  volatile  gaming  is 
are  beginning  to  look  interesting  aj 
the  thesis  goes,  precisely  because 
many  Wayne  Kronewitters  have 
singed  to  the  point  of  disenchantme 
That's  not  to  say  the  casinos  hai 
been  dogged  by  a  lot  of  bad  news 
summer,  for  the  first  time  ever 
near  exponential  growth  of  pi 
the  Nevada  slots  and  tables 
slowed  by  recession. 

Uncertainty  is  also  stalking 
boardwalk  at  Atlantic  City,  the 
ing  set's  newest  playpen.  Ca 
World  and  Bally  Manufacturing 
have  to  convince  the  New  Jerse 
sino  Control  Commission  that 
are  sufficiently  free  of  mob  con 
tions  (Forbes,  Oct  27)  to  rate  a 
manent  endorsement  on  their 
porary  licenses.  Both  stocks  seeij 
be  reflecting  the  possibility  that 
companies  might  be  shut  out  o 
lantic  City. 
Further,  with  four  casinos  ahead 
place  and  at  least  two  more  like 
come  on  stream  by  the  end  of  the 
competition  is  sharpening.  That  me 
more  giveaways  in  the  form  of  free 
discount  hotel  rooms  and  easy  credi 
attract  the  high  rollers  and  gain  mai 
share.  Profit  margins  at  Resorts  Int 
tional,  which  no  longer  has  the  Atl 
City  scene  to  itself,  have  already  b 
to  unravel.  And  even  more  ominouj 


it 


84 


FORBES,  NOVEMBER  10, 


-.1 


liln 
Oam 
i.A 


e  analysts  are  interpreting  the  30% 
)  from  August  in  the  September  total 
s  win  as  an  early  warning  sign  that 
|0j  Atlantic  City  market  is  approaching 
sration.  And  yet  these  adversities 
e  predictable.  Any  business,  even 
iconductors,  has  downs  as  well  as 
Investors  should  have  anticipated 
Instead,  they  bid  for  the  gambling 
ks  as  if  there  would  be  no  sober  to- 
row.  Now  they  seem  to  have  forgot- 
that  there  was  indeed  a  good  case  to 
lade  for  the  industry. 

0  one  has  been  more  chary  of  the 
s  in  gambling  stocks  than  institu- 
al  investors  and  some,  according  to 
le  Webber's  Lee  Isgur,  are  beginning 

J.ibble  around  the  edges  of  such  blue 
|Lj  i  hotel  issues  as  Holiday  Inns,  Hilton 
MGM.  It's  the  cautious  institutional 
.  ,  the  analysts  say,  of  getting  a  call  on 
,  3  long-term  potential  of  the  casino 
Al  ness  through  the  back  door. 

oliday  Inns  is  scheduled  to  begin  op- 
ing in  Atlantic  City  sometime  this 
ith  through  its  recently  acquired  Har- 
5  subsidiary,  and  so  far  is  the  only 
of  the  three  blue  chip  hotel  compa- 
to  reach  for  a  piece  of  the  action 
e.  Is  there  any  significance  in  the 
that  Hilton  and  MGM  have  yet  to 
k  ground  on  the  big  projects  they've 

1  talking  about  spudding  into  the  At- 
ic  City  loam? 

ot  the  way  Steven  Eisenberg  of  Phil- 
Appel  &  Walden  sees  it.  "Saturation? 
market  is  so  far  from  saturation  that 
almost  moot  to  talk  about  it,"  insists 
analyst. 

ie  persuasive  Eisenberg  is  a  propo- 
of  what  he  calls  "the  critical  mass 
ry."  "It  worked  in  Nevada  and  it's 
king  in  Atlantic  City,"  he  says.  "As 
open  more  casinos  and  more  doors, 
attract  new  customers." 
ne  numbers  (see  chart,  p  84)  appear  to 
)ort  that  thesis.  When  Resorts  Inter- 
onal  had  the  field  all  to  itself  in  the  last 
t  months  of  1 978,  its  gross  win  totaled 
5.7  million.  Caesars  World  came  on 
r"  pi  in  June  1979,  and  the  two  casinos 
ther  cleared  a  gross  win  of  $323  mil- 
The  four  casinos  now  in  the  field 
id  more  in  the  first  nine  months  of 
year  alone  than  Resorts  and  Caesars 
II  n  all  of  the  preceding  two  years, 
ithusiasts  like  Eisenberg  and  Lee  Is- 
concede  that  no  tree  grows  to  the 
but  they  argue  that  Atlantic  City 
just  begun  to  scratch  the  marketing 
ace.  As  new  first-class  hotel  rooms 
erialize,  the  analysts  contend,  the  ca- 
s  will  land  convention  business  they 
lot  now  in  a  position  to  bid  on.  What 
it  that  disquieting  drop  in  the  Sep- 
er  win?  Merely  a  "seasonal"  dip  in 
th  tide  that  will  be  a  long  time  in 
ing,  the  analysts  maintain, 
e  of  the  hardest  hit  gambling  stocks 
esorts  International.  The  stock  is 
60%  from  its  1978  high.  Sure,  its 
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By  the year  2000 

America's  electricity  needs  will  double. 
That's  less  than  20  years  away. 


2000!  It  will  be  here  before  you 
know  it.  And  so  will  our  need  for 
more  electricity.  In  fact,  demand 
will  double,  based  on  today's 
annual  growth  rate  of  3.7  percent. 

The  bright  side  of  America's  en- 
ergy future  is  that  we  already 
have  available  fuels  to  substitute 
for  our  precious  reserves  of  oil 
and  natural  gas.  Coal  and  nuclear 
are  the  realistic  alternatives 
through  the  80's,  90's  and  beyond . 

Common  sense  dictates  a  new 
rel  iance  on  these  fuels  for  the  near 
future.  The  conversion  of  existing 
oil-fired  generating  plants  to  coal 
or  replacement  with  nuclear  or 
coal  is  one  more  essential  step  in 
conserving  oil  and  natural  gas. 


We're  sitting  on  enough  coal 
to  power  this  country 
for  over  100  years. 

America  has  nearly  one-third  of 
the  world's  supply  of  coal,  and 
new  technologies  make  it  more 
versatile  than  ever. 

At  present,  coal  represents  93 
percent  of  our  recoverable  fossil 
fuel,  but  supplies  only  19  percent 
of  our  energy  needs. 

By  contrast,  traditional  domes- 
tic gas  and  oil  reserves  comprise 
only  4.5  percent  of  our  total  esti- 
mated recoverable  fossil  fuels. 
But,  together  with  oil  and  gas 
imports,  they  supply  73  percent  of 
the  nation's  energy.  Something's 
got  to  give. 


The  cost  of  mining  and  trans-  I 
porting  coal  in  America  is  roughly 
$30  a  ton;  to  obtain  the  equiva- 
lent amount  of  energy  from  crude 
oil  would  cost  $125.  And  the 
price  gap  continues  to  widen. 

Increasing  our  coal  production  | 
by  only  25  percent  produces  the 
energy  equivalent  of  two  million  j 
barrels  of  imported  oil  a  day. .  .or 
approximately  a  quarter  of  the  oil  | 
the  U.S.  imports  each  day. 

Whatever  the  method  of  using 
coal-direct  burning,  liquefied, or 
gasified-Westinghouse  has  the  | 
technology  and  the  systems  and  1 
equipment  to  help  make  the  most  j 
of  it. 


PROJECTED  ELECTRICITY  REQUIREMENTS 

Bars  represent  the  forecasted  amount  of  electricity  needed 
for  the  United  States. 

Source:  Westinghousp  Market  Research  &  Analysis 


2000  4.8  trillion  kilowatt  hours 


lountries  all  over  the  world 
lave  moved  ahead  with 
luclear  energy.  Shouldn't  that 
ell  us  something? 


he  governments  of  France, 
Jreat  Britain,  Spain,  Sweden, 
Germany,  Japan  and  the  USSR  are 
)roceeding  with  the  application 
f  nuclear  energy.  Yet  America 
till  lacks  a  policy  on  nuclear 
jnergy. 

The  Westinghouse  credentials. 

ro  date  more  than  one  trillion 
kilowatt  hours  of  electrical  power 
lave  been  generated  by 
:/Vestinghouse  pressurized  water 
eactors.  Westinghouse  and  its 
nternational  licensees,  with  55 
luclear  plants  in  operation  and 
106  more  being  built  or  con- 
racted  for,  represent  the  def  i  n  iti  ve 
vorldwide  standard  of  nuclear 
)lant  technology. 


Also,  the  nuclear  industry 
safety  record  is  impressive.  In  23 
years  of  commercial  operation, 
nuclear  energy  has  established  a 
safety  record  far  better  than  all 
other  large-scale  power  genera- 
tion energy  forms. 
Comparing  the  cost  of  oil 
and  nuclear. 

Comparative  economic  studies 
show  that  if  a  domestic  utility 
could  instantly  replace  an  oil- 
fired  generating  unit  with  a  nu- 
clear unit: 

•  Initial  cost  would  be  large,  but 

•  Based  on  the  performance  of 
current  operating  units,  the  nu- 
clear unit  could  save  the  initial 
investment  in  energy  costs  in  the 
first  four  years  of  operation. 


The  obstacles. 

Two  main  policy  areas  retard  the 
contribution  coal  and  nuclear 
energy  can  make  to  America's 
energy  independence.  They  are: 

•  Inordinately  long  licensing  pro- 
cedures, and 

•  Lack  of  a  programmatic  ap- 
proach to  pollution  control  and 
waste  disposal. 

Westinghouse  supports  tech- 
nological solutions  to  these  is- 
sues, rather  than  expanded  regu- 
latory procedures. 

With  almost  a  hundred  years  of 
leadership  in  electrical  energy, 
Westinghouse  is  singularly  well 
equipped  to  help  industry  get  the 
most  out  of  its  energy  supplies,  at 
the  least  possible  cost. 


g)  Westinghouse 

A  powerful  part  of  your  life. 
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ST.  JOE  GOLD. 


High  in  the  Chilean  Andes, 
St.  Joe  is  developing  El  Indio,  a 
major  gold  discovery.  A  discovery 
that  includes  large  amounts  of 
silver.  While  regular  production 
is  scheduled  for  1981,  gold  ore 
shipments  have  already  begun. 

In  California,  St.  Joe  has  siz- 
able interests  in  the  San  Juan  and 
Yuba  gold  properties.  San  Juan 
has  one  of  the  nation's  larger  un- 


developed gold  reserves. 

Gold  and  other  precious 
metals  are  just  a  part  of  St.  Joe's 
exciting  future.  In  the  early 
1970s,  St.  Joe  embarked  on  a 
bold,  but  well-planned  course  of 
diversifying  into  rapidly  growing 
markets  for  precious  metals,  en- 
ergy and  natural  resources. 

This  ten-year  capital  expan- 
sion program  should  total  over 


two  billion  dollars  by  1984.  And  it 
is  already  beginning  to  pay  off 
Properties  such  as  El  Indio  and 
those  in  California  will  add  to 
St.  Joe's  earnings  and  growth. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Joe? 

DISCOVER  US. 

St  Joe  minerals  Corporation 
Energy&Metals 


For  a  copy  of  our  Annual  Report,  write  to  our  Chairman,  John  C.  Duncan,  Box  IC.St  Joe  Minerals  Corporation,  250  Park  Avenue.  NY,  NY  100F. 


Place  your  bets 


Compared  with  those  of  ultra-tespectable  blue  chips,  recent 
price/earnings  for  gambling  stocks  are  relatively  high.  But  compared 
to  the  giddy  heights  most  of  them  reached  on  the  initial  excitement 
over  gambling  in  Atlantic  City,  they  may  deserve  a  fresh  look. 
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at  Atlantic  City  had  dropped  from 
Vo  to  72%  to  36%  of  the  market  in 
than  a  year  and  a  half. 

t    Resorts    has    plenty    of  basic 

gths.  It  owns  the  only  plenary  li- 
>e  the  Casino  Control  Commission 
approved  so  far.  The  huge  hoard  of 

Resorts  has  earmarked  for  the  con- 
ction  of  a  second  casino  in  Atlantic 

alone  works  out  to  nearly  $17  a 
e  on  a  fully  diluted  basis,  and  that 

e  does  not  include  some  potentially 


valuable  land  holdings.  Thus,  Steven  Ei- 
senberg  argues,  with  the  market  at 
around  28,  "there  is  very  little  downside 
risk"  in  Resorts. 

In  the  six  months  ended  June  30,  the 
company's  overall  operations  ground  out 
only  a  modest  revenue  gain  (from  $185.8 
million  to  $192.7  million),  and  pretax 
profits  dropped  39% — from  $78.5  mil- 
lion to  $48  million.  Resorts  says  some  of 
that  decline  reflected  the  wage  premi- 
ums it  had  to  pay  to  keep  pit  bosses  and 


other  scarce  supervisory  help  from  being 
pirated  by  the  competition.  Crank  in  the 
promotional  perks  the  high  rollers  have 
come  to  expect  as  their  due.  For  the  rest 
of  the  industry  throw  in  overblown  con- 
struction costs  and  the  high  cost  of  mon- 
ey as  well,  and  you  have  what  looks  like  a 
continuing  squeeze  on  margins.  Don't 
forget  this  though:  Chivvied  as  Resorts 
was  in  the  first  half,  for  instance,  it  none- 
theless posted  a  fat  24.9%  pretax  return 
on  revenues. 

Resorts  in  particular  has  one  thing  go- 
ing for  it.  The  company's  earning  power 
looks  somewhat  the  worse  because  its 
Atlantic  City  revenues  had  been  subject 
to  the  full  force  of  New  Jersey's  maxi- 
mum 12%  gaming  tax.  The  levy  scales 
downward  as  more  casinos  open.  It 
dropped  to  10%  in  August  and  will  drop 
again  to  8%  on  the  next  opening,  prob- 
ably this  month. 

On  Resorts'  gross  win  for  the  first  half, 
Forbes  estimates  that  the  lower  tax 
would  have  added  16  cents  a  share  or  so 
to  earnings — not  enough,  maybe,  to  re- 
kindle Wayne  Kronewitter's  gambling 
spirit;  but  enough  for  Merrill  Lynch  and 
Philips,  Appel  to  mark  the  stock  an  okay 
buy .—Richard  Phalon 


collapse  of  the  Bretton  Woods  system  of 
d  exchange  rates  could  have  been  prevent- 
by  doubling  the  price  of  gold,  contends 
nomist  Milton  Gilbert. 


Why  the 
dollar  fell 


By  Thomas  C.  O'Donnell 

Iilton  Gilbert  was  an  econo- 
mist's economist.  Although  one 
of  the  more  brilliant  and  influen- 
men  in  international  finance,  the 
ler  economist  of  the  supersecret 
k  for  International  Settlements  was 
nown  to  the  public.  Indeed,  his  sud- 
death  one  year  ago  passed  largely 
oticed  by  the  general  press, 
it  now  Gilbert  is  receiving  the  atten- 
he  avoided  during  his  life.  The  rea- 
is  the  posthumous  publication  of  his 
£,  Quest  for  World  Monetary  Order,  by 
Twentieth  Century  Fund.  The  book, 
ch  details  Gilbert's  lonely — and  los- 
-battle  to  convince  the  U.S.  to  dou- 


ble the  price  of  gold  during  the  1960s,  is 
creating  controversy  among  internation- 
al monetary  officials.  Gilbert,  an  Ameri- 
can who  spent  his  working  life  in  Eu- 
rope, argues  that  pegging  gold  at  an  offi- 
cial $35  per  ounce  undermined  the  dollar 
and  the  fixed-rate  exchange  system  es- 
tablished at  Bretton  Woods  in  1944. 

Is  Gilbert  right?  An  increasing  number 
of  economists,  who  formerly  viewed  gold 
as  nothing  more  than  a  barbarous  relic, 
now  think  he  is.  And  this  much  is  clear: 
The  old  promise  to  exchange  gold  for 
dollars  at  an  absurdly  low  price  cost  the 
U.S.  billions.  It  was  also  a  promise  im- 
possible to  keep  since  foreign  central 
banks  gobbled  up  as  much  of  the  precious 
metal  as  they  could. 


And  without  gold — or  something  sol- 
id— to  back  them  up,  the  ever-increasing 
number  of  dollars  coming  off  the  Federal 
Reserve's  printing  presses  during  the 
1960s  were  destined  to  lose  value.  This, 
in  turn,  made  foreign  governments  far 
less  willing  and  able  to  peg  their  curren- 
cies to  the  dollar  and  keep  the  fixed-rate 
exchange  system  alive. 

Even  Gilbert  did  not  see  this  clearly  in 
1960.  In  fact,  the  only  economist  who 
did  see  was  Robert  Triffin,  then  an  advis- 
er to  the  European  Economic  Communi- 
ty, better  known  as  the  Common  Mar- 
ket. In  his  landmark  work,  Gold  and  the 
Dollar  Crisis  (see  Forbes,  Apr.  28),  Triffin 
accurately  predicted  that  unless  steps 
were  taken  to  create  a  new  international 
payments  unit  or  reserve  asset,  the  dollar 
would  collapse  under  the  growing  weight 
of  its  reserve  currency  burden.  Concedes 
Gilbert:  "Mr.  Triffin's  thought  was  more 
advanced  than  mine  at  that  time.  In 
1960  I  knew  little  about  gold,  like  most 
Americans,  and  did  not  see  the  deep  sig- 
nificance of  gold  versus  the  dollar." 

Indeed,  the  gold-dollar  connection  did 
not  become  clear  to  Gilbert  until  he  went 
to  work  for  the  BIS  in  Basel,  where  the 
world's  central  bankers  gather  frequently 
to  hammer  out  solutions  to  the  world's 
monetary  problems.  Throughout  the 
1950s  Gilbert  had  been  an  adviser  to  the 
Paris-based  Organization  for  European 
Cooperation  &  Development.  Then  in 
1960  he  moved  to  Basel,  where  his  real 
education  began,  and  he  suddenly  gained 
enormous  clout  with  monetary  officials 
and  international  financiers.  Even  so,  his 
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City  Investing  reports  to  ill 


Our  housing  operations  now 
rank  us  as  the  third  -  largest 
homebuilder  in  the  United 
States. 


Our  Rheem  solar  water  heat- 
ing systems  use  the  sun's  heat 
to  supplement  conventional 
energy-and  help  reduce  fuel 
bills. 


We  are  the  largest  manufac 
turer  of  storage  water  heaters 
in  the  world. 


As  a  leading  magazine 
printer,  we  print  some  of  th< 
best-known  newsstand 
publications . 


Our  new  gas  furnaces  with 
electric  ignition  and  auto- 
matic vent  dampers  are 
among  the  most  efficient  on 
the  market  today. 


We  are  also  a  major  insurance 
company— with  innovative 
policies  for  the  owners  of 
new  homes. 


6 


stockholders  on  housing 


n  the  last  few  years,  City  Investing's 
revenues  from  housing  activities 
lave  grown  rapidly. 

Although  City's  housing  opera- 
:ions  and  those  of  the  industry 
generally  have  been  affected  by  the 
ligh  cost  of  mortgage  financing 
in  1980,  we  look  for  renewed  and 
substantial  growth  beyond  the 
present  cycle. 

Long-range  prospects  for  hous- 
ing are  good,  particularly  in  high- 
growth  areas  like  the  Sun  Belt, 
where  we  are  predominantly 
ocated. 

We  build  houses,  mobile 
homes,  even  entire 
communities 

Our  homebuilding  activities  have 
imade  us  the  third-largest  home- 
uilder  in  the  United  States. 

We  build  and  sell  single-family 
omes  in  major  markets  in 
olorado,  Texas,  Arizona,  New  Mex- 
co,  Nevada  and  Wyoming.  Prices 
range  from  $46,000  to  $159,900.  The 
average  home  is  1600  square  feet 
nd  costs  approximately  $68,000. 

We  are  the  nation's  fourth- 
argest  builder  of  mobile  homes  for 
esidential,  commercial  and  insti- 
tutional markets.  We  build  them  in 
19  plants  across  the  country.  Prices 
range  from  $5,000  for  smaller 
units  to  $42,750  for  luxury  and  sec- 
tional models. 

Virtually  all  these  units  are 
installed  on  foundations  to  become 
permanent  structures.  We  believe 
that  future  prospects  are  bright  for 
manufactured  housing— mobile  and 
modular  homes— as  virtually  the 
anly  sound,  lower-cost  housing. 

In  Florida,  we  plan  and  build 
ntire  residential  communities— 
omplete  with  family  homes,  town- 
ouses,  villas,  apartments,  shopping 
enters,  community  centers, 
marinas,  and  essential  services. 

We  are  one  of  the  leading  com- 
panies in  Florida  homebuilding. 
Our  Watt- Wise  energy-saving  home 
was  the  first  to  be  certified  by  the 
! Florida  Power  &  Light  Company 

Our  involvement  in  the  Sun 
Belt  is  substantial.  It  is  the  nation's 
fastest-growing  area. 


We  keep  houses  warm,  cool 
and  efficient 

We  are  leaders  in  the  design  and 
production  of  water  heating  and 


City  Investing 
Projected  1980  Revenues 

$5.4  billion 


high-efficiency  heating  and  air- 
conditioning  systems  for  domestic 
and  commercial  applications.  These 
are  marketed  under  the  Rheem 
and  Ruud  brand  names. 

In  addition  to  solar  water  heat- 
ing systems,  we  also  build  heat 
pumps.  These  represent  a  growing 
market  in  many  parts  of  the 
country. 

A  company  that  fits 
together  for  growth 

City  Investing's  total  revenues  in 
1980  will  approximate  $5.4  billion. 
Assets  now  total  more  than  $7 
billion. 

We  are  not  only  in  good,  basic 
businesses,  but  we  are  leaders  in 
most  of  them.  In  addition  to 
Housing,  we  are  in  four  other 
major  areas. 

In  Manufacturing,  there  is  our 
heating  and  air-conditioning  busi- 
ness. We  are  also  major  producers  of 
steel  shipping  containers  for  the 
chemical,  petroleum,  paint  and  food 
industries. 

Internationally,  we  build  steel 
drums  and  other  products  at  82 
plants  in  19  countries,  including 
Brazil,  Belgium,  the  United  King- 
dom, Mexico  and  Italy. 


As  one  of  the  country's  leading 
magazine  printers,  we  print  some  of 
the  best-known  newsstand  publica- 
tions, most  of  them  under  long-term 
contracts. 

We  are  also  leaders  in  the  design 
and  manufacture  of  printed  busi- 
ness forms  for  everything  from 
small  businesses  to  direct  mail  and 
computer  processing. 

Our  Consumer  Services  include 
the  leading  budget-priced  motel 
chain,  Motel  6,  and  one  of  the  larg- 
est institutional  food  service  busi- 
nesses in  the  United  States. 

In  Insurance,  we  are  a  major 
underwriter  of  commercial  lines 
through  The  Home  Insurance  Com- 
pany, a  $2  billion  writer  of  property, 
casualty,  life,  accident  and  health 
insurance. 

Where  do  we  go  from  here? 

The  recent  significant  interest  in 
our  company  has  confirmed  what 
we  believe  to  be  the  exciting  growth 
prospects  of  our  basic  businesses. 

We  have  recentiy  reviewed  our 
operations  and  investments  very 
thoroughly  And  we  believe  there 
are  ways  we  can  make  City  Investing 
even  stronger  in  the  future. 

To  learn  more  about  us,  and  the 
businesses  that  are  part  of  City 
Investing,  just  clip  this  coupon. 


John  Herndon,  Vice-President 
City  Investing  Company,  Dept.  H 
59  Maiden  Lane 
New  York,  NY  10038 

Dear  Mr.  Herndon: 

Please  send  more  information  on 

City  Investing  Company. 

Name  


C  City  Investing  fits  together  for  growth 


battle  was  doomed  from  the  start — but 
for  political,  not  economic  reasons. 

Sadly,  Gilbert  acknowledged  this  fact 
at  his  BIS  retirement  dinner  in  1975, 
when  he  charged  that  U.S.  monetary  of- 
ficials "came  to  treat  me  as  not  only 
wrong,  but  as  a  kind  of  half-traitor,  lined 
up  with  [French  economist  Jacques] 
Rueff  and  de  Gaulle.  Why?  Just  because  I 
argued  that  we  didn't  have  to  sit  on  our 
hands  and  lose  billions  of  dollars  every 
year — to  a  total  of  over  $65  billion,  about 
five  Marshall  Plans." 

The  book  is  a  political  hot  potato  be- 
cause Gilbert  supplies  names  and  cites 
specifics  in  building  his  persuasive  case. 
He  criticizes  John  F.  Kennedy,  for  exam- 
ple, for  his  October  1960  reaction  to  a 
sudden  surge  in  the  London  gold  price. 
Only  two  weeks  before  his  election,  Ken- 
nedy vowed  that  as  President  he  would 
never  boost  the  $35  price. 

Even  though  irrational  political  rhetor- 
ic, Kennedy's  vow  reinforced  that  na- 
tional policy — something  Gilbert  learned 
in  1964  when  he  approached  Robert 
Roosa,  then  a  Treasury  undersecretary 
and  monetary  expert.  After  listening  to 
the  economist's  pleas,  Roosa  sent  him  to 
Fed  Chairman  William  McChesney  Mar- 
tin. Martin  was  also  apparently  in  agree- 
ment. But  they  would  not  take  action, 
claiming  the  situation  was  not  ripe. 

Ripe?  The  situation  was  rotten.  In  ear- 
ly 1965  de  Gaulle  called  for  a  return  to 
the  gold  standard  and  began  to  drain  U.S. 
reserves.  The  Treasury's  response  was  to 
reaffirm  the  official  price.  "The  state  of 
affairs  was  bizarre,"  writes  Gilbert. 
"France  advocated  a  policy  that  gave  the 
U.S.  an  escape  route,  and  the  U.S.  chose 
to  forego  this  option  rather  than  lose  face 
to  de  Gaulle.  .  .  .  The  door  closed  on  any 
reasoned  discussion  of  the  problem." 

The  U.S.  was  able  to  ignore  economics 
during  that  decade  because  its  political 
power  and  military  might  were  unques- 
tioned. In  1968,  for  instance,  a  majority 
of  foreign  central  bankers,  conscious  of 
the  dollar's  decline,  wanted  to  boost  the 
gold  price.  What  happened?  Nothing,  be- 
cause they  were  too  timid.  "They  didn't 
press  their  views  on  the  U.S.,  even  confi- 
dentially," discloses  Gilbert. 

Even  as  late  as  1973,  when  its  power 
and  prestige  were  already  on  the  wane, 
the  U.S.  still  called  the  shots  in  interna- 
tional finance.  Gilbert  recounts  how  Nix- 
on's Treasury  Secretary  John  Connally 
angrily  vetoed  the  reappointment  of 
Pierre-Paul  Schweitzer  as  head  of  the  In- 
ternational Monetary  Fund.  The  reason? 
Schweitzer  had  openly  called  for  a  de- 
valuation of  the  dollar.  Says  a  sardonic 
Gilbert:  "Nixon  is  known  to  have  said,  'I 
don't  give  a  [expletive  deleted]  about  the 
lira.'  Presumably  he  did  give  a  [expletive 
deleted]  about  the  dollar." 

Maybe  so,  but  1973  was  also  the  year 
the  Bretton  Woods  fixed-rate  system  fell 
apart,  as  Gilbert  and  Triffin  had  predict- 


Eco)ii»)iist  Milton  Gilbert 
A  losing  buttle. 


ed  it  would  more  than  a  decade  earlier. 
He  puts  it  this  way:  "Pride  goeth  before  a 
fall,  the  Bible  tells  us.  Pride  was  certainly 
involved  in  this  case,  but  in  order  to 
pretend  it  was  not,  the  fall  has  been 
called  a  reform  of  the  international  mon- 
etary system." 

To  be  sure,  it  was  failure  and  not  re- 
form. Beginning  in  the  late  1960s,  the 
U.S.  imposed  controls,  halted  gold  pay- 
ments and  even  allowed  small  gold  price 
hikes — certainly  too  little — too  late. 

Today  in  a  world  of  floating  exchange 
rates,  one  of  the  more  hotly  debated  ques- 
tions among  central  bankers  is  whether 


gold — which  now  trades  for  close  to  $ 
per  ounce — should  be  remonetized,  t 
is,  used  to  back  currencies.  Whether  or 
that  happens,  Gilbert  has  already  b( 
largely  vindicated.  "But  this  did  not  mi 
him  happy  near  the  end  of  his  life,"  si 
M.L.  Rossant,  Twentieth  Century  Fi 
director.  "He  didn't  feel  events  were  mi 
ing  in  the  right  direction  even  though 
had  predicted  them  accurately." 

Indeed,  Gilbert  as  a  loyal  Arnerid 
believed  in  a  strong  dollar,  but  he  was 
no  means  a  goldbug.  He  simply  beliei 
that  the  gold-dollar  connection  could  i 
be  denied.  Above  all,  he  was  a  reali 
Once  the  fixed-rate  system  had  coi 
unstuck,  he  knew  it  was  gone  for  gooc 

A  revival  of  the  gold-dollar  connecti 
is  simply  incompatible  with  a  gold  m 
ket  characterized  by  price  volatility.  1 
reason  is  that  monetary  officials  are  i 
willing  to  peg  their  currencies  to  I 
metal  unless  they  believe  its  price  woi 
remain  fairly  stable.  Moreover,  a  curn 
cy  tied  to  gold  would  be  very  hard 
inflate.  And  inflation  is  very  attractive 
politicians,  allowing  them  to  final 
huge  deficits  and  spending  programs. 

And  most  important,  as  Gilbert  not 
"The  U.S.,  of  course,  has  no  intention 
reverting  to  a  fixed  gold  parity  for  t 
dollar.  But  even  had  it  wished  to  do 
the  idea  of  such  a  return  to  gold  could, 
the  circumstances  of  recent  years,  be 
more  than  a  fantasy."  ■ 


Inland  Steel  was  about  to  sell  promising 
Grotnes  Metalforming  Systems  out  from  un 
der  60-year-old  Heinz  Stettler  So  he  and  5(\ 
year-old  John  Mack  worked  up  their  neru 
and  bought  it  themselves. 


life  begins  at  60 


The  Up-And-Comers 


I was  in  shock,"  recalls  C.H.  (Heinz) 
Stettler,  the  60-year-old  president  of 
Grotnes  Metalforming  Systems,  Inc. 
"My  first  reaction  was  one  of  shock  and 
disbelief  and  disappointment."  That's 
how  he  felt  several  months  ago  when  he 
was  first  told  that  his  company,  a  $15 
million  (sales)  metal-forming  machine 
tool  subsidiary  of  $3.6  billion  (sales)  In- 
land Steel  Co.,  was  being  put  on  the 


auction  block.  How  could  they  do  th 
when  Grotnes  was  3  times  more  profi 
able  than  its  entire  division  at  Inland?  Bi 
it  was  no  use.  Tiny  Grotnes  had  commi 
ted  the  sin  of  being  insignificant:  Tl 
$  1 .3  million  of  profits  it  contributed  we 
considered  negligible,  a  mere  0.99% 
Inland's  $131  million  bottom  line. 

But  even  that  shock,  upsetting  his  2| 
year  career  at  Grotnes  and  threatenm 
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his  future  just  when  it  seemed  so  secure, 
pales  in  comparison  to  the  wonder 
Stettler  feels  today.  He  and  his  former 
boss  at  Inland,  56-year-old  John  G.  Mack 
Jr.,  the  man  Inland  ordered  to  sell 
Stettler 's  company,  not  only  still  run 
Grotnes  but  also  own  it.  At  an  age  when 
most  businessmen  are  planning  their  re- 
tirement, Stettler  and  Mack  bet  all  their 
chips  in  a  leveraged  buyout  (structured 
by  New  York's  Carl  Marks  &  Co.).  Now 
they're  busy  managing  Grotnes  with  an 
entrepreneurial  zest  they  never  knew 
they  had. 

Since  becoming  a  wholly 
owned  subsidiary  of  Inland  in 
1967,  Grotnes  (then  known  as 
Grotnes  Machine  Works)  had 
been  kept  on  a  short  leash. 
Small  to  begin  with,  it  remained 
small  because  Inland  thought  of 
it  that  way — a  self-fulfilling 
prophecy.  That  attitude  is  best 
expressed  by  Inland's  vice  chair- 
man, Raymond  N.  Carlen: 
"They're  too  small.  And  since 
they  are  capacity-limited, 
there's  going  to  be  no  great 
growth  for  a  while."  But  if,  in 
fact,  Grotnes  is  capacity-limit- 
ed, it  is  because  it  has  tripled  in 
size  over  the  last  five  years.  And 
that  growth  was  all  financed  by 
internally  generated  funds.  So 
it's  reasonable  to  ask  its  former 
parent  why  Inland  didn't  con- 
tribute some  capital.  To  which 
Carlen  replies:  "You  know,  it 
takes  just  as  much  of  our  valu- 
able time  and  managerial  atten- 
tion to  attend  one  of  little 
Grotnes'  board  meetings  as  it 
does  to  look  after  one  of  our 
really  big  subsidiaries." 

Times  have  been  tough  lately 
for  the  steel  industry.  When 
you've  run  out  of  obsolete  facili- 
ties to  close  and  expendable  em- 
ployees to  lay  off,  you  then  begin  looking 
for  subsidiaries  to  cut  loose.  So  Grotnes 
got  the  ax  from  Inland's  board.  It  had 
almost  happened  seven  years  before. 

Back  in  1973  the  Inland  board  decided 
to  sell  the  company.  Unknown  to 
Grotnes,  Inland  began  negotiations  with 
Verson  Allsteel  Press  Co.,  but  the  deal  fell 
through.  At  that  time  John  Mack,  then 
president  of  Inland's  Container  division 
and  the  man  generally  credited  with 
turning  Container  around,  objected  to 
the  sale.  Says  Mack,  "I  saw  Grotnes  as  a 
good,  moneymaking  company  that  could 
help  Inland  maintain  quality.  Maybe  it's 
an  intangible,  but  both  Heinz  and  I 
thought  Grotnes  could  contribute  insight 
into  the  properties  of  the  materials  In- 
land made.  After  all,  Grotnes  made  ma- 
chines that  worked  metal.  Although 


that's  hard  to  put  a  price  tag  on,  that's 
valuable  because  in  the  steel  business  the 
hardest  thing  to  guarantee  is  that  one 
heat  of  finished  steel  will  be  consistent 
with  every  other." 

"Also,"  says  Stettler,  "we  are  supply- 
ing major  industries,  from  automotive  to 
appliances,  pipe  mills,  other  steel  mills 
and  even  aerospace.  We  could  see  trends 
coming  and  new  applications  for  steel 
and  other  alloys.  We  could  be  of  value  in 
the  product  and  market  development  at 
Inland  Steel.  I  thought  I  had  been  suc- 
cessful in  demonstrating  our  value  to 
them,  but  evidently  I  had  not." 

Over  the  next  few  years,  as  group  vice 


John  G  Mack  of  Grotnes  Metaljbrmirtg  Systems 
"When  I  left  Inland,  I  resigned  from  1 1  boards  and  9 
chairmanships.  Now,  I  come  to  work  much  more  easily." 

president  for  administration  and  more 
recently  as  senior  vice  president  in 
charge  of  the  steel-related  group  of  which 
Grotnes  was  a  part,  Mack  continued  ob- 
jecting to  the  sale.  Says  Mack,  "I  didn't 
think  it  was  a  waste  of  my  time  to  pay 
attention  to  them.  For  years  I  kept  argu- 
ing that  Grotnes  should  be  kept  and  used 
as  the  nucleus  to  build  a  significant  ma- 
chinery subsidiary  for  Inland.  But  finally 
the  board  got  determined  and  I  was  or- 
dered to  sell  it  off." 

What  he  had  to  sell  was  a  company 
founded  in  1898  by  Charles  C.  Grotnes,  a 
Norwegian  immigrant  who  had  a  new 
technique  for  expanding  the  hoops  used 
to  bind  the  staves  in  wooden  barrels. 
Today  the  company  is  a  world  leader  in 
the  design  and  construction  of  machines 
that  expand,  shrink  and  rotary-roll  cold 


metal.  For  example,  all  the  spiral  we 
pipe  for  the  trans-Canadian  pipeline 
sized  and  strengthened  on  Grotnes 
expanders,  and  well  over  half  the  w 
rims  on  American  and  foreign  can 
produced,  in  at  least  one  operation, 
Grotnes  machine  or  with  macl* 
based  on  Grotnes'  patent  rights. 

While  the  corporate  infighting  wa 
ing  on  at  Inland,  sales  at  Grotnes 
bled.  In  1979  they  were  up  26% 
1978,  despite  the  fact  that  the  m 
forming  end  of  the  domestic  mac 
tool  market  was  growing  at  only  a 
compounded  annual  rate.  Return  oi 
vestment    was    exceeding  15%, 
Grotnes'  pretax  income  put 
the  top  25%  of  the  metal-f< 
ing  industry.  In  part  this  pt 
mance  stems  from  the  fact 
Grotnes  has  aggressively 
after  foreign  business,  w 
the  growth  rate  is  twice  as  I 
Says  Stettler,  "We  don't 
until  a  guy  comes  in  here 
asks  if  we  would  be  kind  enc 
to  ship  a  machine,  say,  to  S« 
America.  We  go  there.  W 
after  the  business  wherever 
to  be  found." 

Today  Grotnes  is  one  oi 
largest  suppliers  of  its  typ 
machine  tools  to  Europe  an 
pan,  where  it  has  licensee 
well  as  to  Eastern  bloc  nat: 
Right  now  it  is  in  the  mid 
filling  an  enormous  ordei 
wheel-rim-forming  system: 
Rumania.  As  a  result,  de: 
the  recession,  Grotnes  was 
to  maintain  its  1978  level  o 
erating  income  in  1979,  vi 
that  of  its  division  as  a  w 
fell  19%  and  that  of  Inland 
whole  fell  23% . 

So  Inland's  decision  to 
Grotnes  created  a  nice  oppc 
nity  for  some  entrepreneur, 
neither  Stettler  nor  Mack, 
started  back  in  1946  as  a  st 
tender  at  the  blast  furnace 
Inland's  Indiana  Harbor  Works,  ever 
sidered  themselves  entrepreneurs. 

Says  Stettler,  in  a  thick  Swiss  acc 
"A  long  time  ago  I  had  to  decide  whe 
or  not  I  would  ever  run  my  own  busir 
I  thought  then,  no,  that's  not  for 
that's  not  going  to  be  me.  You  see 
Switzerland,  when  I  grew  up,  we  i 
taught  loyalty  and  allegiance  and  we: 
encouraged  to  think  of  ourselves  firsi 
work  for  a  company,  I  thought  the 
will  fight  like  a  tiger  for  every  nick 
it's  for  them.  If  it's  for  me,  I  will  prob 
be  somehow  reluctant  to  do  that.  I  ri 
that  decision  a  long  time  ago.  And  I 
to  myself,  'Okay,  so  you're  going  to  v 
for  wages,  and  that's  that.'  And  I  die 
my  life." 

John  Mack,  as  paunchy  and  avunc 
as  a  department  store  Santa,  is  as  am. 
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CUs«thinldngwCAP 

for  long-range 
insurance  planning 


When  Commercial  Union  devel- 
oped the  Commercial  Account 
Policy  (CAP),  you  can  be  sure 
that  we  were  thinking  of  the 
diverse  insurance  needs  of  your 
business— for  now  and  the  future. 

Flexibility 

Designed  to  provide  coverages  for 
just  about  any  business,  CAP  is  a 
flexible  policy  that  can  be  competi- 
tively priced.  Plus— CAP's  special 
premium  adjustment  plan  prices 
each  coverage  so  that  it  reflects 
the  individual  characteristics  of 


u 


your  business  rather  than  those  of 
a  group  of  similar  businesses.  This 
means  that  you  can  significantly 
benefit  from  the  premium  adjust- 
ment plan  if  your  business  is  well- 
run  and  your  losses  are  success- 
fully controlled. 

Size  no  problem 
It  doesn't  matter  if  your  business 
is  a  large  corporation  or  a  grow- 
ing entrepreneurship,  call  your 
Commercial  Union  agent  today 
to  help  you  anticipate  the  right 
kind  and  right  amount  of  pro- 
's tection  you'll  need.  CU's 
"thinking"  CAP-for  long- 
range  insurance  planning. 


Commercial  Union  Assurance  Companies,  One  Beacon  Street,  Boston,  Massachusetts  02108 


The  Up-And-Comers 


as  Stettler  at  what  came  to  pass.  He  says, 
"Two  years  ago  the  fact  that  I  would  he 
sitting  in  this  office  today  would  have 
been  inconceivable  to  me.  It  just  never 
occurred  to  me  that  I'd  be  doing  some- 
thing different  than  working  for  Inland 
where  I'd  been  for  32  years." 

Mack's  thinking  began  changing  when 
his  son  asked  him  for  some  advice  in 
choosing  a  career.  It  was  around  the  time 
that  Mack  was  running  Container  and 
realizing  how  much  he  was  enjoying 
himself  with  the  hands-on  challenge  of 
turning  it  around.  Says  Mack,  "I 
actually  advised  my  son  not  to 
go  to  work  for  a  big  corporation, 
but  to  be  an  entrepreneur.  I  told 
him  that  there's  nothing  wrong 
with  working  for  a  corporation 
but  if  you  really  want  a  lot  of 
personal  satisfaction  and  the  op- 
portunity to  make  a  lot  of  mon- 
ey, then  you're  going  to  have  to 
have  your  own  business." 

Stettler,  meanwhile,  was  ut- 
terly devastated.  "I  walked 
around  in  shock  for  three 
weeks,"  he  says.  "Then  one  day 
John,  who  had  been  fighting  the 
sale  within  Inland  all  along,  but  I 
never  knew  it,  came  to  me — I 
think  he  was  beginning  to  get 
worried  about  me — and  said, 
'Heinz,  why  don't  we  make  a 
play  from  the  inside?' 

"I  was  completely  surprised. 
I'd  never  considered  the  possi- 
bility. But  you  know,  I  realized 
that  everything  I  was  doing  on 
behalf  of  Grotnes — making 
deals  successfully,  selling  our 
engineering,  making  contracts, 
taking  risks  and  taking  respon- 
sibility for  our  whole  group  of 
people  here  .  .  .  well,  then  I  real- 
ized that  I  was  acting  like  an 
entrepreneur.  I  realized  that  I 
had  learned  to  work  that  way  as 
a  businessman  in  America.  I  had  been 
wrong  about  myself  years  ago,  and  it  was 
quite  a  revelation. 

"After  that,  I  didn't  have  to  think  very 
long,  frankly,  about  John's  suggestion.  It 
soon  became  a  matter  of  whether  I  could 
make  a  meaningful  financial  participa- 
tion and  then,  suddenly,  it  became  a 
matter  of  how  to  do  it." 

That  turned  out  to  be  rather  easy. 
Mack's  brother  helped  run  a  company, 
Tyler  Refrigeration,  that  had  been  a  lev- 
eraged buyout  from  Clark  Equipment  Co. 
He  put  Mack  and  Stettler  in  touch  with 
Jay  Jordan,  a  vice  president  at  New 
York's  Carl  Marks  &  Co.,  which  had 
structured  the  deal  for  Tyler.  After  a  se- 
ries of  meetings  and  studies,  Jordan  and 
the  other  officers  at  Carl  Marks  agreed  to 
participate  with  Mack  and  Stettler  in  the 


buyout,  each  taking  about  one-third  of 
the  $1.6  million  equity,  and  were  able  to 
convince  the  Teachers  Insurance  &  An- 
nuity Association  to  assume  the  debt. 
The  leveraging  amounted  to  $3  of  debt 
for  every  $1  of  equity  financing.  In  return 
for  assuming  the  debt,  Teachers'  re- 
ceived notes  and  warrants  convertible  to 
equity. 

Then,  after  they'd  lined  up  the  financ- 
ing and  offered  Inland  $7  million  in  cash 
for  the  assets  of  Grotnes,  came  the  worst 
part  of  the  deal:  waiting  while  Inland 
established  a  bona  fide  outsider  market 
for  the  company. 

Says  Mack,  who  sold  stocks,  bonds 


Heinz  Stettler  of  Grotnes 

"J  was  in  shock  for  weeks.  Then  John  said,  'Why  don't 
we  make  a  play  from  the  inside?'  " 

and  a  cherished  boat  to  raise  the  money, 
"Since  I  was  an  interested  buyer  and  an 
officer  of  Inland,  I  had  to  keep  at  arm's 
length.  And  I  could  see  that  things  were 
getting  out  of  hand,  but  there  was  noth- 
ing I  could  do  on  the  sidelines.  God,  we 
had  all  kinds  of  tire  kickers  coming 
through  here,  along  with  a  couple  of  ob- 
viously legitimate  people.  We'd  done  a 
lot  of  analysis  on  what  it  [Grotnes]  was 
really  worth.  And  we  were  just  afraid 
some  idiot  would  come  in  and  offer 
more." 

If  anything,  the  agony  was  worse  for 
Stettler,  who  had  hocked  his  condomin- 
ium and,  maybe,  his  future  to  buy  the 
company.  As  president  of  Grotnes  he 
was  required  to  make  a  conscientiously 
persuasive  sales  pitch  to  every  interested 
buyer.  With  Inland  people  always  present 


he  had  to  do  his  best  to  sell  o 
company  at  the  highest  price,  m 
that  if  he  did  too  good  a  selling  j 
might  encourage  an  offer  too  nig 
him  and  John  to  match. 

Says  Stettler,  "I  just  came  clean 
the  company.  That's  all  I  could  dc 
worst  part  was  that  one  prospective 
er  tried  to  talk  me  out  of  buying  i 
self.  He  said,  'What  are  you  doing 
ting  your  life  savings  into  this  thi 
this  stage  of  your  life?  We'll  buy  i 
give  you  a  nice,  secure  contract.' 
you  know,  for  a  moment  there  I  th< 
'holy  smoke,  this  guy  is  right!'  "  Bl 
dream  of  owning  the  company  he 
voted  his  life  to  was  too  co: 
ling  to  renege  on. 

Ultimately  the  outsidei 
ding  pushed  the  price  i 
around  $9  million,  but  . 
and  Stettler  were  able  to 
the  highest  outside  bid 
scant  $1,000.  On  Sept.  30, 
Grotnes  Metalforming  Sys 
Inc.  came  into  existence  v* 
nimble  new  board  consisti 
Jordan,  Mack  and  Stettler 
not  opposed  to  using  Grotr 
the  nucleus  of  a  significan 
chinery  company. 

Stettler  and  Mack,  respec 
ly  president  and  chairman, 
to  realize  that  with  a  he 
new  products  Grotnes  is  B 
ing  to  market.  For  example 
"near  net"  shaping  mac 
will  be  able  to  size,  shap< 
strengthen  metal  parts  wil 
the  wasteful  cutting  aw 
scrap.  That's  especially  ir 
tant  with  expensive  alloys 
grow  more  precious  dail 
their  mineral  components 
scarcer  worldwide  and 
precarious  in  their  si 
routes.  In  addition,  a  new  c 
current  welder  will  be  ab 
weld  wheel  rims  without 
usual  fumes  and  sparks 

  noise   that   violate  EPA 

OSHA  regulations.  But  now,  even 
important,  is  the  fact  that  Mack 
Stettler  can  control  their  own  de 
and  can  make  Grotnes  grow — wit 
waiting  for  a  deaf-eared  corporate 
ent's  permission — by  acquiring  a 
small  specialty-machine  companies 
Says  John  Mack,  "I  have  a  compl 
different  feeling  about  working  now 
know,  as  senior  vice  president  of  Ir 
I'd  start  out  on  Jan.  1  so  locked  in 
meetings  and  planning  sessions 
there  was  no  flexibility.  When  I  lef 
land  I  resigned  from  1 1  boards,  5  c 
manships  and  a  regimen  in  which  I 
cally  had  over  140  meetings  sched 
before  I  even  started  the  year.  Now 
Mondays,  when  I  come  down  her 
well,  I  come  to  work  much  more  e 
no w. '  'Stet  vn  Flax 
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The 

right  mix 
at  the 
right  time 


We've  made  a 
record  commitment 
to  exploration. 

We've  budgeted  a  record  $85 
million  in  1980  to  find  and 
tap  new  reserves  of  natural  gas 
and  oil.  We're  drilling,  by 
ourselves  and  with  other 
energy  explorers,  over  100 
new  wells  on  a  million  acres  of 
leases  in  the  southwestern  and 
Rocky  Mountain  states  and 
offshore  in  the  Gulf  of  Mexico. 


gearing  up 
le  coal  boom. 

ulfur  Western  coal  gains 
ance  as  an  energy  source, 
start-up  position  last  year, 
i  to  market  nearly  a 
tons  of  coal  next  year 
ur  mines  in  Colorado, 
rn  Coal  Company  has  340 
tons  under  lease. 


We've  gone  to  sea. 

Northern  Arrow  and  Northern 
Eagle  I,  our  two  new  ocean-going 
L.P.G.  tankers,  completed  gas 
trials  in  Norway  and  are  now 
operating  in  world-wide  trading. 
Each  has  a  20-million-gallon 
capacity.  Domestically,  we're 
extending  our  capacity  to  produce 
propane,  ethane  and  other 
liquid  fuels  as  demand  for  them 
rises  under  pressure  of  escalating 
prices  of  imported  oil. 

Conversion  to 

natural  gas  accelerates, 

and  we're  ready. 

Northern  Natural  Gas  Company, 
through  its  utility  customers, 
is  ready  to  meet  the  demands  of 
business  and  homeowner  con- 
version to  natural  gas  for  heating 
and  other  purposes.  In  the 
mid-80s  we  look  forward  to  draw- 
ing on  the  31/2  trillion  cubic 
feet  of  natural  gas  we  have  under 
contract  on  the  North  Slope 
of  Alaska. 


Our  new 

cellophane  substitute 
takes  less 
energy  to  produce. 

Industry  is  searching  for  a 
cellophane  substitute  which 
takes  less  energy  to  produce 
and  causes  less  pollution  in 
the  process.  Northern  Petro- 
chemical Company  is  adding 
another  plant  to  meet  that 
need.  It  will  produce  from  15 
million  to  20  million  pounds 
a  year  of  biaxially  oriented 
polypropylene  film  —  a  stiff, 
sturdy,  clear  film  to  replace 
cellophane  in  some  areas  of 
the  packaging  industry. 

InterNorth  is  positioned 
across  a  wide  spectrum  of 
the  energy  front.  Our  strong 
base  in  natural  gas  provides 
stability,  a  dependable 
financial  foundation  for 
other  profitable  ventures  in 
some  of  the  most  promising 
areas  of  the  energy  field. 
That's  the  right  mix  at  the 
right  time. 


For  further  information  call:  Roy  A.  Meierhenry,  Vice  President  and  Treasurer,  402-348-4937 


Northern  Natural  Gas  Company  ■  Peoples  Natural  Gas 

Northern  Liquid  Fuels  Company"  Northern  Petrochemical  Company 

Nortex  Gas  &  Oil  Company  ■  Northern  Coal  Company 

Home  Office:  Omaha,  Nebraska 


How  Texan  Harold  Otto  made  a  bundle  by 
taking  candles  seriously — and  by  letting  other 
people  do  most  of  the  work. 


The  house 
of  wax 


The  Up-And-Comers 


Harold  Otto,  chairman  of  Wicks  'N 'Sticks,  in  his  candle  factors' 

Candles  are  sold,  not  bought.  But  selling  them  hard  makes  him  a  million. 


Back  in  1968  Harold  R.  Otto 
selling  electrical  equipment 
General  Electric  in  Houstoi 
product  of  the  east  Texas  oilfields 
Warren,  Tex.,  Otto  had  become  an 
neer  more  because  he  didn't  know  > 
else  to  do  than  for  any  real  love  oi 
field.  Bored  with  his  work  and  loo 
for  ways  to  supplement  his  $12,0( 
year  salary,  he  was  strolling  arou 
Houston  shopping  center  one  day  v 
he  came  upon  a  candle  store.  Ah;; 
thought.  That  just  might  be  it. 
tough  could  it  be  to  run  a  candle  si 
Asking  a  few  questions,  he  soon  lea 
that  most  candle  shops  were  gearc 
the  tourist  trade.  Why  not  market 
dies   to  the  everyday  shopper? 
thought. 

As  entrepreneurial   concepts  gc 
would  be  hard  to  think  of  a  simpler 
But  it  has  worked  like  a  charm.  T 
Otto,  39,  is  chairman  and  presidei 
Wicks  'N'  Sticks,  based  in  Houston 
largest  chain  of  retail  candle  stores  ii 
country,  with  170  stores  that  e> 
sales  of  $35  million  this  year.  Eighte 
those  stores  are  corporate-owned, 
counting  for  $4  million  of  those 
enues.  This  year  Otto  expects  to 
about  $1  million,  or  7.7%  on  sales 
all,  which  makes  the  privately 
Wicks  'N'  Sticks  very  profitable  in« 
Over  the  last  five  years  return  on  eo 
has  averaged  about  27%,  with  long- 
debt  a  significant  44%  of  capitalizat 

Of  course,  it's  a  long  way  from  a 
idea  to  a  successful  business,  and 
had  to  learn  practically  everything 
hard  way.  The  biggest  lesson:  A 
company  with  limited  managemen 
to  get  other  people  to  do  everything  il 
That  lesson  runs  all  the  way  from 
chising — in  which  Otto  is  now  a  fe 
believer — to  the  curious  matter  of  V 
'N'  Sticks'  impossibly  coy  name. 

"One  morning  my  older  sister  call 
say  she'd  awakened  at  3  a.m.  w 
name  for  the  store,"  says  Otto,  pe 
out  from  behind  a  desk  covered 
cowboy  hats  and  boots,  a  green  drap 
yellowish  Fred  Flintstone — candles ; 
said,  'What's  that?'  She  said:  'Wick 
Sticks.  The  wicks  is  for  the  candlev 
and  the  sticks  is  for  the  candlestic 
said:  'My  God,  that  sounds  terrible 

As  it  happened,  the  next  day  Ott< 
the  partner  he'd  taken  into  the  bus 
(who  has  since  sold  out)  flew  to  Dal 
attend  a  gift  show  at  the  Mart, 
registered  under  the  name  Ca 
Northwest.  "I  thought  of  a  lot  of  diff 
names  like  Candles  Unlimited,  Ca 
Northwest  and  Ye  Olde  Candle  Sho 
he  says,  his  green  eyes  gleaming  beh 
white  votive  candle  burning  in  a  ] 
glass  on  his  desk.  "We  decided  on 
dies  Northwest  because  we  were  goi 
open  our  first  store  in  the  NortH 
Mall  in  Houston." 

But  Otto  and  his  partner's  rece 
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Now  the  world's 

IHACt  CaM  nAM 


Isocome 
hreenewsiz 


n;nrtjiiufi 


If  you  are  one  of  the  literally  millions  of  Americans  who 
n  or  have  even  thought  about  owning  some  gold,  this  may 
angethewayyou'll  invest  in  itforthe  rest  of  your  life.  Or,  the 
y  you'll  go  into  it  for  the  first  time. 
There  are  now  four  sizes  of  Krugerrands. 
The  famous  South  African  Krugerrand  — which  con- 
ns exactly  one  troy  ounce  of  pure  gold  — now  comes  in 
ee  smaller  sizes  containing  exactly  a  half-ounce,  exactly 
uarter-ounce,  and  exactly  a  tenth-ounce  of  pure  gold. 

Since  the  world  price  of  gold  is  quoted  in  dollars  per 
nee,  thisexactness  isof  tremendous  importance.  Youcan 
m  buy  gold  in  fractional-ounce  combinations  and  at  many 
pre  price  levels  and  still  easily  figure  what  your  gold 
Idings  are  worth— because  you'll  hold  it  in  units  still  easily 
atedto  the  ounce. 
No  other  gold  coins  offer  you  this  advantage. 
For  millions,  this  puts  gold  at  a  more  reachable 
ce.  And  for  the  regular  investor,  this  provides  a 
pre  flexible  choice— one  can  buy  smaller 
ins  more  often,  or  hold  a  portion  of 
gold  in  smaller  sizes.  The  large 
estor,  of  course,  will  continue 
buy  the  one-ounce  Krugerrands 
his  customary  large  lots. 
All  four  Krugerrand  sizes  are 
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priced  in  proportion  to  the  world  gold-ounce  price  quoted  in 
your  daily  newspaper,  with  only  a  small  premium  for  coinage 
and  distribution. 

Like  the  one-ounce  Krugerrand,  the  world's  most  popu- 
lar gold  coin,  the  half,  quarter  and  tenth-ounce  sizes  are 
legal  tender  coins  and  are  also  minted  in  unlimited  quantity 
for  a  worldwide  demand.  You  can  buy  or  sell  them  back  with- 
out assay  at  many  neighborhood  coin  dealers,  precious- 
metals  companies,  and  at  some  selected  banks. 

The  idea  that  everyone's  investment  portfolio  should 
include  some  gold  grew  significantly  during  the  turbulent 
1970s,  and  many  who  got  into  it  even  a  little  enjoyed 
considerable  gain. 

If  you  think  the  1980s  may  be  equally  turbulent,  that  little 
opportunity  exists  once  again. 

For  information  and  Krugerrand  dealers  near  you 
call  800-447-4700  Ext.  1220  (in  Illinois, 
call  800-322-4400)  or  send  coupon. 


ACTUAL  SIZE 


.  KRUGERRAND  INFORMATION  SERVICE  1220 
I  PO  Box  AA,  Norwood,  N  J  07648 
I  Please  send  free  brochure  and  a  list  of  Krugerrand 
|  dealers 

Name  


Address. 


.Stale. 


.Zip. 


lephone 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


The  45"story  Chicago  Marriott  stands  |ust  about  where  it  ought  to  be-right  in  the  middle  of  things. 


The  right  hotel  is  never  hard  to  find 


The  Marriott  Hotel  people  have  built  their 
reputation  on  doing  things  right. 

And  one  of  the  things  they  do  most  consistently 
right  is  to  be,  somehow,  in  just  the  right  location  for 
the  business  you  want  to  conduct,  in  any  given  city 

In  New  York,  for  instance,  Marriott's  Essex  House 
is  right  on  Central  Park.  In  Chicago?  Right  on  Michi- 
gan Avenue  (photo) -and  also  at  QHare  International 
Airport.  In  Kansas  City  Cleveland.  Miami.  L.  A.  and 
Rochester,  also  conveniently  right  near  the  airport. 
In  Philadelphia?  Right  at  the  edge  of  the  Main  Line. 

Some  cities  already  have  several  Marriotts. 


Atlanta,  four.  Houston,  three.  Five  in  Washington.  D.C. 
And  new  Marriotts  are  blooming  worldwide.  Marriott 
can  now  do  it  right  for  you  in  Saudi  Arabia.  Kuwait. 
Holland.  Even  right  on  the  beach  in  resorts  like 
Acapulco.  Barbados.  Santa  Barbara,  and  Marco  Island. 

lb  reserve  at  a  Marriott  where  you're  headed, 
call  a  professional,  your  travel  agent.  Or  dial  toll-free 
800-228-9290. 

WHEN  MARRIOTT  DOES  IT 
THEY  DO  IT  RIGHT.     *e         ,  -  - 

Marriott  Hotels. 


The  Up-And-Comers 

was  disappointing.  "We  would  walk  into 
one  of  the  showrooms,"  he  says,  "and 
one  of  the  salesladies  would  look  at  our 
name  tags  and  say,  'Candles  Northwest; 
I  don't  believe  I've  ever  heard  of  that.' 
We  would  explain  who  we  were  and 
where  we  were  from,  but  we  just  didn't 
get  much  reaction.  At  lunchtime  I  looked 
at  my  partner  and  said,  'You  know,  let's 
try  something.  Let's  go  re-register  and 
let's  put  Wicks  'N'  Sticks  on  our  name 
tags.'  "  When  they  came  back  to  the 
exhibit  hall,  everybody  remembered  the 
name  that  is  now  emblazoned  over  Otto's 
stores  from  Massachusetts  to  California. 
"It  was  the  best  decision  we  ever  made  in 
our  company,  I  do  believe,"  he  says. 

Otto  was  lucky  in  other  ways  as  well. 
He  didn't  know  it  at  the  time,  but  he 
started  his  business  just  as  a  "boom"  in 
candles  began.  "In  the  mid-Sixties  most 
candles  were  basic  and  utilitarian  or  reli- 
gious," he  says.  "Few  decorative  candles 
were  being  made.  But  in  the  late  1960s 
the  manufacturers  started  coming  out 
with  different  styles,  colors  and  scents." 
He  ticks  off  some  1980  aromas:  choco- 
late mint,  fresh  pineapple,  toasted  coco- 
nut, field  flowers,  winter  mint.  About  30 
in  all.  Forty-five  cents  will  get  you  the 
most  inexpensive  unscented  votive  or 
you  can  shell  out  close  to  $200  for  a  big 
hoot  owl,  over  2  feet  tall  and  a  foot  and  a 
half  wide.  Different  fads  come  and  go  in 
the  world  of  wax  candles — cowboy  hats, 
boots  and  a  handsome  armadillo  are  hot 
today — but  the  most  consistent,  high- 
volume  sellers  are  the  votive  and  the 
taller,  cylinder  shape. 

Initial  financing  was  routine.  "We 
needed  $20,000  to  get  started,"  he  re- 
calls. "That  paid  for  fixtures,  inven- 
tories, the  works.  We  borrowed  $12,000 
from  the  SB  A  with  a  direct  loan  at  5%% 
interest,  and  then  my  partner  and  I 
went  to  our  own  banks  and  each  bor- 
rowed another  $4,000.  We  were  fortu- 
nate to  get  it." 

Then,  two  months  before  Wicks  'N' 
Sticks  opened  its  doors  in  October  1968, 
Otto  received  a  telephone  call  from  the 
developer  of  the  Houston  mall  he  was 
occupying.  The  developer  had  just  met  a 
couple  recently  back  in  town  after  work- 
ing in  Colombia.  They'd  saved  enough 
money  to  open  a  store  of  some  sort, 
maybe  a  candle  shop.  Would  Otto  sit 
down  and  "share  ideas"  with  them?  "It 
kind  of  stuck  in  my  craw,"  he  recalls, 
"that  I  was  supposed  to  let  somebody 
have  my  ideas — copies  of  all  my  pur- 
chase orders,  plans  and  specifications — 
then  just  let  them  do  their  own  thing.  So 
I  said:  Til  tell  you  what  I'll  do.  We'll  sell 
them  a  franchise.'  The  developer  said: 
'You've  gotta  be  nuts!  You  haven't  even 
opened  the  first  store  yet.'  I  said:  'Well,  I 
don't  know  but  it  strikes  me  as  a  better 


solution  than  just  giving  it  away.'  "  Har- 
old Otto  was  learning  fast. 

So  for  a  $2,500  fee  and  a  5%  royalty, 
Wicks  'N'  Sticks  sold  its  first  franchise 
before  its  first  corporate-owned  store 
opened.  Otto  figured  the  stores  would 
each  do  about  $50,000  the  first  year,  but 
by  the  end  of  the  Christmas  season  they 
already  had  it.  The  following  spring  Otto 
left  GE.  "I  woke  up  one  morning,"  he 
says,  staring  out  across  his  office,  "and 
realized  I  had  new  responsibilities.  I 
knew  it  would  take  more  attention  than 
I'd  ever  thought." 

To  begin  with,  Otto  wanted  to  expand 
but  he  didn't  have  the  money.  So  he 
decided  to  experiment  with  an  inexpen- 
sive kiosk,  or  free-standing  unit  that  sits 
in  the  middle  of  a  mall.  The  $5,000  cost 
was  more  practical  then,  and  although 
the  square  footage  was  270  feet,  com- 
pared with  the  900-square-foot  stores  he 
operated  at  the  time,  Otto  didn't  think  it 
would  hurt  business.  It  worked.  As  the 

Otto  received  a  call  from  the 
developer  of  the  mall  he  was 
about  to  occupy.  Would  he 
"share  ideas"  with  a  new  ten- 
ant? "It  stuck  in  my  craw,"  he 
says,  "that  I  was  supposed  to 
let  somebody  have  my  ideas." 
So  he  sold  them  a  franchise. 


cash  flowed  he  went  back  to  the  larger 
layout,  and  by  the  end  of  1970  he  had  12 
stores,  4  corporate  owned,  8  franchised. 
"Our  thinking  there  was  to  open  as 
many  corporate-owned  stores  as  we 
could.  We  had  better  control  of  the  peo- 
ple and  the  returns  were  better  than  just 
collecting  royalties,"  he  says. 

It  was  a  fundamental  mistake  that 
wouldn't  catch  up  with  Otto  for  four 
years.  He  wanted  those  corporate  stores 
to  control  the  people  running  them.  He 
usually  sold  a  franchise  to  anyone  who 
could  put  up  the  money.  But  you  have  to 
sell  candles,  people  don't  just  buy  them. 
He  later  realized  that  the  kind  of  people 
he  needed  were  ones  with  a  real  stake  in 
it,  like  a  husband-and-wife  team.  That 
meant  franchises. 

Before  that,  though,  Otto  ran  into 
more  cash  problems.  Concentrating  on 
opening  corporate  stores,  he  found  his 
costs  running  away  from  him.  A  new 
store  that  was  supposed  to  cost  about 
$50,000  to  open  often  ended  up  costing 
40%  more  because  of  rising  construction 
costs.  Otto  took  a  bank  loan  of  $120,000 
to  bail  him  out  and  the  company  became 
marginally  profitable.  Then  in  1973, 
with  84  stores  but  just  1 7  of  them  fran- 
chised, Wicks  'N'  Sticks  lost  $136,000  on 
revenues  of  about  $5  million.  Says  Otto: 
"The  volume  of  the  company-owned 
stores  was  not  meeting  our  expectations 
after  all.  We  had  to  do  some  real  soul- 
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This  is  one  of  the 
worlds  best  made  auto- 
mobiles. The  lavishly 
appointed  Volvo  GLE. 
It's  by  no  means 
inexpensive. 

Yet  to  find  the 
quality  and  comforts  of 
this  Volvo  in  other  Euro- 
pean luxury  sedans, 
you'd  have  to  pay  nearly 
twice  as  much.  In  that 
light,  theGLE  looks  like 
somewhat  of  a  bargain. 

Of  course  theGLE 
isn't  the  only  Volvo  that's 
worth  every  penny  you 
pay  for  it.  In  fact,  accord- 
ing to  an  independent 
survey,  more  new  Volvo 
owners  rated  their  car  an 
excellent  value  for  the 
money  than  the  owners  of 
all  other  makes  tested.* 

So  if  you're  looking 
for  a  new  car  now  when 
people  are  counting  every 
dollar,  why  not  look  at 
the  car  that  makes  every 
dollar  count. 

VOLVO 
A  car  you  can  believe  in. 


©  1980  Volvo  of  America  Corporation.  *Sept.  1979  Survey  of  Sew  Car  Buyers,  conducted  b  v  Beta  Research  Corp. 


Hie  Up-And-Comers 

H  ching  as  to  why.  Was  it  because  the 
H  estate  we  secured  was  not  coming  up 
■he  standards  we  were  accustomed  to? 
I  was  it  something  we  were  doing 
jjng?  It  was  us.  Stores  with  volume  of 
lut  $100,000  just  don't  allow  for  the 
li  of  management  necessary  to  run  a 
I  ote  location. 

IvVe  began  to  realize  that  maybe  we 
|e  trying  to  accomplish  the  impossi- 
1  Many  of  the  national  retail  outlets 
|e    minimum    grosses    of  about 
[3,000  so  they  can  afford  a  fairly  high- 
i  Lity    management    team    in  their 
les.  Fortunately  we  had  our  franchise 
les  to  analyze.  We  found  out  that  they 
je  doing  25%  to  30%  more  volume 
l  we  were  because  the  owners  were 
king  there,  providing  that  manage- 
lt.  That  was  the  turning  point.  We 
ted  franchising  more  and  freed  up  our 
:stment    in    the  company-owned 
es,"  he  says. 

cash  squeeze  wasn't  Otto's  only 
)lem.  He  was  also  forced  to  begin 
mfacturing.  Even  though  he  was 
ing  from  about  40  suppliers,  the  sup- 
rs  were  often  small  companies  them- 
es and  not  capable  of  keeping  up 
l  Wicks  'N'  Sticks'  growth  as  well  as 
ig  their  other  orders.  Much  as  he 
ted  to  let  others  do  it,  they  obvious- 
ouldn't.  So  Otto  decided  to  start  out 
:ing  the  standards — votives  and  cyl- 
rs — that  could  be  turned  out  assem- 
line  fashion. 

ost  candle  manufacturing  equipment 
lade  in  Europe,  so  Otto  headed  for 
nany.  There,  a  new  line  of  equip- 
it  utilizing  powdered  wax  caught  his 
i  Unlike  the  conventional  method, 
re  wax  is  heated  into  a  liquid  and 
i  poured  into  a  mold,  the  powdered 
'ess  converts  liquid  wax  into  a  pow- 
The  powder  is  then  pressurized,  or 
pressed,  in  candle  molds.  Impressed, 
>  bought  $30,000  worth  of  the  new 
pment. 

it  the  manufacturer  failed  to  tell  Otto 
the  dust  created  by  the  new  process 
De  explosive.  In  the  midst  of  the  busy 
stmas  season  in  1970,  a  fire  broke 

Und  the  factory  burned  to  the  ground, 
pe  was  hurt  but  all  of  his  Christmas 

t:handise,  most  of  it  sitting  right  at 
loor  waiting  to  be  shipped,  was  lost, 
/as  devastating,"  says  Otto,  the  pain 
evident  in  his  face.  "We  were  lucky 
jrvive.  We  had  to  scramble  but  we 
the  stores  stocked."  The  following 
the  factory  was  rebuilt  with  conven- 
al  equipment. 

orking  out  of  a  60,000-square-foot 
t/warehouse  complex  (expected  to 
)le  in  size  in  five  years),  Wicks  'N' 
<s  manufactures  20%  of  its  candles, 
rest  come  from  some  85  suppliers, 
z  of  whom  now  sell  exclusively  to 
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Wicks  'N'  Sticks  and  function  as  a  sort  of 
integrated  franchise  unit.  About  15  new 
candle  styles  are  introduced  each  year 
and  the  ideas  usually  come  from  the  sup- 
pliers. Again,  let  others  do  it:  "We  spend 
only  about  $300,000  on  R&D  and  mer- 
chandising," says  Otto.  "We've  got  all 
those  little  companies  brainstorming  all 
the  time.  They're  the  ones  who  say  let's 
make  a  cowboy  hat,  let's  make  a  this  or  a 
that.  We  look  them  over." 

But  as  Wicks  'N'  Sticks  grew,  Otto's 
capital  problems  became  worse.  So  he 
and  his  partner  sold  half  their  holdings  in 
the  company  to  a  group  of  investors  for 
$500,000.  "We'd  be  getting  a  couple  of 
calls  a  week  to  open  new  stores,"  he 
says.  "We  simply  couldn't  do  it.  Now 
don't  kid  yourself,  expansion  wasn't 
easy.  We  couldn't  go  it  alone."  Later  on, 
Otto  and  his  partner  sold  another  10%, 
reducing  their  shares  to  20%  apiece,  to 


Wicks  TV"  Sticks'  hot test  cent  dies 


Ideas  galore  from  85  suppliers. 

raise  another  $500,000.  Half  was  in  com- 
pany stock,  the  rest  for  convertible  de- 
bentures. Most  of  the  new  money  came 
from  Gunwyn  Ventures  Co.  of  Princeton, 
N.J.  headed  by  Gordon  Gund  of  the 
CleveTrust's  Gund  family,  which  is  now 
AmeriTrust. 

With  his  new  board  of  directors  look- 
ing over  his  shoulder,  helping  him  make 
decisions  and  keeping  him  afloat,  Otto 
borrowed  $1.5  million  in  long-term  mon- 
ey from  the  Sixty  Trust,  the  pension  fund 
of  the  employees  of  Textron  Inc. 

Then  in  1974,  as  Wicks  'N'  Sticks  was 
struggling  to  break  back  into  the  black, 
Otto  and  his  partner — who  resisted  fur- 
ther franchising — had  a  falling  out.  Ot- 
to's partner  was  fired  by  the  board  and 
sold  out  to  a  third  party,  but  eventually 
Wicks  'N'  Sticks  was  able  to  buy  that 
share  back  in. 

By  emphasizing  franchise  outlets,  and 
with  the  new  infusion  of  capital,  Wicks 


'N'  Sticks  began  to  turn  around.  Where 
just  10%  of  revenues  came  from  fran- 
chises in  1973,  now  they  account  for 
two-thirds. 

Today  Otto  expects  earnings  and  rev- 
enues to  triple  over  the  next  five  years 
and  his  present  170  stores  to  expand  to 
300  stores.  The  market,  he  believes,  is 
about  $300  million  nationwide  now,  but 
growing.  "Many  times  when  we  open  a 
new  store,  the  people  have  never  seen 
anything  like  it.  That's  true  even  in  met- 
ropolitan areas.  We  just  opened  one  of 
our  best  stores  in  the  Century  HI  Mall  in 
Pittsburgh.  It's  a  market  we've  never 
penetrated  and  we'll  probably  do  about 
$250,000  there  the  first  year,"  he  says. 

The  typical  customer?  "The  younger- 
to  middle-aged  housewife  who  purchases 
candles  for  her  own  home  decorating  or 
consumption,  burning  them  at  dinner 
parties  and  also  for  gifts,"  he  says.  To  get 
that  customer  in  competition  with  de- 
partment stores,  card  shops  and  gift 
shops,  Otto  offers  a  wider  selection,  and 
his  salespeople  give  a  lot  of  personal  at- 
tention. "That's  the  key,"  he  says. 
"Most  of  the  customers  who  come  into 
our  stores  don't  know  what  they  want. 
They're  browsing,  looking,  and  that's 
why  it's  extremely  important  to  be 
aware  of  customer  service." 

Optimistic  as  he  is  about  the  future  of 
candles,  Harold  Otto  is  a  prudent  man. 
Already  he  has  begun  hedging  his  bets 
through  diversification.  He  recently  ac- 
quired for  $1  million  a  chain  of  12  pic- 
ture-framing stores  in  Texas  and  Louisi- 
ana called  Frame  It,  which  he  plans  to 
take  nationwide,  adding  about  20  stores 
a  year  for  five  years.  He  knows  that  sev- 
eral frame-it-yourself  type  operations 
have  failed,  but  Frame  It  is  different. 

Says  he:  "Ours  is  a  consumer  product. 
We  sell  inexpensive,  ready-made  wall  de- 
cor. Again,  we'll  be  reaching  out  to  Mid- 
dle America.  Apartment  dwellers,  home- 
owners— everybody  needs  something  to 
hang  on  the  wall  and  most  people  can't 
afford  the  finer  arts.  They  want  some- 
thing attractive,  at  a  reasonable  price, 
and  we  think  it  just  needs  to  be  mer- 
chandised properly."  To  Otto,  that 
means  the  regional  mall,  but  keeping  the 
two  businesses  separate. 

Will  Wicks  'N'  Sticks  go  public?  "Yes," 
he  says,  "but  not  until  the  market's  over- 
all multiple  is  better  than  it  is  now." 

Harold  Otto  may  have  started  out  not 
knowing  how  to  run  a  business,  but  he 
did  know — perhaps  his  greatest  business 
gift — when  to  reverse  a  decision.  v  "It 
took  several  years  to  understand,  but 
now  I'm  a  100%  believer  in  franchis- 
ing," he  says.  And  who  wouldn't  be? 
Whereas  his  first  franchise  went  for  a 
$2,500  fee,  today  a  Wicks  'N'  Sticks 
franchise  costs  $12,500. 

"You  know,  I  don't- think  I'd  ever  have 
been  a  successful  engineer,"  says  Harold 
Otto  with  a  big  grin.— TedciA.  Cohen 
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The  Up-And-Comers 


Here's  the  cream  of  the  crop  of  a  growing  number  of  promising  smc 
growth  companies.  Some  of  them  in  all  likelihood  will  rank  in  u 
FORBES  500  before  the  decade  is  out. 

The  corporate 
baby  boom 


As  the  stock  market  has  been  tell- 
ing us  for  some  time,  this  is  the 
heyday  of  the  small  growth  com- 
pany. Last  year  at  this  time  we  had  310 
companies  in  the  Forsis  class  of  '79  list 
of  Up-And-Comers.  This  time,  using  the 
same  criteria,  we  came  up  with  388  com- 
panies. That's  better  than  a  25%  in- 
crease. Clearly,  the  giant  corporations 
don't  own  the  world.  They  are  being 
jostled  constantly  by  the  Up-And- 
Comers. 

Our  criteria  for  the  Up-And-Comers 
list?  For  starters,  we  decided  that  any 
company  with  more  than  $100  million 
in  sales  had  already  outgrown  Up-And- 
Comer  status.  Then  we  said  that  an  Up- 
And-Comer  company  ought  to  be  able  to 
show  an  average  return  on  equity  for  the 
past  five  years  of  at  least  15%.  That's 
well  ahead  of  inflation  and  indicates  at 
least  the  promise  of  self-financing  capa- 
bility, which  could  be  crucial  for  survival 
in  the  years  ahead. 

To  keep  that  profitability  requirement 
meaningful  and  screen  out  higher  than 


average  risk,  we  eliminated  highly  lever- 
aged companies  whose  debt  as  a  percent 
of  book  value  was  greater  than  100%. 

Applying  a  minimum  five-year  average 
earnings  growth  rate  of  15%  seemed 
logical  from  a  glance  at  the  track  records. 
That  would  mean  an  Up-And-Comer 
with  $100  million  in  sales  could,  within 
a  decade,  qualify  for  the  Forbes  Annual 
Report  on  American  Industry.  An  Up- 
And-Comer  no  longer,  it  would  have  be- 
come a  major  American  corporation. 

There  have  been  quite  a  few  changes 
in  the  Up-And-Comers  list  since  last 
year.  Thirty-one  of  the  companies  in  the 
top  50  this  year  were  not  there  last  year. 
Three  of  the  companies  that  were  in  the 
top  50  last  year  now  have  sales  in  excess 
of  $100  million  and  have  graduated. 

No  fewer  than  51  companies  on  the 
list  averaged  35%  or  better  on  their  five- 
year  average  return  on  equity.  Stop  and 
think  what  that  means.  A  company 
whose  earnings  are  compounding  at  35% 
a  year  will  find  that  its  book  value  dou- 
bles in  less  than  three  years.  Long-term 


debt  as  a  percent  of  book  value  was 
for  no  fewer  than  67  of  the  compa 
below — proof  positive  that  emer 
companies  do  not  in  fact  always  r 
large  chunks  of  debt  in  order  to  grow 
While  a  fair  number  of  the  Up-^ 
Comers  listed  have  price/earnings  m* 
pies  up  in  the  stratosphere,  as  one  m 
expect,  a  goodly  number  of  star  perfc 
ers  sell  well  below  the  Dow  Jones  in 
trial  multiple  of  8.  Up-And-Comers  a 
from  all  walks  of  life.  One  would  ex] 
the  list  to  be  full  of  high-technology, 
ural  resource  and  health  care  compar 
and  it  is.  But  there  are  nearly  as  man 
more  mundane  fields  such  as  raih 
roller  bearings  (Brenco),  personal 
products  (Minnetonka),  rubber  footv 
(Kaysam)  and  brickmaking  (Merry  C 
There  is  something  for  everyone  on 
list.  While  it  would  be  unreasonabl 
expect  most  of  these  companies  to 
tain  such  growth  rates  through  the  Ei 
ies,  they  have  the  kind  of  head  start  i 
that  it  usually  takes  to  make  the 
leagues.— Steve  Kicberi 


Up-And-Comers  class  of  '80 


Almost  400  small  companies  with  promising  track  records  in  growth  and  profitability  over  the  past  five  years. 
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share 

book 
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months 
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Mylan  Labs 

139.2% 

24.2% 

124% 

$24.4 

$1.45 

5.9% 

$4.14 

94% 

73/4 

SI. 00 

7.7 

pharmaceutical  products 

Key  Pharmaceuticals 

124.6 

21.0 

66 

13.6 

1.59 

11.7 

1.05 

4 

25 

0.22 

113.6 

ethical  drugs 

Adage 

80.1 

24.7 

32 

10.3 

0.61 

5.9 

3.12 

55 

33  Vi 

0.77 

43.5 

computer  products 

Semicon 

73.1 

34.6 

106 

23.2 

1.21 

5.2 

2.40 

69 

14 

0.83 

16.8 

electronics 

Quality  Care 

69.7 

5.7 

37 

27.4 

0.51 

1.9 

2.29 

77 

6% 

0.13 

50.9 

health  care  service 

"Latest  fiscal  year. 
Source:  Standard  &  Poor  's 


106 


FORBES,  NOVEMBER  10, 


WITH  THE  FREEDOM 
TO  FAIL,  COMES  THE  FREEDOM 
TO  SUCCEED. 


In  Andrew  Jackson's  time,  there  were 
safer  things  than  defending  New 
Orleans  or  crossing  America  in  a  cov- 
ered wagon.  Today,  there  are  safer 
places  to  put  your  money  than  Com- 
modity Futures. 

But  what  opportunity.  Which,  as 
the  world's  leading  and  largest  Futures 
exchange,  is  the  subject  wed  like  to 
address. 

If  you're  one  of  the  many  new 
people  considering  a  Commodity  or 
Financial  Futures  Contract,  we  advise 
you  to  listen  closely  when  your  broker 
tells  you  not  to  over-extend  on  any  one 


trade.  That  increases  risk  and  dimin- 
ishes opportunity. 

Successful  futures  traders  expect 
to  be  wrong  often.  When  wrong,  they 
strive  to  exit  fast.  Cut  losses.  Or,  when 
right,  to  realize  gains.  But  always 
according  to  plan.  To  execute  such  a 
strategy  you  need  a  liquid  market.  Or 
put  another  way,  the  ability  to  get  in 
and  out  fast. 

And  at  the  Chicago  Board  of  Trade, 
that's  precisely  what  we  offer  you. 

For  our  information  package  Call  800/621-4641. 

In  Illinois  800/572-4217.  Or  ask  your  broker. 


f§i  Chicago  Board  of  Trade 


Up  And  Comers  class  of  '80 
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64.6%  47.0% 

ou  /o 

$35.2 

$5.50 

15.6% 

$4.74 

0% 

35 

$2.23 

15.6 

1UUI  lCdlllb 

T  in  11  n  I'ifl  ("i  w  ti  11  <> 

63.5 

55.9 

26 

58.0 

13.47 

23.2 

9.25 

88 

61  Vi 

5.17 

11.8 

broadcasting 

Quotron  Systems 

63.2 

37.3 

88 

47.4 

6.61 

.  13.9 

5.84 

67 

48  Vi 

2.18 

22.2 
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88 
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99  9 

ZZ . 

107 

38.1 
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30 
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8.9 

talent  agency 

Standard  Microsystems 
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0.40 

32.5 

electronics 
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Plenum  Publishing 
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4.13 
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1.75 
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publishing 
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Campbell  Red  Laket 

43.4 
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36 

70.6 

27.32 

39.0 

4.78 

0 

87 

2.61 

33.3 
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Rollins  Burdick  Hunter 
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43  1 

26 

10.5 

5.83 
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0 
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3.61 

8.7 
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Chuck  Barris  Productions 

38.1 

38.6 

1  ^3 
1  JO 

OO.J 

fx  30 

1  A  d 

Z.  J7 

1 

i 

1  nn 

3  ft 

J.O 

TV  production 

Analogic 

38.0 

32.3 

84 

48.6 

4.53 

9.3 

2.51 

34 

30'/2 

0.81 

37.6 

computer  products 

Sensormatic  Electronics 

37.9 

20.0 

37 

38.9 

6.03 

15.5 

5^01 

91 

32  Vi 

1.00 

32.5 

electronics 

Shared  Medical  Systems 

37.8 

26.8 

26 

82.8 

10.76 

13.0 

3.69 

18 

25 '/4 

0.99 

25.5 

hospital  management  services 

•Latest  fiscal  year.    tFigures  are  in  Canadian  dollars. 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"CNA  has  developed 
the  finest  communications  system 
for  insurance  agents.  It's  called 

listening  and  understanding.  It  sounds  easy  enough, 

but  good  communications  is  something  we  don't  have  with 
many  insurance  companies.  CNA  is  an  exception.  We  exchange 
ideas  with  everyone  from  their  branch  people  right  on  up  to  the 
top.  CNA  encourages  this  dialogue  so  they  can  respond  with  the 
products  and  services  my  clients  need.  An  insurance  company  that 
wasn't  deeply  committed  to  the  American  Agency  System  simply 
wouldn't  bother/' 


INSURANCE  FROM 

CNA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company  Continental  Assurance  Company  CNA  Plaza  Chicago,  IL  60685 
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Kennington,  Ltd 

37.3%  33.0% 

35% 

$94.7 

$14.70 

15.5% 

$8.51 

0% 

9Vi 

$2.81 

3.3 1 

apparel 
Kuhcke  &  Sofia  Industries 

37.3 

41.9 

149 

36.3 

6.07 

16.7 

5.54 

16 

23 Vt 

2.32 

10.1 

precision  instruments  &  tools 

Redcor  Corp 

37.3 

33.9 

86 

1  A  C 

24.5 

Z.61 

lU.o 

i  on 

3 

16 

0.95 

16.8 

electronics 

National  Environmental  Control 

36.8 

8.2 

21 

8.5 

0.11 

1.3 

0.61 

42 

4'/« 

0.05 

82.4 

solid  waste  management 

Schaak  Electronics 

36.7 

16.0 

29 

45.6 

1.46 

3.2 

5.25 

1  1  74 

n  qa 

1  A  C 

14.3 

electronics 

Kroy  Industries 

36.3 

42.3 

55 

19.0 

4.07 

21.4 

3.36 

0 

58 

1.42 

40.8 

plastic  molds  &  products 

Automated  Marketing  Systems 

36.0 

21.1 

23 

25.9 

1.90 

7.4 

8.93 

9 

8'/2 

1.88 

4.5 

marketing  services 

US  Surgical 

35.9 

18.2 

A  1 

ou.y 
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y./o 

68 

47»/i 

1.78 

26.6 

health  care  products 

Chem-Nuclear  Systems 

35.4 

37.5 

71 

46.4 

4.50 

9.7 

5.42 

10 

38  Vi 

2.03 

18.9( 

treatment  of  nuclear  waste 

Amer  Income  Life  Ins 

35.2 

26.9 

48 

75.1 

11.33 

15.1 

6.76 

n 
U 

1  78 

1  Ql 
1  .oZ 

Q   1  i 

insurance 

Auto-trol  Technology 

35.2 

35.6 

85 

33.5 

3.44 

10.3 

4.44 

24 

57 

1.58 

36.0 

computer  graphics 

CPT 

35.0 

19.3 

37 

58.9 

6.11 

10.4 

7.06 

89 

33 '/4 

1.36 

24.4! 

computer  equipment 

Jhirmack  Enterprises 

34.9 
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33 

8% 

0.93 

9.5 

personal  products 

Automated  Medical  Labs 

34.7 
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5.3 
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45 
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0.28 

28.1 
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24 
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3.63 

11.3 

writing  instruments 

Dynatech 

34.2 

25.3 

26 
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3.04 

8.0 

5.18 

38 

28% 

1.31 

21.9 

health  care  products 
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34.0 

29.9 

59 

58. 1 

8.13 

14.0 

7.89 

16 

39% 

2.36 

16.81 

oilfield  tool  &  equipment  rental 
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33.9 

21.2 

99 

12.3 

1.49 

12.1 

5.53 

7 

45% 

1.17 
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computer  products 
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Pinehurst 

33.7 

15.5 

106 

42.3 

1.93 

4.6 

4.32 

19 

7 

0.67 

10.4 

reinsurance 

Atlantic  Oil 

33.6 

20.4 

52 

9.4 

0.64 

6.8 

2.06 

82 

18% 

0.42 

43.4 

jewelry  casting,  oil  &  gas 
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25.2 
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83 

15% 
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13.3 
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Microdyne 

32.9 

30.0 
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13.2 
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4.93 

8 
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19.2 

electronics 

Magnetic  Controls 

telecommunications  equipment 

32.8 

22.1 

44 

40.0 

2.96 

7.4 

6.91 

34 

25 'A 

1.53 

16.5 

Save- Way  Industries 

32.7 

35.0 

59 

41.8 
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11.1 

3.31 

46 

13% 

1.16 

11.5 

personal  care  products 

Pic  'n'  Save 
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31 
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37 
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retail 
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electronics 

Sealed  Air 

32.1 

24.9 
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4.83 

6.9 

8.83 
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26% 

2.20 
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packaging 

Aydin 

32.0 

23.9 

33 

64.2 

4.06 

6.3 

6.91 

12 

35% 

1.65 

21.3 

electronics 

Natl  Computer  Systems 

31.9 

20.8 

28 

32.8 
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11.3 

6.30 

59 

29 

1.31 

22.1 

computer  equipment 
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electronic  pollution  control 

"Latest  fiscal  year 
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COMBUSTION  ENGINEERING  REPORTS  TO  THE  FINANCIAL  COMMUNITY: 


The  Energy  Systems  Company  is  helping 
to  get  your  next  fill-up, 700  fathoms  down, 


Over  sixty  percent  of  the 
world's  undiscovered  oil  and  gas 
reserves  are  thought  to  be  off- 
shore. During  the  1980s,  an 
increasing  share  of  the  world's 
oil  and  gas  may  well  be  re- 
covered from  beneath  the  seas. 
During  the  past  five  years, 
C-E  has  strengthened  its 
position  in  the  growing  oil 
and  gas  equipment  and 
services  markets.  Of 
the  more  than  $700 
million  committed 
for  growth  since 
1975,  nearly  half 
has  gone  into  operations  serving 
these  worldwide  markets. 
Tapping  offshore  energy 
resources. 

C-E  Vetco,  a  C-E  subsidiary,  is 
a  leader  in  developing  the  tech- 
nology and  supplying  the 
equipment  needed  to  drill  for 
and  produce  subsea  oil  and  gas. 


Its  systems  can  be 
found  in  most  offshore 
drilling  and  producing 
areas  of  the  world. 
Two-thirds  of  the 
world's  floating  drilling  rigs  are 
using  C-E  Vetco  equipment. 

A  Vetco  guidelineless  re- 
mote system  has  helped  drill 
wells  in  record  water  depths 
exceeding  4,000  feet.  This  same 
technology  also  enables  drill 
ships  to  operate  safely  near 
drifting  icebergs. 

Off  the  coast  of  Brazil,  a 
Vetco  subsea  production  system 
600  feet  below  the  surface  al- 
lows for  early  production  of 
offshore  oil  and  gas  reserves. 
Nearby,  a  C-E  Natco  shipboard 
oil  production  system  aboard  a 
converted  tanker  can  help  pro- 
cess up  to  30,000  barrels  a  day 
while  permanent  platforms  are 
being  built. 

COMBUSTION 
ENGINEERING 


C-E:  Positioned  for 
growth  in  the  80's. 

Helping  to  find 
and  bring  in  oil 
and  gas. 

Upgrading  and  building  refineries 
and  petrochemical  plants. 
Developing  cleaner,  more  effi- 
cient ways  electric  utilities  can 
use  coal.  Providing  equipment 
and  services  for  nuclear  power 
generation.  And  leading  the 
way  in  the  development  of  alter- 
native fuels. 

No  other  company  has 
Combustion  Engineering's  broad 
range  of  capabilities  for  helping 
energy-related  industries  meet 
the  challenges  of  the  80's  and 
beyond.  For  a  copy  of  our  latest 
report  to  shareholders,  write 
Combustion  Engineering.  Inc., 
Dept.  7004-161,  900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


The  Energy  Systems  Company 


Up  And  Comers  class  of  '80 


EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

Company 

5- year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

principal  business 

average 

mon  ths 

rate 

(mil) 

(mil) 

margin* 

share 

book 

price 

months 

ratio 

Pacesetter 

31.8% 

18.5% 

29% 

$42.6 

$3.81 

8.9% 

$5.51 

1% 

9'/4 

$1.02 

9.0 

residential  improvement  prods 

8.64 

68 

28% 

Lear  Petroleum 

31.6 

13.0 

67" 

78.3 

5.01 

6.4 

1.12 

25.6 

oil  &  gas 

Cyclotron 

31.4 

19.5 

34 

8.1 

0.96 

11.9 

3.49 

33 

19'/4 

0.68 

28.3 

nuclear  equipment 
Callahan  Mining 

31.3 

47  4 

57 

63.5 

19.45 

30.6 

7.11 

5 

37% 

3.37 

11.2 

silver  mining 

Crestmont  Oil  &  Gas 

31.2 

39.4 

33 

9.1 

2.58 

28.2 

2.89 

7 

25 

1.14 

21.9 

oil,  gas  &  coal 

Preway 

31.0 

29.2 

36 

57.5 

6.62 

11.5 

10.28 

50 

21'/4 

3.00 

7.0 

fireplaces  and  space  heaters 

JB's  Big  Boy  Family 

30.9 

13.4 

15 

34.2 

0.88 

2.6 

3.21 

76 

2 

0.43 

4.6 

restaurants 

Gray  Communications 

30.5 

26.7 

29 

23.8 

1.75 

7.4 

18.39 

14 

54'/2 

4.91 

11.0 

broadcasting 

Ambassador  Group 

30.2 

28.3 

49 

32.1 

5.18 

16.2 

5.65 

5 

14% 

1.60 

9.2 

insurance 

Mary  Kay  Cosmetics 

30.2 

39.7 

27 

91.4 

9.63 

10.5 

4.58 

12 

31% 

1.82 

17.2 

cosmetics 


Silver  Dollar  Mining 

30.2 

33.8 

71 

4.2 

1.77 

42.3 

3.05 

0 

15% 

1 .03 

15.1 

silver,  antimony,  copper  mining 

Floating  Point  Systems 

30.0 

19.6 

1 13 

29.6 

2.01 

6.8 

5.37 

20 

28% 

1.05 

27.3 

computer  products 

Merry  Cos 

brick  manufacturing 

30.0 

14.9 

57 

25.2 

4.04 

16. 1 

11.15 

55 

1 1 

1 .66 

6.6 

Reliable  Investors 

29.7 

22.7 

28 

32.2 

4.35 

13.5 

12.13 

27 

10 '/4 

2.75 

3.7 

insurance 

North  Atlantic  Industries 

29.6 

16.7 

52 

14.0 

0.74 

5.3 

3.12 

54 

6  % 

0.52 

12.9 

electronics 

Health-Mor 

29.5 

19.5 

27 

29.1 

3.25 

1 1.2 

7.94 

1 

7% 

1.55 

4.7 

vacuum  cleaners 

Grey  Advertising 

29.4 

24.1 

42 

88.7 

6.43 

7.2 

44.78 

2 

59 

10.79 

5.4 

advertising 

Statesman  Group 

29.1 

22.7 

28 

76.8 

4.32 

5.6 

5.59 

36 

6'/4 

1.27 

4.9 

insurance 

Drexler  Technology 

28.9 

23.2 

109 

16.8 

1.30 

7.7 

3.84 

0 

25% 

0.89 

28.3 

supplies  for  semicond  inds 

Brenco Inc 

28.7 

27.9 

23 

74.7 

13.98 

18.7 

5.49 

0 

23  V* 

1.53 

15.1 

RR  equipment 

Eldon  Industries 

28.7 

16.4 

18 

47.2 

2.27 

4.8 

9.50 

32 

7 

1.56 

4.4 

soldering  irons 

Frost  &  Sullivan 

28.6 

40.7 

73 

5.5 

0.57 

10.4 

0.86 

0 

3Vi 

0.35 

10.0 

publishing 

Investment  Corp  America 

28.5 

29.4 

22 

27.7 

2.27 

8.2 

7.62 

31 

9  V* 

2.24 

4.1 

bank  merchandise  distribution 

Central  National  Financial 

28.4 

27.0 

88 

25.8 

2.29 

8.9 

9.47 

0 

11 'A 

2.56 

4.3 

insurance 

Computer  Products 

28.4 

16.5 

39 

14.0 

1.47 

10.5 

3.75 

7 

15'/8 

0.62 

24.3 

electronics 

Nicolet  Instrument 

28.3 

19.4 

25 

56.2 

4.23 

7.5 

5.31 

29 

27*4 

1.03 

26.4 

precision  instruments 
Minnetonka 

28.1 

28.3 

121 

25.1 

1.52 

6.0 

3.64 

5 

30'/2 

1.03 

29.6 

personal  care  products 

Penril 

28.1 

26.0 

32 

22.7 

1.45 

6.4 

4.93 

53 

12'/8 

1.28 

9.4 

precision  instruments 

Dreyfus 

27.9 

34.4 

36 

34.2 

5.84 

17.1 

14.54 

0 

42% 

5.00 

8.4 

finance 

FlightSafety  International 

27.9 

24.4 

27 

43.8 

9.27 

21.2 

4.71 

33 

35  Vi 

1.15 

30.8 

training  equipment 

O'Sullivan 

27.7 

18.8 

18 

58.3 

3.59 

6.2 

16.98 

0 

22 

3.20 

6.8 

footwear  supplies 

Fluorocarbon 

27.6 

24.7 

39 

62.6 

3.83 

6.1 

6.67 

52 

22% 

1.65 

13.7 

nonpetroleum-based  plastics 

Autodynamics 

27.4 

25.9 

38 

4.8 

0.38 

7.9 

3.21 

8 

lOVi 

0.83 

12.3 

training  equipment 

Dataram 

27.4 

26.4 

121 

22.1 

2.92 

13.2 

4.74 

12 

10% 

1.25 

8.2 

computer  equipment 

"Latest  fiscal  year. 
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On  our  smooth-as-silk  747B's  from  Dallas/Ft.  Worth,  L.  A.  and  Seattle.  With  First  Class  Slumberseats  to 
stretch  out  in.  With  splendid  Royal  Orchid  Service  to  indulge  in.  And  Tokyo  or  Bangkok  to  wake  up  in. 


"At  Rockwell  International,  we  believe  that  the 
creative  management  of  first-rate  information 
fosters  both  growth  and  productivity." 


Chairman  and  Chief  Executive  Officer 
Rockwell  International  Corporation 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


At  Rockwell  International, 
here  science  gets  down 
o  business,  The  Dun  & 
radstreet  Corporation  is  of- 
en  called  upon  to  help  busi- 
ess  get  down  to  a  science. 
Up-to-the-minute  informa- 
ion  from  D&B  helps  Rockwell 
nternational  create  an  environ- 
ent  that  fosters  technological 
rogress  in  its  Automotive, 
erospace  (including  the 
pace  Shuttle  Main  Engine 
eing  test-fired  in  this  photo- 
raph),  Electronics  and  Gen- 
ral  Industries  businesses. 
At  Rockwell's  headquarters, 
r  example,  an  on-line  com- 
uter  terminal  provides 
stant  access  to  Dun  & 
radstreet's  credit  and 
nancial  information  on  more 

n  four  million  U.S.  busi- 
nesses. Rockwell  uses  this  data 
o  gauge  the  economic 
trength  of  suppliers,  custom- 
Mjjirs  and  prospects  -  quickly, 


accurately  and  efficiently. 

National  CSS,  another 
D&B  company,  increases 
Rockwell's  productivity  by 
supplying  software  for  sales 
analysis  and  product  plan- 
ning. NCSS'  time-sharing 
network  assists  Rockwell's 
Aircraft  Division  in  develop- 
ing sales  proposals  for  military 
contracts. 

Rockwell's  trade  and  corpo- 
rate advertising  reaches  finely 
targeted  markets  through  12 
of  the  22  magazines  published 
by  D&B's  Technical  Publishing. 
Another  Technical  division, 
TPC  Training  Systems,  helps 
teach  the  plant  maintenance 
forces  of  18  Rockwell  divisions 
how  to  perform  their  jobs 
more  efficiently,  more 
productively. 

Another  Dun  &  Bradstreet 
company,  Reuben  H. 
Donnelley,  through  its  Na- 
tional Yellow  Pages  Service, 
gives  Rockwell  International 


the  ease  and  efficiency  of 
placing  Yellow  Pages  ads 
nationwide  with  a  single 
contract. 

Rockwell  calls  on  Moody's 
Investors  Service  to  rate  its 
bonds  and  commercial  paper. 
Moody's  Manuals  provide  a 
wealth  of  financial  and  operat- 
ing information  for  sound 
investment  decisions. 

The  Fantus  Company  has 
served  Rockwell  for  more  than 
two  decades  with  iocation 
studies  that  help  determine 
the  best,  most  productive 
sites  for  Rockwell  plants. 

By  offering  a  range  of  infor- 
mation and  services  unique  to 
the  business  community,  The 
Dun  &  Bradstreet  Corporation 
contributes  to  the  balanced 
growth,  increased  productivity 
and  the  overall  success 
of  Rockwell  International 
and  other  businesses  around 
the  world. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  National  CSS 
Dun  &  Bradstreet  International;  Dun  &  Bradstreet  Plan  Services;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley 
Moody's  Investors  Service;  Official  Airline  Guides;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing 
Dun's  Marketing  Services;  Broadcasting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward 
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EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

Company 

5-year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

principal  business 

average 
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(mil) 

Imil) 

margin* 

share 

book 

price 

months 

ratio 

Exeter  Oil 

27.3% 

55.8% 

15% 

$2.2 

$0.80 

36.2% 

$1.54 

0% 

207s 

$0.86 

24.2 

oil 

Southern  Bancorp  SC 

26.7 

23.9 

30 

49.0 

5.70 

11.6 

8.80 

25 

103/4 

2.10 

5.1 

bank 

United  Fire  ft.  Castuitv 

26.7 

20.3 

28 

49.8 

4.27 

8.6 

18.06 

1 

2714 

3.66 

7.4 

insurance 

Avantek 

26.6 

22.7 

45 

39.8 

4.26 

10.7 

6.93 

0 

477» 

1.57 

30.0 

electronics 

Brennand-Paige  Industries 

26.6 

30.5 

25 

52.6 

4.17 

7.9 

8.91 

46 

14 

2.72 

5.1 

wire  &  cable 

Summit  Energy 

26.6 

25.9 

115 

3.5 

1.70 

48.7 

4.60 

0 

25 

1.19 

21.0  j 

oil  &  gas  exp  development 

Veeco  Instruments 

26.6 

25.4 

56 

82.6 

9.12 

11.0 

6.38 

19 

43  7» 

1.62 

26.6 

precision  instruments 
HCC  Industries 

26.5 

31.0 

44 

16.3 

1.44 

8.9 

3.10 

17 

157s 

0.96 

16.5 

hermetic  seals 

Pacific  Scientific 

26.5 

27.6 

55 

42.7 

5.16 

12.1 

5.69 

29 

227s 

1.57 

14.5 

aerospace 

MGF  Oil 

26.2 

7.7 

15 

47.9 

1.50 

3.1 

9.69 

54 

25  Vh 

0.75 

33.4 

oil  &  gas  exploration  &  prod 

MTS  Systems 

26.2 

20.2 

32 

55.8 

4.49 

8.0 

14.01 

64 

33 

2.83 

11.6 

high  performance  testing  sys 

California  Microwave 

26.1 

11.5 

21 

38.1 

1.26 

3.3 

5.38 

62 

16% 

0.62 

27.0 

telecommunications 

Penn  Engineering  &  Mfg 

26.0 

23.7 

35 

26.9 

5.04 

18.7 

12.59 

o 

36s/s 

2.98 

12.2 

fasteners 

Solon  Automated  Services 

25.8 

17.8 

17 

66.4 

5.34 

8.0 

10.51 

75 

7'/8 

1.87 

3.8 

apartment  house  coin-op  laundry 

Transport  Life  Insurance 

25.6 

26.3 

34 

84.8 

7.38 

8.7 

10.79 

27 

167s 

2.84 

5.9 

insurance 

Conner  Homes 

25.5 

13.7 

53 

43.4 

3.80 

8.8 

8.38 

33 

11 XU 

1.15 

9.7 

mobile  homes 

Data  Card 

25.5 

19.4 

33 

66.3 

6.23 

9.4 

6.48 

11 

227s 

1.26 

18.1 

plastic  card  processing  equip 
Comshare 

25.3 

25.2 

32 

78.2 

4.16 

5.3 

4.37 

85 

20 

1.10 

18.1 

computer  services 

General  Semiconductor 

25.3 

22.3 

27 

1 1.5 

1.25 

10.9 

3.58 

33 

195/s 

0.80 

24.5 

electronics 

Norstan 

25.3 

26.7 

39 

17.5 

1.25 

7.1 

3.78 

51 

2314 

1.01 

23.2 

precision  gears 

Base  Ten  Systems 

25.2 

18.7 

125 

8.1 

0.49 

6.1 

6.37 

8 

24Vi 

1.19 

20.5 

electronics 

National  Gas  &  Oil 

25.2 

21.7 

24 

33.5 

2.98 

8.9 

15.92 

2 

27% 

3.45 

8.0 

natural  gas 

Children's  World 

24.9 

25.9 

55 

11.4 

0.69 

6.0 

1.39 

46 

6 

0.36 

16.6 

daycare  centers 

Lawson  Products 

24.9 

19.6 

15 

77.5 

7.40 

9.6 

11.35 

0 

2674 

2.23 

11.7 

fasteners 

Vertipile 

24.9 

30.1 

116 

21.9 

1.80 

8.2 

4.32 

31 

4% 

1.30 

3.6 

textiles 

RLI 

24.8 

26.6 

29 

21.9 

2.69 

12.3 

7.66 

0 

14 

2.04 

6.8 

insurance 

Tenney  Engineering 

24.8 

22.1 

64 

10.7 

0.59 

5.5 

2.31 

60 

6% 

0.51 

13.2 

precision  instruments 
General  Datacomm  Industries 

24.7 

18.5 

80 

41.4 

3.24 

7.8 

5.95 

42 

2872 

1.10 

25.9 

computer  equipment 

Olsten 

24.7 

19.7 

47 

76.3 

2.62 

3.4 

6.55 

2 

157s 

1.29 

1 1.7 

temporary  personnel 

Rule  Industries 

24.7 

26.8 

65 

9.9 

0.83 

8.4 

1.12  ' 

80 

472 

0.30 

15.0 

marine  &  hardware  products 

CIC  Financial 

24.6 

26.8 

52 

34.2 

2.94 

8.6 

12.35 

5 

1472 

3.31 

4.3 

insurance 

Radiation  Systems 

24.6 

20.3 

39 

7.7 

0.84 

11.0 

5.22 

68 

1872 

1.06 

17.4 

antennas 

Time  Sharing  Resources 

24.6 

15.2 

23 

5.1 

0.42 

8.2 

3.89 

6 

8 

0.59 

13.5 

computer  services 

Voyager  Group 

24.6 

24.6 

38 

75.7 

4.34 

5.7 

6.82 

47 

87s 

1.68 

5.2 

insurance 
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Up  And  Comers  class  of  '80 


[  y.  mpany 
is   nncipal  business 


egon  Portland  Cement 

ement 

ctrospace  Systems 

lectronics 
'.  I  oss  Telecasting 
roadcasting 
estern  Mines  Ltd 
lining  base  metals,  oil  &  gas 
ctronics  Corp/America 
lectronics 


Return  on  equity 
5-year     latest  12 
average  months 

CDC 

Cr3 

5-year 
growth 
rate 

Net 
sales* 
(mil) 

Net 
income* 
(mil) 

Net 
profit 
margin* 

Book 
value 
per 
share 

Debt 
as  % 
of 
book 

Recent 
price 

EPS 
last 
12 
months 

P/E 
ratio 

24.5% 

16.8% 

26% 

$52.6 

$8.05 

15.3%  $40.62 

71% 

65  Vi 

$6.83 

9.5 

24.4 

34.0 

41 

33.6 

2.08 

6.2 

2.62 

0 

23 

0.89 

25.8 

24.4 

22.9 

21 

9.9 

2.72 

27.4 

16.21 

0 

28  V* 

3.71 

7.6 

24.4 

40.0 

118 

43.1 

12.08 

28.0 

6.23 

0 

19 

2.49 

7.6 

24.3 

20.9 

32 

36.6 

3.66 

10.0 

16.06 

76 

25% 

3.35 

7.6 

tair 

24.2 

14.5 

16 

47.3 

1.28 

2.7 

6.43 

25 

4 

0.93 

4.3 

1  Dntrol  systems 

ll  scade 

24.2 

22.5 

52 

90.9 

7.74 

8.5 

44.11 

29 

42% 

9.92 

4.2 

t  ydraulically  actuated  equip 

1  inufacturers  Bank 

24.2 

22.5 

33 

70.2 

9.60 

13.7 

11.59 

38 

17V* 

2.61 

6.6 

1  ank 

1  pha  Industries 

24.1 

23.5 

51 

21.8 

1.87 

8.6 

4.17 

24 

28V2 

0.98 

29.0 

j;  lectronics 

lul  Mueller 

24.1 

26.1 

26 

56.3 

7.12 

12.6 

27.48 

0 

30 

7.16 

4.1 

|l  rainless  steel  equipment 

9  ans- Aristocrat  Industries 

23.6 

20.8 

24 

22.3 

2.94 

13.2 

7.61 

0 

14 

1.58 

8.8 

\f  leasuring  tapes 

j  Uestad  Labs 

23.5 

24.5 

52 

11.2 

1.33 

11.9 

2.08 

21 

105/s 

0.51 

20.8 

[lealth  care  products 

ro 

23.5 

22.6 

21 

65.5 

4.74 

7.2 

9.22 

58 

247/8 

2.08 

11.9 

iinclosures  for  elec  components 

s  lattem 

23.4 

16.4 

20 

72.0 

3.15 

4.4 

7.93 

78 

9 

1.30 

6.9 

!  ersonal  care  products 

f  iser  Oil 

23.4 

26.5 

15 

40.1 

15.05 

37.5 

23.09 

0 

80 

6.13 

13.0 

iil  &  gas 

test  fiscal  vear. 


That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  Win 
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Acapulco  y  Los  Arcos  Rest 

23.3%  21.6% 

17% 

$13.5 

$0.95 

7.0% 

$2.45 

26% 

9Vi 

$0.53 

17.9 

restaurants 

Dynamics  Research 

23.3 

12.4 

17 

23.6 

0.84 

3.6 

6.71 

0 

93/4 

0.83 

1 1.7 

precision  instruments 
Kane  Furniture 

23.2 

25.4 

40 

31.0 

2.92 

9.4 

9.86 

22 

8'/4 

2.50 

3.3 

retail 

Newport  Electronics 

23.2 

15.1 

44 

11.4 

0.88 

7.7 

3.64 

8 

6% 

0.55 

11.5 

electronics 

John  H  Harland 

23.1 

21.0 

18 

93.7 

9.01 

9.6 

11.51 

0 

39!/2 

2.42 

16.3 

printing 

Hi-Shear  Industries 

23.1 

27.5 

31 

79.6 

10.53 

13.2 

10.22 

10 

23  Vi 

2.81 

8.2 

fasteners 

Newcor 

23.1 

24.2 

15 

51.1 

2.10 

4.1 

13.76 

34 

26% 

3.33 

8.0 

industrial  machinery 

Quaker  Chemical 

23.1 

19.5 

i  ft 

1  o 

09  1 

7  84 

s  ^ 

o.o 

11  in 

0 

18 'A 

2.16 

8.4 

specialty  chemicals 

Southwestern  Energy 

23.1 

22.8 

19 

37.7 

8.26 

21.9 

7.64 

35 

40  Vi 

1.74 

23.2 

natural  gas  utility 

Xennant 

23.1 

22.0 

18 

97.8 

8.82 

9.0 

15.46 

o 

34  Vi 

3.40 

10.1 

industrial  floor  maint  equip 

Lawter  Chemicals 

23.0 

24.2 

17 

68.2 

11.15 

16.4 

4.29 

1 

12V* 

1.04 

12.2 

specialty  chemicals 

Lindberg 

23.0 

20.8 

19 

64.6 

5.74 

8.9 

7.06 

29 

14Vi 

1.47 

9.8 

heat  treating  of  metals 

Spectra-Physics 

23.0 

21.4 

39 

96.0 

7.74 

8. 1 

10.03 

46 

555/s 

2.15 

25.8 

lasers 

Adams-Russell 

22.8 

23.6 

43 

28.4 

1.91 

6.7 

5.60 

88 

26% 

1.32 

20.2 

electronics 

Carolina  Casualty 

22.8 

34.7 

38 

31.6 

1.89 

6.0 

7.37 

8 

85/s 

2.56 

3.3 

insurance 

International  R&D 

22.8 

10.8 

16 

14.0 

0.89 

6.4 

2.69 

80 

13% 

0.29 

47.4 

evaluates  safety  of  drugs  &.  chem 

Quadrex 

22.8 

31.5 

40 

23.1 

2.23 

9.6 

3.33 

12 

16 

1.05 

15.2 

nuclear  engineering  services 

Terminal  Data 

22.8 

14.5 

37 

14.2 

0.95 

6.7 

4.77 

91 

11  Vi 

0.69 

16.6 

microfilm  systems 

Communications  Industries 

22.7 

24.1 

18 

36.0 

3.58 

10.0 

6.38 

4 

37 'Vi 

1.54 

24.3 

electronics 

Great  American  Industries 

22.7 

29.6 

25 

96.9 

4.46 

4.6 

12.52 

79 

15Vi 

3.70 

4.1 

rubber  products 

Electro-Nucleonics 

22.6 

23.6 

101 

30.1 

1.27 

4.2 

2.25 

90 

16Vi 

0.53 

31.1 

health  care  products 

Jackson  National  Life 

22.6 

25.2 

28 

50.0 

3.16 

6.3 

9.95 

0 

187s 

2.51 

7.5 

insurance 

MacDermid 

22.6 

20.0 

25 

56.8 

J.JU 

9.3 

12.94 

0 

26  Vi 

2.59 

10.2 

specialty  chemicals 

Micro  Mask 

22.6 

21.6 

135 

18.8 

1.68 

8.9 

8.10 

26 

22  Vi 

1.75 

12.8 

photomasks  &.  photoplates 

Apogee  Enterprises 

22.5 

24.5 

28 

83.7 

3.46 

4.1 

4.78 

77 

14Vi 

1.17 

12.3 

auto  glass 

Amer  Technical  Industries 

22.5 

10.6 

102 

48.4 

2.20 

4.5 

10.16 

45 

12 'A 

1.08 

11.3 

artificial  plants 

Stewart  Information  Services 

22.5 

13.7 

26 

71.0 

6.59 

9.3 

31.22 

27 

30  Vi 

4.27 

7.0 

insurance 

Unimed 

22.3 

24.2 

1  0 

1  so 
z.oy 

0 

3iy2 

0.70 

45.0 

ethical  drugs 

Data-Design  Labs 

22.2 

19.7 

27 

66.2 

2.55 

3.9 

6.86 

51 

19 

1.35 

14.0 

engineering  services 

Friedman  Industries 

22.2 

22.4 

29 

88.7 

4.15 

4.7 

8.08- 

17 

9 

1.81 

4.9 

metalworking 

Peerless  Chain 

22.2 

20.2 

21 

37.5 

4.87 

13.0 

12.64 

0 

12'/2 

2.55 

4.9 

auto  parts 

Navco 

22.1 

18.3 

15 

.6L/.0 

ft  1 

0  CO 

17 

9% 

1.76 

5.5 

insurance 

Comserv 

22.0 

27.4 

47 

6.5 

0.52 

8.0 

2.48 

38 

17Vi 

0.68 

25.7 

computer  services 

Voplex 

22.0 

7.4 

107 

47.2 

1.63 

3.5 

11.32 

36 

10% 

0.84 

12.9 

plastics 
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INTRODUCING 
THE  CHEVY 

SPACE  SHUTTLE. 


rk  Control  5.0  Liter  V8  (not 
1.  in  Calif.). 

ee  the  1981  Chevy  Van  at  your 
yy  dealer's  now.  Ask  about 
ing,  too.  Times  like  these,  why 
drive  a  van  when  you  can  be 
ating  a  space  shuttle? 


AN  IMPORTANT  " 
STEP  AHEAD 

■ .  i  ~&0r  ,   ■  ■  .*:-  ".'^ 
"  ■  '  -     -  ;        '  ' 


1981  CHEVY  VAN. 


If  you've  got  a  lot  of  goods  to  move 
back  and  forth,  Chevy's  got  your 
kind  of  space  shuttle. 
CHEVY'S  INNER  SPACE.  The  125" 
wheelbase  Chevy  Van  offers  up  to 
296  cu.  ft.  of  cargo  room.  And  to 
help  you  load  that  cargo,  Chevy  Van 
has  higher  and  wider  rear  and  side 
door  openings  than  its  nearest  sales 
competitor. 

BIG  PAYLOADS.  Chevy  Vans  come 
in  y2-  and  %-ton  series  on  110"  and 
125"  wheelbases;  one-ton  on  125" 
wheelbase.  G10  Chevy  Van  gross 
payload  capacities  go  up  to  2260  lbs. 
The  G20  goes  to  2860  lbs.  The 
G30  to  4206  lbs.  including  cargo, 
equipment  and  passengers. 


MORE  MILf  S  PER  GALLON  FOR  '81. 

EPA 


25 


EST. 
HWY 


EST. 
MPG 


4.1  Liter  (250  Cu.  In.)  Six 
Remember:  Compare  the  "estimated 
MPG"  to  the  "estimated  MPG"  of 
other  vehicles.  You  may  get  differ- 
ent mileage,  depending  on  how  fast 
you  drive,  weather  conditions,  and 
trip  length.  Actual  highway  mileage 
will  probably  be  less  than  the 
estimated  highway  fuel  economy. 
Lower  in  California  where  mileage 
improvement  does  not  apply. 

,  Chevy  trucks  are  equipped 
with  GM-built  engines  produced 
by  various  divisions.  See  your 
dealer  for  details. 


TOUGH  VAN  FEATURES.  Chevy  Van 
has  a  unitized  body  and  Massive 
Girder  Beam  front  suspension.  Plus 
new  anti-corrosion  treatments,  new 

inter^nr  ^nrl  i(M»txj  nnfannal  Plor+rnni/^ 

Spa 
avai 
S 

Che 
leas 
just 
opei 


Our  ability  to  look  below  the  surface,  as 
well  as  above  it,  is  what  makes  us  Grow. 


Nothing  challenges 
man's  ingenuity  and  technol- 
ogy like  the  sea.  Ocean  ves- 
sels are  constantly  covered 
with  fuels  and  chemicals, 
and  blasted  by  wind,  sun 
and  salt  spray.  Below  the 
surface,  rust,  corrosion  and 
fouling  organisms  insidiously 
and  unrelentingly  attack 
steel,  wood,  aluminum  and 
fiberglass,  affecting  each 
differently. 

Our  Devoe  Marine  high- 
performance  products  have 
faced  these  challenges  and 


are  the  American  leaders  in 
protecti  ng  everyth  i  ng  f  rom 
tankers  and  cargo  ships  to 
U.S.  naval  vessels,  aircraft 
carriers  and  Polaris  subs. 

Our  Devoe  Marine  divi- 
sion made  the  first  two-part 
epoxy  marine  coatings,  and 
pioneered  in  all  epoxy  coat- 
ings for  interiors.  They 
created  the  finest  Anti- 
Fouling  System  available 
today.  They  developed 
Catha-Coat,s  an  inorganic 
zinc  coating  that  protects 
steel  from  corrosion  cathodi- 


cally,  and  a  whole  range  of 
tank  coatings  that  protect 
cargo  as  well  a,s  the  tank 
interior. 

Devoe  Marine  is  part  of 
our  Marine  and  Corrosion 
Control  Group,  one  of  four 
Grow  groups.  Since  1961, 
we  have  grown  from  $10  mil 
lion  in  sales  to  over  $200 
million,  and  have  paid  66 
consecutive  quarterly  cash 
dividends  and  over  91%  in 
stock  dividends. 

If  you'd  like  to  know  the 
rest  of  the  Grow  Group  mem 


bers,  write  to  us,  Grow  Group, 
Inc.,  Dept.  F-l,  Pan  Am 
Building,  200  Park  Avenue, 
New  York,  N.Y.  10017,  for  a 
copy  of  our  annual  report. 
And  find  out  more  about  the 
technological  advances  that 
make  us  Grow. 


GROW  GROUP 
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Country  Miss 

21.9%  26.2% 

47% 

$35.2 
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21.9 
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21 
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'Materials  Research 
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20 
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10 
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20.5 

20.7 

30 
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22.5 

29 

62.7 

4.00 

6.4 

7.78 

6 

93/s 

1.75 

5.3 

!  apparel 

1  f  1 :1 11 1 1 1 '  A  i  ii  j  •  n  i  "i  1 1 

llldllllL  rilllCIIVdll 

20.3 

20.7 

48 

34.9 

3.05 

8.7 

7.78 

12 

1  2'78 

1.61 

7.6 

I  insurance 

Packaging  Systems 

20.3 

15.9 

28 

26.8 
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4.7 

9.68 

51 
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1 .54 
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packaging  materials  &  systems 

Imer  Guaranty  Financial 

20.2 

17.7 

32 

35.6 
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insurance 
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 1 

Heinicke  Instruments 

20.2%  22.0% 

29% 

$18.8 

$1.97 

10.5% 

$3.69 

27% 

15% 

$0.81 

18.^ 

laboratory  apparatus 

13 

13% 

New  Penn  Motor  Express 

20.2 

19.0 
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3.61 
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trucking 

1 
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20.2 
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8.28 
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1  7  1 

15 

16.4 

3.63 

22.1 

16.76 

0 

19'/4 

2.88 

6.( 

insurance 

Thompson  Medical 

20.1 

48.1 

47 

50.2 

4.67 

9.3 

4.99 

u 

LL  72 

LAV) 

O 

V. 

proprietary  drugs 

Ennis  Business  Forms 

20.0 

20.2 

35 

78.2 

4.85 

6.2 

12.57 

23 

18'/8 

2.54 

7.1 

business  forms 

Three  D  Department 

ion 

19.9 

16.3 

54 

25.4 

1.40 

5.5 

6.55 

1 

5 '/a 

1.07 

4.; 

leased  depts  in  retail  strs 

Vernitron 

1  o  o 

iy.y 

1  O  0 

i  y.z 

22 

91.9 

4.86 

5.3 

7.40 

63 

14% 

1.42 

10.1 

health  care  products 
Daniel  Woodhead 

inn 
19.9 

16.8 

17 

42.2 

3.88 

9.2 

6.54 

7 

13% 

1.10 

12.; 

electrical  equipment 

Acme  Electric 

19.8 

17.3 

24 

50.0 

2.83 

5.7 

5.77 

1  o 

18 

Ol/ 

y'/4 

1  UU 

electronics 

AGM  Industries 

19.8 

1 1.9 

45 

33.9 

1.36 

4.0 

20.12 

36 

14 

2.40 

5.1 

auto  equipment 
Monarch  Machine  Tool 

1  O  Q 

iy.o 

zo.o 

24 

97.2 

9.11 

9.4 

12.44 

0 

27 

3.33 

8.1 

industrial  tools 

American  Welding  &  Mfg 

19.7 

36.7 

31 

95.4 

5.23 

5.5 

18.59 

0 

52% 

6.83 

7.e 

prec  parts  aerospace  &  pwr  gen 

Frigitronics 

1  Q  7 

iy.  1 

1  7  A 
If  A 

23 

79.8 

3.24 

4.1 

6.21 

36 

93/4 

1.08 

9.C 

eyeglass  lenses 

Altamil 

19.6 

11.8 

24 

88.2 

4.32 

4.9 

16.49 

26 

1^1/ 

12  74 

1  CiC 

1 .95 

0,3 

auto  parts 

Hamilton  Digital  Control 

19.6 

12.6 

47 

8.5 

0.36 

4.2 

2.14 

69 

37/8 

0.27 

14.3 

computer  parts 

New  Mexico/Ariz  Land  Co 

19.6 

23.2 

53 

6.0 

1.07 

17.8 

4.62 

41 

32'/4 

1.07 

30.1 

land  &  resources  development 

Telesciences 

19.6 

5.6 

21 

32.7 

3.90 

1 1.9 

6.41 

1 

14% 

0.36 

41.3 

electronics 

Brooks  &  Perkins 

19.5 

22.6 

16 

66.2 

2.98 

4.5 

10.67 

38 

23  74 

2.41 

9.6 

materials  handling  equipment 

Met-Pro 

19.5 

18.3 

28 

14.6 

1.13 

7.7 

4.91 

35 

1 1  Va 

(J.9U 

12.0 

pollution  control  equipment 

Gelman  Sciences 

1  O  A 

1  1  7 

13.  / 

24 

34.0 

1.83 

5.4 

5.55 

70 

165/8 

0.76 

21.8 

precision  instruments 
Moore  Products 

19.4 

18.1 

19 

48.3 

5.28 

10.9 

15.05 

0 

31% 

2.73 

11.5 

precision  instruments 
New  England  Nuclear 

19.4 

16.7 

23 

81.9 

9.18 

1 1.2 

9.09 

7 

32  Vi 

1.52 

21.3 

specialty  chemicals 

Lindal  Cedar  Homes 

19.3 

14.7 

112 

14.9 

0.53 

3.6 

5.24 

64 

3l/4 

0.77 

4.2 

building 

Scope  Industries 

19.3 

13.6 

18 

19.5 

3.29 

16.9 

53.05 

2 

85  Vi 

7.19 

11.81 

recycling  food  waste 

Application  Engineering 

19.2 

13.9 

34 

45.9 

2.28 

5.0 

8.12 

34 

8 

1.13 

7.0 

water  cooling  equipment 

Excepticon 

19.2 

22.8 

33 

17.3 

0.49 

2.8 

3.33 

100 

6 

0.76 

7.8 

residential  care  centers 

Flexsteel  Industries 

19.2 

1 1.9 

16 

89.9 

3.52 

3.9 

15.00 

25 

11 'A 

1.79 

6.2 

furniture 

REFAC  Technology  Development 

19.0 

12.3 

15 

11.2 

1.62 

14.4 

3.49 

13 

203/4 

0.43 

48.2. 

intl  technology  transfer 

Air  Wisconsin 

18.9 

23.3 

43 

19.8 

2.32 

11.7 

4.90 

64 

1 7Va 

1.14 

15.UI 

airline 

Detrex  Chemical  Industries 

18.9 

18.0 

31 

75.6 

4.09 

5.4 

30.13 

4 

2SVi 

5.41 

5.2 

specialty  chemicals 

Sierra  Research 

18.9 

19.2 

21 

39  4 

1  .JO 

3  9 

9  78 

54 

1.88 

15.1 

electronics 

Walbro 

18.9 

11.9 

17 

40.8 

1.44 

3.5 

12.14 

18 

7'/4 

1.44 

5.0 

auto  parts 

Lehigh  Press 

18.8 

19.2 

45 

77.3 

3.14 

4.1 

22.49 

41 

22% 

4.32 

5.2 

printing 

'Latest  fiscal  year. 
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In  debt  management, 
now  can  you  turn  the  burden  of  time 

into  an  asset? 


The  Chemical  Solution: 
Debt  Management  System. 


Now,  for  the  first  time,  you  can  analyze 
your  company's  debt  position  in  minutes. 

Chemical  Bank's  Debt  Management  System  uses  a 
global  time-shat ing  network  to  provide  you  with  your 
company's  debt  status  at  any  time,  24  hours  a  day,  seven 
days  a  week. 

Using  simple  commands  you  can  retrieve  the  debt 
information  and  computations  you  want  to  analyze  your 
debt  position  quickly  and  effectively. 

All  the  information  you  need,  in  the  form 
you  need  to  see  it. 

Clear,  concise  computerized  reports  define  your  open- 
ing position,  identify  which  commercial  paper  issues  need 
funding  action,  and  indicate  your  borrowing  potential  by 
credit  line. 

And  the  valuable  time  you  save  can  be  used  to  make 
^ood  funding  decisions  better. 


You  can  compare  and  evaluate  the  performance 
of  your  total  debt  portfolio. 

You  get  historical  data  on  all  issues  and  outstanding 
instruments,  as  well  as  weighted  average  yields,  maturities, 
and  other  key  indicators  to  assist  you  in  planning.  And 
performance  over  different  time  periods  can  be  displayed 
side  by  side  for  quick  analysis. 

Let  the  world  leader  in  cash  management 
make  you  a  leader  in  debt  management. 

Chemical  Bank  developed  the  ChemSphere5"^  group, 
a  unique  combination  of  people,  services,  and  systems, 
which  has  made  us  the  leader  in  worldwide  cash  manage- 
ment. Talk  to  your  Chemical  Bank  account  officer  about 
our  new  Debt  Management  System  or  write  to  W.  D. 
Baird,  Jr.,  Senior  Vice  President,  Chemical  Bank,  20  Pine 
Street,  New  York,  New  York  10005.  Or  call  (212)  770- 
3600.  We'll  tell  you  more  about  how  cash  management 
problems  disappear  when  you  apply  the  Chemical  solution. 


Chemical 

Leader  in  worldwide  cash  management . 


Up  And  Comers  class  of  '80 


EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

Company 

5-year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

principal  business 

average 

months 

rate 

(mil) 

(mil) 

margin* 

share 

book 

price 

months 

ratio 

Trion 

18.8% 

17.9% 

20% 

$8.6 

$0.83 

9.6% 

$8.17 

16% 

83/s 

$1.46 

5.7 

electronic  air  cleaners 

Aero-Flow  Dynamics 

18.7 

18.0 

24 

77.1 

2.51 

3.3 

25.34 

9 

34 'A 

4.55 

7.5 

maritime  supplies 

u/R  R«tL  l.'v 
»»  rv  01 1  k  ik  y 

18.7 

15.9 

30 

88.6 

6.12 

6.9 

1 1.52 

59 

[3% 

1 .83 

7.5 

insurance 

Cobe  Laboratories 

18.7 

13.1 

18 

78.0 

4.64 

5.9 

18.45 

38 

34  V* 

2.41 

14.2 

health  care  products 

Metallurgical  Industries 

18.7 

17.6 

39 

17.0 

1.42 

8.4 

6.98 

0 

12'A 

1.23 

9.9 

metal  powders 

Vishay  Intertechnology 

18.7 

19.9 

27 

37.1 

3.25 

8.8 

6.43 

44 

167/h 

1.28 

13.1 

electronics 

SGL  Industries 

18.6 

16.4 

19 

51.3 

2.51 

4.9 

11.54 

8 

12 'A 

1.89 

6.4 

electrical  equipment 

V/  ■  tnmnn 

18.6 

18.1 

33 

19.7 

1.54 

7.8 

7. 1 1 

o 

13 'A 

1 .29 

10.4 

electronics 

Analysts  International 

18.5 

14.8 

17 

19.9 

0.35 

1.8 

2.70 

9 

8'/« 

0.40 

20.6 

computer  services 

Finnigan 

18.5 

11.7 

41 

39.1 

2.08 

5.3 

6.47 

10 

25 

0.76 

32.8' 

precision  instruments 

Tidwell  Industries 

18.5 

12.0 

119 

62.2 

1.85 

3.0 

4.65 

61 

9'/h 

0.56 

16.2 

mobile  homes 

MSI  Data 

18.4 

13.9 

89 

45.4 

1.66 

3.7 

7.35 

3 

143/4 

1.02 

14.4 

inventory  recording  equipment 

American  Indemnitv  Financial 

1  III.L  1  l^llll    lllUVUlllllf    &  lllllll  Villi 

18.3 

13.2 

18 

79.5 

4.16 

5.2 

24.96 

7 

18'/s 

3.30 

5.4 

insurance 

Andersen  2000 

18.3 

50.0 

63 

3.0 

0.23 

7.8 

0.98 

2 

15 'A 

0.49 

31.1 

pollution  control  equipment 

Osmonics 

18.3 

19.9 

23 

4.1 

0.44 

10.8 

1.91 

19 

103/8 

0.38 

27.2 

chemical  processing  systems 

Kerr-Addison  Minest 

18.2 

31.8 

45 

54.9 

32.45 

59.2 

12.50 

0 

16% 

3.97 

4.2 

gold  mining 

Barden 

18.1 

20.7 

52 

53.6 

6.33 

11.8 

22.55 

14 

37 

4.66 

7.9 

ball  bearings 

Colonial  I  ire  Xi  Arridpnt 

18.1 

17.1 

28 

88.6 

13.50 

15.2 

16.36 

o 

14'/2 

2.79 

5.1 

insurance 

Esquire 

18.1 

19.2 

70 

99.7 

7.48 

7.5 

17.48 

54 

16'/8 

3.35 

4.8 

publishing,  lighting 

Anthem  Electronics 

18.0 

42.5 

149 

34.5 

2.48 

7.2 

3.51 

23 

20'A 

1.49 

13.5 

electronics 

Optical  Radiation 

18.0 

15.8 

119 

15.2 

1.35 

8.9 

5.87 

21 

13'/2 

0.93 

14.5 

electronics 

RH  Medical  Service 

18.0 

21.2 

53 

71.0 

2.84 

4.0 

11.04 

91 

233/4 

2.34 

10.1 

health  care  services 

Wavetek 

18.0 

15.8 

32 

29.6 

1 .96 

fi\  f\ 

8  99 

9f) 

25% 

1 .30 

19.8 

precision  instruments 

Bristol 

17.9 

6.4 

19 

76.9 

2.43 

3.2 

9.81 

50 

5'/2 

0.63 

8.7 

plumbing  supplies 
Golden  Enterprises 

17.9 

16.0 

17 

57.4 

2.82 

4.9 

7.75 

4 

143/4 

1.24 

11.8 

snack  foods,  fasteners 

Datametrics 

17.8 

15.3 

24 

5.0 

0.38 

7.6 

1.57 

43 

67/8 

0.24 

28.6 

computer  printers 

G&K  Services 

17.8 

18.4 

18 

35.6 

1.82 

5.1 

9.37 

34 

103/4 

1.72 

6.2 

linen  &  uniform  rentals 

I.nciron 

* — 1  1 1  L.  1  V  1 1 1 1 

17.8 

16.7 

1  7 

48  0 

1  X  HQ 

n 

Z.O  /8 

9  1  8 

1  1  7 

computer-controlled  automation 

Moran  Energy 

17.8 

10.7 

16 

39.6 

3.93 

9.9 

23.84 

75 

50'/4 

2.56 

19.6 

oil  &  gas  explor  &.  devel 

Mosinee  Paper 

17.8 

13.9 

15 

78.6 

5.51 

7.0 

8.32- 

57 

8V2 

1.16 

7.3 

paper  cx  paper  products 

New  Idria 

17.8 

4.2 

55 

34.6 

0.59 

1.7 

1.66 

60 

IVs 

0.07 



26.7 

metal  products,  rubber 

Patagonia 

17.8 

15.4 

153 

58.4 

6.05 

10.4 

13.86 

82 

I6V2 

2.14 

7.7  ' 

bank  &.  finance 

Scurry-Rainbow  Oilt 

17.8 

25.1 

45 

44.0 

13.26 

30.1 

27.04 

35 

88  Vs 

6.80 

13.0 

oil  &  gas,  mining 

Systems  Engineering  &  Mfg 

17.8 

21.9 

36 

16.3 

1.05 

6.4 

6.68 

29 

16 

1.46 

10.9 

electroplating  systems,  filters 

'Latest  fisca!  year    tFigures  are  in  Canadian  dollars. 
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EXCELLENCE 


MaicNEI  L/LEHRER 

Kf  1^  f^f^lSJTF  WITH  C(  IRRESPI  INDEN1 
M%JL/M    V  .FM^  M.  CHARLAYNE  HUNTER-GAULT 

WEEKNIGHTS  ON  YOUR  PBS  STATION 


CO-PRODUCED  BY  WNET/NEW  YORK  AND  WKTA/ WASHINGTON.  DC. 


AT&T  and  your  local  Bell 
System  company  are  proud  to  join 
the  Corporation  for  Public  Broad- 
casting, the  member  stations  of 
PBS  and  Exxon  Corporation  as 
co-underwriters  of  the  program 
that  epitomizes  excellence  in 
broadcast  journalism.  We  invite 
you  to  make  a  habit  of  joining 
Robert  MacNeil  and  Jim  Lehrer  as 
they  explore  and  inform,  present- 
ing timely,  probing,  authoritative 
reports.  One  story  at  a  time.  The 
whole  story.  Intelligently  unfolded. 
There  is  nothing  comparable 
on  the  air. 

Please  check  your  local  list- 
ings for  time  and  channel. 


Bell  System 


We  wouldn't  have 

cancelled  his 
flood  insurance. 


Disasters  sometimes  run  in  pairs. 

Because  after  the  victims  lose  their  property,  they've  been  known 
to  lose  their  insurance.  All  because  their  insurance  company  decided 
that  type  of  business  was  too  risky  to  write. 

We  don't  think  that's  playing  fair. 

At  AIG,  we  believe  stability  is  important. 

If  this  sounds  too  good  to  be  true,  look  where  it's  gotten  us. 

We've  grown  into  a  multi-billion-dollar  corporation  with  more 
people  in  more  offices  in  more  countries  writing  more  kinds  of  com- 
mercial insurance  than  any  other  American  insurance  organization. 

All  by  filling  our  clients'  needs. 

And  not  leaving  them  high  and  dry. 

The  AIG  Companies. 

Let  us  take  the  nsks. 


©  1980  American  International  Group  For  more  information,  contact  American  International  Group,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


Up- And  Comers 

class  of  80 

EPS 

Book 

Debt 

EPS 

Return 

on  equity 

5-year 

111  CI 

Net 

value 

as  % 

last 

Company 

5-year 

latest  12 

grow  th 

sslcs  * 

i  ncump* 

1 II  lUlilt 

per 

of 

Recent 

12 

P/E 

principal  business 

average 

months 

rate 

■  mill 

(milt 

m  i  rot  n  * 

share 

book 

price 

months 

ratio 

...  _ 

Dependable  Insurance  ur 

17.7%  28.3% 

^1% 

W)  n 

JlZZ.U 

t3  1  ft 

1  t.t  /o 

tA  40 

U/o 

1  0 
1  z 

C 1  ftO 
$  I  .oZ 

A  c 
O.D 

insurance 

Flow  General 

17.7 

15.2 

40 

77.1 

3.78 

4.9 

6.57 

04 

3ft7/« 

1  nn 
1  .uu 

3ft  ft 

00. 0 

health  care  products 

Grantree 

17.7 

7.9 

18 

83.1 

2.44 

2.9 

5.58 

^ft 

Jo 

45/0 

n  44 

1  n  c 

1U.D 

furniture 

udKnuuu  nuuics 

17.7 

16.9 

32 

42.9 

3.06 

7.1 

14.12 

9 

197/g 

2.38 

ft  1 

0 .0 

mobile  homes 

Scientific  Computers 

17.7 

29.9 

A7 

Of 

1 1  l 

1  44 

l  i  n 

A  ^0 

33 

253/4 

1.95 

13.2 

computer  services 

TAD  T)_, -,,1,, t c 

1  A 15  rrOUUCtS 

17.7 

21.4 

Oft 
zo 

OO.U 

4  1 

1 A  f!7 

i  O.U  r 

C  1 

O't/4 

y.y 

office  equipment 

Acme  United 

17.6 

18.1 

22 

29.5 

2.12 

7.2 

5.37 

CA 
DO 

10/2 

n  07 

1  /  .U 

shears  &  scissors 

Commonwealth  Theatre 

17.6 

17.6 

21 

63.7 

2.60 

4.1 

10.50 

ftA 
oo 

1H  /4 

1  Us 

1  .oo 

7  7 

'  * '  1 

II1UV1C  (IRJILIS 

Cordura 

17.6 

27.5 

76 

23.8 

1.35 

5.7 

1 .49 

1 

10'/4 

0.41 

25.0 

publishing 

Security  Bancorp 

bank 

17.6 

15.8 

1  c 

I  D 

71  4 

ft  73 

O.  /  O 

1  0  0 
1  z.z 

00  A"> 

23 

15'/4 

3.57 

4.2 

1  ClCllCA 

17.6 

19.7 

54 

66.8 

3.87 

5.8 

14.21 

10 

J7 

f  u  /« 

0  ftn 
z.ou 

1 4  ^ 

auto  parts 

Cetron  Electronics 

17.5 

18.7 

03 

D.O 

n  7n 

U.  /U 

13  0 

0  73 

u 

0/8 

O  CI 

U.D1 

A  A 
O.O 

electronics 

Fun  t i  m  f 
X  till  unit 

17.5 

16.7 

17 

10.9 

1.11 

10.2 

4.61 

A 

A 'A 

n  77 

ft  4 
O-H 

amncptnpnt  r^rlf 

tl  1 1 1  U 5<L  1 1  It.  1 1 1   j.' J  I  r\ 

Keaiist 

17.3 

7.0 

32 

18.6 

1.03 

5.5 

13.76 

DO 

c\  07 
u.y/ 

7.7 

surveying  equipment 

Unitrode 

17.3 

18.6 

3H 

ftl  A 

ft  07 

O.Z  / 

i  n  i 

1  U  I 

1  A  4A 

4 

34 

3.06 

11.1 

electronics 

Atney  r rouuets 

17.2 

28.9 

4A 

zu.y 

1  AO 

1  .07 

ft  1 

o.  I 

1 5  in 

zy 

1 7 

1  / 

3  7Q 

O.  /o 

A  A 
4.4 

street  sweepers,  hauling  equip 

Control  Laser 

17.2 

19.5 

3ft 

1U.  1 

1  .UD 

3  04 

o 

y 

0  iC  1/ 

26  va 

n  77 

34.4 

lasers 

niDcrnid 

17.2 

18.7 

21 

88.3 

9.38 

10.6 

19.61 

37 
Ol 

0  3 
zo 

3  £7 

0.0/ 

O.Z 

bank 

1/  i>]>  -1  r\  t  1  i  t  lr 

t\  1 1 1 J  U 1 1 1 1  y 

17.2 

28.0 

3A 
oo 

1  3  A 
lo.O 

1  OA 
1  .Uo 

7  Q 

1    1  Q 

ZD 

Q  1/ 
OV2 

n  3  3 
U.00 

0  C  7 

ZD.  / 

electronics 

Schenuit  Industries 

17.2 

19.8 

30 

oz 

77  A 

3  00 

J.77 

C  1 

J.  1 

47 

30'A 

5.82 

5.2 

nomp  $1  oarnPTi  pniiiniTipnt 

llt'llJL   t_X  ^tliULlI  CUUipillClJ  L 

Walbar 

17.2 

29.5 

C  1 

31 

47  1 

A  1  0 
0. 1Z 

1  3  O 

y.oo 

/I 
*+ 

OO  /4 

0  7A 

z.  /  0 

1 0  0 
1  z.z 

aClUoUatC 

Allpn  Orpsn 

iUlvl!  W  i  tall 

17.1 

14.1 

16.0 

1  70 

1  1  0 
1  1  .z 

z 

1  A 
1 0 

3  40 
o.tz 

4  A 

electronic  organs 

17.1 

17.8 

23 

19.7 

3.34 

16.9 

7.85 

1  c 

03/ 

y74 

1  /in 
1.4U 

iC  0 

o.y 

Numac  Oil  &.  Gast 

17.1 

9.7 

zi 

1  ft  s 

a  ns 

30  0 

A  1  ft 

30  Ua 

OL  74 

n  An 
u.ou 

^3  a 

Do.O 

oil  &.  gas 

TSI 

17.1 

24.2 

zo 

O  3 

y.o 

u.oy 

7  C 
/  .D 

0  3  1 
Z.OI 

88 

12% 

0.56 

22.7 

precision  instruments 

Kansas  Statp  Mpfwnrlr 

Kansas  <j  \a  IC  L1CI W  Ml  IV 

17.0 

22.9 

on  c 

zU.D 

z.zo 

iu.y 

1U.  by 

00 

zy 

1  A1 

1 1  0 
1 1  .y 

r\i*/"*  ■iH/'ictinn 

uruducasiiJig 

National  Data 

17.0 

21.1 

zy 

OU.  1 

D.O/ 

y.4 

O.Uo 

9 

28v4 

1.28 

22.0 

computer  services 

\niltnilfAct    P 1  AM  /1 1  Hint' 

ouuinwe&i  t  iunud  Dank 

17.0 

18.1 

25 

69.2 

8.77 

12.7 

9.41 

58 

1 1 «/ 

1  1  s/8 

1.70 

^  0 
0.0 

bank 

i  uny  L.jiTid 

1  c  o 

lo.y 

lO  3 

Ly.o 

3  i 
ol 

AO  C 

48.5 

2.51 

5.2 

7.17 

54 

14'/2 

2.10 

£-  CI 

o.y 

footwear 

Cablecom  General 

16.8 

16.0 

1  c 
1  J 

37  4 

4  flA 

■  in 
lo.U 

1Z.OJ 

57 

37% 

1.97 

18.9 

\-  olHt    l  V 

Flfctronic  Mndnlps 

16.8 

19.0 

ol 

1  /I  c 
14.3 

1  HQ 
1  .UO 

7  c 

C  £7 

D.O/ 

C.A 
DO 

1  fllA 
10/2 

1  na 

1  .Uo 

1 7  1 

1  / .  1 

Plppfrnnirc 

General  Oefense 

16.7 

83.3 

19 

55.8 

2.77 

5.0 

2.04 

ft  1 
01 

1DV4 

1  7fl 

1 .  /U 

0  0 
y.z 

pieLibH'ii  components 

PfonciAn  I  ictnirtc 

ricLlMUn  ^.aaipariS 

16.7 

14.7 

19 

74.5 

2.95 

4.0 

11.67 

79 

31  l/4 

1.72 

18.1 

precision  castings 

Products  Research  &  Chemicals 

16.7 

16.0 

34 

42.8 

3.40 

7.9 

4.86 

24 

163/8 

0.78 

20.9 

specialty  chemicals 

'Latest  fiscal  year.    tFigures  are  in  Canadian  dollars. 
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Up-And-Comers 

class  or  so 

EPS 

Book 

Debt 

EPS 

Return 

on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

Company 

5-year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

principal  business 

average 

months 

rate 

(mil) 

(mil) 

margin* 

share 

book 

price 

months 

rstio 

Seton 

16.7%  8.4% 

1  8% 

$70.0 

$2.49 

3.6% 

$14.51 

89% 

9 

$1.22 

7.3 

leather  products,  chemicals 

Central  Banking  System 
bank 

VIICIlIJ/Itl>l 

16.6 

15.5 

21 

84.3 

6.04 

7.2 

13.82 

15 

10l/s 

2.14 

4.7 

16.6 

17.4 

24 

17.6 

1.49 

8.5 

6.90 

8 

11% 

1.20 

9.7 

nl  aitipQ 

UldOllvo 

Hazleton  Labs 

16.6 

10.9 

15 

43.3 

2.00 

4.6 

7.63 

48 

217/« 

0.83 

26.3 

biological  research  &  mfg 

Mutual  Savings  Life  Insurance 

1  A  A 
10. 0 

0  1  1 
Zl .  1 

16 

48.3 

5.10 

10.6 

14.80 

0 

22s/s 

3.13 

7.2 

insurance 

Raven  Industries 

16.6 

16.9 

9S 

38.4 

1 .83 

4.8 

8.30 

53 

7Vl 

1.40 

5.3 

anna  rp  1 
CSE 

16.5 

15.6 

23 

53.0 

3.36 

6.3 

20.99 

0 

25  Vs 

3.27 

7.6 

inmiranrp 

Pptrol  InHu strif*- 

*  CllUl  1IIUU911IV3 

16.5 

42.9 

90 

2.0 

0.68 

33.7 

1.12 

0 

8V4 

0.48 

17.1 

nil  fli  pas  exnloration  Si.  (ipv 

Mark  Twsin  Bancshrs 

16.4 

19.5 

28 

42.0 

5.02 

12.0 

8.09 

26 

29 

3.53 

8.2 

bank 

May  Petroleum 

1  A  A 
10.  *+ 

1  7  A 

I  /  .0 

99 

77 

1 3  1 

2.32 

17.7 

4.33 

49 

30 

0.76 

39.4 

nil-eras  pvnlnratinn  fti  Hpv 

Frank  Paxton 

16.4 

15.0 

19 

75.6 

3.88 

5.1 

38.75 

3 

29  Vi 

5.83 

5.0 

liimhpr 

Siprracin 

16.4 

22.1 

44 

9  99 

I*. 1*7 

Z.  1 

j.  i 

7  1  9 

28 

23 'A 

1.59 

14.7 

aerospace 

Verit  Industries 

16.4 

10.7 

24 

39.1 

0.27 

0.7 

3.28 

7 

Vh 

0.35 

7.1 

beef  packing 

Chipftain  Dpvplnnment 

16.3 

9.3 

26 

42.6 

5.16 

12.1 

5.27 

81 

21 

0.49 

42.8 

oilfield  services 

Electro-Catheter 

lo.o 

1  3.0 

79 

r  7 

4  n 

0.34 

8  4 

1  6S 

11 

IP/2 

0.57 

20.1 

health  care  products 

Galaxy  Carpet  Mills 

16.3 

7.1 

9A  ^ 

7U.J 

9  in 

9  9 

7  98 

/  .70 

68 

3% 

0.57 

6.3 

rarnptinp 

Sunair  Electronics 

16.3 

18.5 

1 A 

i  K> 

9  W 
z.oo 

1  8  A 

1 1  An 

o 

16'/8 

2  15 

7.4 

electronics 

Missouri  Research  Labs 

16.2 

19.4 

94 

14.2 

0.90 

6.3 

1.80 

19 

2Vi 

0.35 

7.1 

industrial  equipment 
Nuclear  Metals 

16.2 

16.3 

29 

16.7 

1.74 

10.4 

8.42 

31 

31 1/2 

1.37 

22.9 

metal  powders 

Rossmoor 

IO.Z 

n  q 

97 

16.7 

2.55 

15.2 

7.85 

23 

8 

0.06 

133.3 

real  estate  development 

Weisfields 

16.2 

11.9 

177 

34.2 

2.66 

7.8 

22.30 

1 

15 

2.65 

5.6 

retail  jewelry 

Computer  Data  Systems 

16.1 

21.2 

19 

14.8 

n  77 

5.2 

6.45 

8 

1846 

1.37 

13.5 

computer  services 

Horizon  Bancorp 

16.1 

18.4 

19 

90.1 

10.11 

11.2 

18.51 

45 

14 

3.40 

4.1 

bank 

Kirby  Exploration 

16.1 

20.2 

39 

OZ 

Rfl  1 

oU.  1 

8  AA 
O.OO 

lU.o 

1ft  Aft 

26 

130V4 

7.78 

16.7 

transportation 

Myers  Industries 

lo.  1 

Id.  1 

DO.J 

X  97 

o.z  r 

1  A  OA 

37 

HVi 

2.13 

5.2 

tire  service  equip  &  supplies 

Telephone  Utilities 

16.1 

17.9 

on 
zu 

^4  0 
D4.Z 

O  1  4 
V.  14 

i  o.y 

11  1  A 
11.10 

D7 

13 

2.00 

6.5 

telephone  company 
Unit  Drilling  &  Exploration 

16.1 

31.8 

17 

1 1  3 

O.  ID 

10. D 

o.UO 

o 

391/4 

1.61 

24.3 

oilfield  services 

Breeze 

16.0 

17.1 

149 

24.4 

1.62 

6.6 

11.73 

41 

*T  1 

1314 

2.01 

6.5 

aerospace  &.  auto  parts 

United  Cities  Gas 

10. U 

13.  f 

44. Z 

1   A  7 
1  .0/ 

6.0 

i  nn 

1 1  'A 

11/2 

2.62 

4.3 

natural  gas  utility 

Tandy  Brands 

15.9 

13.1 

47  O 

9  Afi 
Z.OO 

^  A 
D.O 

!•+.•+ 1 

22 

29 

1.89 

15.3 

leather  goods 

TransTechnoloev 

15.9 

23.6 

zi 

3A  4 

1  ^9 

1  .J7 

4  4 

A  07 

48 

12 

0.95 

12.6 

aerospace 

United  Presidential  Life  Ins 

15.9 

16.3 

38 

31.5 

2.07 

6.6 

6.87 

1 1 

1 1 

1.12 

9.8 

insurance 

Aero  Systems 

15.8 

18.8 

63 

14.1 

0.86 

6.1 

0.96 

23 

71/4 

0.18 

40.2 

marketing  aviation  equipment 

Overmyer 

15.8 

11.4 

53 

42.7 

2.35 

5.5 

12.17 

58 

7Vi 

1.39 

5.3 

glass  molding  equipment 

•Latest  fiscal  year 
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HEORY 

A  top  international  bank  must 
offer  local  coverage 
as  well  as  worldwide  reach. 


SEWS 


In  the  Asia/Pacific  region, 
Continental  Bank  has  a  network  of  14 
offices  in  9  countries,  linked  to  major 
money  markets  around  the  world. 

For  years,  our  Asia/Pacific  network  has  provided 
the  Continental  banker  with  the  flexibility  to  meet 
specific  needs  from  country  to  country.  This  link 
in  our  worldwide  network  ensures  comprehensive 
international  capabilities.  It's  what  you 
expect  from  a  top  international  bank. 
At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


mtrna  •  Australia  -  Austria  -  Bahamas  ■  Bahrain  ■  Belgium  ■  Brazil  -  Canada  -  Colombia  -  France  -  Greece  -  Hong  Kong  ■  Indonesia  -  Italy  Japan  Kenya  -  Korea 
inon  ■  Mexico  ■  The  Netherlands  ■  Nigeria  ■  The  Philippines  ■  Singapore  -  Spain  ■  Switzerland  ■  Taiwan  ■  Thailand  -  United  Kingdom  ■  Venezuela  -  West  Germany 
United  States  -  Chicago  •  New  York  ■  Los  Angeles  ■  Houston  ■  Dallas  -  Miami  -  Cleveland  -  San  Francisco  -  Denver 


Up  And  Comers  class  of  '80 


EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

Company 

5- year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

principal  business 

average 

months 

rate 

(mil) 

(mil) 

'  margin* 

share 

book 

price 

months 

ratio 

Doe  Spun 

15.7% 

22.7% 

38% 

$23.1 

$1.08 

4.7% 

$7.87 

41% 

7 

$1.79 

3.9 

apparel 

Wabash  International 

l  <^  7 

ID./ 

1  Z.o 

19 

29.6 

1.54 

5.2 

4.22 

0 

7'/4 

0.52 

14.G 

insurance 

REDM  Industries 

15.7 

18.2 

37 

17.6 

1.25 

7.1 

5.50 

11 

8% 

1.00 

8.6 

electronics 

IMC  Magnetics 

15.5 

16.3 

24 

44.2 

2.19 

5.0 

18.97 

35 

16'/4 

3.10 

5.2 

electrical  equipment 

Robinson  Nugent 

15.5 

21.0 

76 

28.9 

3.02 

10.5 

5.52 

10 

19'/2 

1.16 

16.8 

electrical  equipment 

Biospherics 

15.4 

15.0 

35 

4.8 

0.31 

6.4 

1.00 

57 

4% 

0.15 

31.6 

information  services 

Roper  Industries 

ID.** 

1  1  1 

23 

41.1 

3.24 

7.9 

20.17 

7 

24 

4.26 

5.6 

pumps 

Universal  Cigar 

15.4 

15.9 

26 

33.8 

2.24 

6.6 

10.73 

0 

lOVs 

1.71 

6.0 

cigars 

Citizens  &  Southern  Corp 

15.4 

17.3 

19 

93.4 

10.30 

11.0 

24.39 

48 

20'/4 

4.21 

4.8 

bank 

Shaer  Shoe 

15.4 

17.4 

32 

17.6 

1.42 

8.1 

7.57 

0 

7Vs 

1.32 

5.3 

shoes 

Ancorp  Bankshares 

15.3 

15.2 

19 

74.0 

7.25 

9.8 

28.57 

16 

17'/4 

4.35 

3.9 

bank 

First  Connecticut  Bancorp 

ID.o 

1  7  A 
1/.** 

18 

44.8 

6.33 

14.1 

35.42 

7 

26 

6.17 

4.2 

bank 

Natl  Mobile  Concrete 

15.3 

23.6 

44 

13.5 

0.91 

6.8 

8.09 

0 

53/4 

1.91 

3.0 

concrete 

Sunshine  Mining 

15.3 

17.6 

29 

23.7 

8.30 

35.1 

2.39 

74 

23 '/4 

0.42 

55.3 

silver  mining 

National  Old  Line  Insurance 

15.3 

14.0 

15 

68.5 

8.49 

12.4 

13.11 

0 

19 

1.83 

10.3 

insurance 

Bankers  Trust  of  South  Carolina 

15.3 

18.5 

31 

84.5 

8.91 

10.5 

18.44 

30 

193/4 

3.41 

5.7 

bank 

EPSCO 

I  D.L 

ly.D 

69 

13.3 

0.88 

6.6 

5.22 

31 

17 

1.02 

16.6 

electronics 

Lil'  Champ  Food  Stores 

15.2 

16.1 

17 

30.5 

1.17 

3.8 

10.65 

18 

17 

1.71 

9.9 

convenience  food  stores 

TIE/Communications 

15.2 

24.5 

104 

34.1 

1.21 

3.6 

2.37 

17 

24 '/g 

0.58 

41.5 

telephone  systems 

Crown  Industries 

15.2 

14.4 

36 

63.4 

2.15 

3.4 

9.66 

87 

7Vs 

1.39 

5.1 

building  products 

Par  Systems 

15.2 

21.7 

42 

19.3 

1.83 

9.5 

7.43 

18 

26  Vi 

1.61 

16.4 

nuclear  handling  equip 

United  Asbestost 

LD.l 

1  z  r 
lO.D 

35 

26.6 

9  27 

34.9 

8.06 

61 

57s 

1.33 

4.4 

asbestos  mining 

Coherent 

15.2 

10.5 

139 

52.0 

3.11 

6.0 

7.92 

27 

253/4 

0.83 

31.0 

lasers 

Aro 

15.1 

13.9 

19 

87.3 

8.90 

10.2 

24.03 

20 

197s 

3.34 

5.9 

air  tools 

Ply-Gem  Industries 

15.1 

11.9 

56 

50.1 

2.39 

4.8 

12.77 

2 

8 

1.52 

5.2 

building  materials 

Ellis  Banking 

15.1 

15.7 

23 

91.3 

10.24 

11.2 

9.16 

37 

7Vi 

1.44 

5.2 

Kampgrounds  of  America 

15.0 

11.8 

15 

15.2 

1.84 

12.1 

12.17 

5 

10l/4 

1.44 

7.1 

recreation  facilities 

Intercontinental  Dynamics 

15.0 

17.7 

17 

18.6 

1.07 

5.7 

6.40 

30 

8l/2 

1.13 

7.5 

industrial  training 

"Latest  fiscal  year  tFigures  are  in  Canadian  dollars. 
Source:  Standard  &  Poor's. 
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TECHNOLOGY  THAT  FORCES 
EXECUTIVE  DECISIONS 

by 

Arthur  D.  Little,  Inc. 

Under  the  direction  of  Frederic  G.  Withington,  Vice  President 

OVERVIEW 

Mr.  Withington,  who  heads  the  consulting  group  on  the  information  sciences  for  Arthur 
D.  Little,  Inc.,  four  of  his  associates  and  colleagues  present  scenarios  on  the  effects  of 
computer-based  technology  in  the  marketplace,  the  communications  area,  business 
productivity  and  our  social  and  working  patterns. 


I. 

HOW  THE  U.S. 
LOST  ITS  DOMINANCE  IN 
THE  COMPUTER  INDUSTRY 

Martin  Ernst,  noted  as  a  futurist,  writes 
on  the  gains  that  the  Japanese  are 
making  in  hardware  and  which  may 
result  in  their  dominance  of  this  field. 


III. 

PRODUCTIVITY  '85 

Vincent  Giuliano,  a  senior  member  of 
the  information  sciences  section, 
carries  communications-based  serv- 
ices into  the  personal  and  professional 
environment  of  the  businessman,  both 
in  his  office  and  away  from  it. 


II. 
U.S. 

TELECOMMUNICATIONS 
REGULATION 
IN  THE  1980  s 

Peter  Shapiro,  a  leading  professional 
in  the  telecommunications  sciences, 
addresses  the  communications  revo- 
lution and  its  crossover  into  business 
equipment. 


IV. 

DECENTRALIZED  WORK 
AND  SOCIETY 

Gary  A.  Marple,  whose  work  in  the 
management  sciences  often  involves 
the  theme  of  social  change,  focuses  on 
the  manner  in  which  the  information 
revolution  may  profoundly  alter  the 
relationship  between  the  home  and 
workplace. 


OVERVIEW 
Frederic  G.  Withington 

Vice  President 
Arthur  D.  Little,  Inc. 

The  following  four  scenarios  by  mem- 
bers of  the  Arthur  D.  Little,  Inc.  staff 
paint  pictures  of  the  future.  Each  of  the 
four  deals  with  an  aspect  of  the  chang- 
ing information  processing  industry  and 
the  resulting  impact  on  people  and  so- 
ciety Each  is  a  personal  view  of  things  as 
they  might  be,  not  a  confident  forecast. 
However,  each  scenario  makes  sense  in 
terms  of  the  way  things  have  been 
going — whether  we  like  it  or  not 

Marim  Ernst's  fable  about  the  Japa- 
nese computer  industry  overtaking  the 
American  one  causes  discomfort:  it's  all 
too  likely  He  is  certainly  right  in  criticiz- 
ing the  orientation  of  the  U.S.  financial 
environment  toward  short-term  earn- 
ings, as  contrasted  with  the  "patient 
money"  in  Japan  which  builds  for 
permanent,  long-term  gams.  But  Japan 
lacks  the  U.S.  venture  capital  market. 
Nowhere  is  it  as  easy  as  in  the  U.S.  to 
start  up  a  new  high-risk  venture.  This 
U.S.  virtue  may  become  even  more  sig- 
nificant as  computer  programs  (soft- 
ware) increasingly  dominate  hardware 
in  determining  the  attractiveness  of 
computer-based  products.  New  soft- 
ware ventures  usually  require  little 
capital,  so  maybe  the  acknowledged 
U.S  lead  in  software  can  be  main- 
tained. 

Similar  considerations  apply  to  Peter 
Shapiro's  forecast  of  less  regulation  in 
the  U.S.  telecommunication  industry.  If 
AT&T  and  anyone  else  can  offer  any- 
thing they  like  through  arms-length  sub- 
sidiaries, the  U.S.  market  is  likely  to  be- 
come a  turbulent  but  rich  stew  of  experi- 
ments, successes  and  failures.  Foreign 
competitors  will  be  present  (indeed, 
they  already  are);  no  other  nation  per- 
mits unrestricted  foreign  ownership  of 
domestic  firms  and  unregulated  free- 


dom to  connect  products  to  the  national 
telephone  system.  But  maybe  the  re- 
sults will  be  positive:  to  bring  more  ven- 
ture capital  into  the  U.S..  and  to  evolve 
products  here  first.  Will  we  then  find 
AT&T  marketing  these  products  in  the 
foreign  firms'  back  yards  through  its 
new  AT&T  International? 

Vincent  Giuliano's  scenario  explores 
the  nature  of  the  new  services  that  are 
likely  to  result  from  these  changes  in  the 
computer  and  telecommunications  in- 
dustry. It  also  describes  the  productiv- 
ity gams  that  are  likely  to  result  for  the 
parties  involved.  He  perceptively  points 
out  that  simple  increases  in  typing 
speed  and  automation  of  office  func- 
tions are  relatively  trivial;  the  real  gains 
are  much  more  profound.  He  uses  him- 
self as  a  model;  clearly  he  and  people 
like  him  will  benefit  greatly  from  the  new 
services.  To  what  degree,  however,  will 
other  kinds  of  people  benefit7  It's  hard 
to  tell,  because  the  changes  that  will 
occur  will  be  subtle  and  complex. 

Gary  Marple  picks  up  on  this  theme 
and  boldly  forecasts  revolutionary 
changes  in  work  and  social  patterns.  To 
a  degree  he  has  to  be  right.  Our  present 
patterns  of  commuting  and  work- 
related  travel  are  becoming  increasing- 
ly onerous  and  economically  unsup- 
portable,  and  the  traditional  family 
structure  already  applies  only  to  a 
minority.  But  the  picture  he  paints  raises 
serious  questions.  Will  people  (and 
organizations)  accustomed  to  present 
patterns  be  able  to  adapt  readily  and 
willingly?  And  what  about  the  people 
who  can't  afford  the  equipment  or 
education  to  become  masters  of  the 
new  tools — will  they  become  even  more 
disenfranchised  than  the  unemploy- 
ables  of  today?  In  any  case,  it  appears 
that  the  U.S.  may  again  become  the 
laboratory  for  social  change  that  it  was 
in  its  formative  years. 

Maybe  none  of  these  scenarios  de- 
scribe the  future  accurately:  maybe  all 
four  do  to  some  degree.  However  that 
may  be,  we  believe  that  by  considering 


such  scenarios  a  person  becomes  bet- 
ter able  to  cope  with  the  future  when  it 
comes — or  to  shape  it  before  it  comes. 

I. 

HOW  THE  U.S.  LOST 
ITS  DOMINANCE  IN 
THE  COMPUTER  INDUSTRY 
Martin  L.  Ernst 

Vice  President 
Arthur  D.  Little,  Inc. 

The  Japanese  have  targeted  the 
computer  industry  as  key  to  further  ex- 
pansion of  their  world  high  technology 
markets. 

The  thought  of  a  Japanese  threat  to 
the  U.S.  computer  industry  would  have 
seemed  laughable  two  or  three  years 
ago.  But  no  one  is  laughing  anymore. 
They  already  have  about  40  percent  of 
the  semi-conductor  market  and  the  de- 
velopment of  their  next  generation  of 
64.000  bit  memory  chips  can  only  en- 
hance that  position.  Many  experts  be- 
lieve that  by  the  end  of  this  decade  the 
Japanese  share  of  the  computer  market 
will  be  comparable  to  that  of  Japan's 
present  share  of  the  U.S.  auto  market. 
Others  consider  even  that  projection  an 
understatement. 

This  is  not  to  say  that  the  U.S.  com- 
puter industry  necessarily  will  go  the 
route  of  our  television  or  auto  industries. 
However,  the  early  warning  signs  are 
clear.  If  our  manufacturers  do  not  heed 
the  warnings  and  shore  up  their  position 
in  the  coming  years,  the  following  fable 
could  come  to  pass. 

THE  TORTOISE  AND  THE  HARE 
An  Electronics  Fable  for  the  Eighties 

Once  upon  a  time,  a  Japanese  tor- 
toise challenged  an  American  hare  to  a 
race.  The  goal  was  a  60  percent  share 
of  world  computer  markets.  The  time 
was  the  middle  of  the  ninth  decade  of 
the  twentieth  century. 


FINALLY, 
BUSINESSWARE. 

Hardware,  software,  and  business  expertise 
combined  to  help  meet  your  toughest  problems. 


Xut  simply, 
Businessware  is  every- 
thing we've  learned  in 
25  years  of  solving  prob- 
ems  for  Business. 

It's  technology:  Level 
6  small  computer  sys- 
tems, powerful  software, 
communications. 

And  it's  people.  People 
who  speak  the  language 
of  business. 

People  with  the  expe- 
rience, perspective,  and 
ingenuity  to  solve  busi- 
ness problems. 

Businessware  is 
exactly  what  managers 
need  most  today.  People 
who  can  understand  the 
real  challenges  of  busi- 
H  ness,  and  who  have 
the  tools  to  meet  these 
challenges. 

Special  questions, 
special  answers. 

For  example,  if  your  problems 
lie  in  the  area  of  transaction 
processing,  Businessware  is  a 
likely  answer. 

TPS-6,  our  interactive 
real-time  transaction  process- 
ing system  may  well  be  unsur- 


passed in  maintaining  accurate 
information,  moment  by 
moment,  throughout  complex 
organizations. 

More  and  better  informa- 
tion is  the  very  crux  of 
Businessware. 

Honeywell  people  can  help 
you  work  out  an  approach  that 
will  provide  the  computer  power 
you  need.  When  you  need  it. 
Where  you  need  it.  Whether 
your  system  is  interactive, 
distributed,  or  centralized. 


Experience  tells. 

When  you  buy  the 
problem-solving  capabili- 
ties of  Businessware, 
you're  making  a  sound 
investment. 

We  recently  shipped 
the  10,000th  Level  6. 
Impressive  when  you 
consider  this  family  of 
computers  was  intro- 
duced just  over  four 
years  ago. 

Modular  and  multi- 
functional, these  easy- 
to-use  systems  have 
brought  information  con- 
trol to  businesses 
throughout  the  world. 

They  work  hard 
and  well. 

And  so  do  the  people 
behind  them. 
Which  is  why  Business- 
ware  will  be  solving  business 
problems  for  a  long  time 
to  come. 

For  more  information  on 
Businessware  and  Level  6 
computers,  write  Honeywell, 
200  Smith  Street  (MS  486), 
Waltham,  Massachusetts  02154. 


Honeywell 


Now  this  hare  was  much  smarter  than 
its  Aesopian  ancestor.  It  had  learned 
over  the  years  never  to  underestimate 
the  abilities  of  the  dogged  determined 
tortoise.  Especially  not  a  Japanese  tor- 
toise, despite  its  size.  It  was  a  particu- 
larly persistent  and  tireless  species, 
known  throughout  the  forests  of  the 
world  for  its  ability  to  move  steadily  with 
undeviatmg  accuracy  toward  whatever 
target  it  set  for  itself.  This  is  not,  as  is 
well  known,  a  characteristic  of  hares, 
which  have  a  lamentable  tendency  to 
take  their  eyes  off  the  goal  and  rely  too 
strongly  on  their  exceptional  natural 
speed  to  carry  the  day. 

Still,  as  we  have  noted,  this  hare  was 
not  unwary  Compy.  for  that  was  its 
name,  had  seen  a  number  of  its  rela- 
tives overtaken  by  Japanese  tortoises. 
And  Compy  was  aware  that  its  challen- 
ger, Nipind,  had  been  training  for  the 
race  and  that  Nipind's  government  pro- 
vided a  large  support  system  to  aid  and 
encourage  him  on  his  way  to  the  finish 
line.  Compy  had  no  such  support  sys- 
tem: he  was  an  independent  character 
who  really  preferred  going  his  own  free 
way.  (Support  systems  do,  of  course, 
exact  their  measure  of  tribute.)  Besides, 
he  and  Nipind  would  not  be  starting 
from  the  same  point.  Compy  had  a  size- 
able lead  to  begin  with.  Thus,  he  did  not 
regard  the  challenge  as  a  threat  to  his 
ability  to  process  most  of  the  informa- 
tion needed  in  the  forests. 

In  truth,  Compy,  through  his  speed 
and  wits  had  totally  changed  the  ways 
in  which  information  was  handled  All  of 
the  denizens  of  the  forest  had  reason  to 
be  grateful  to  him  for  his  quantum  ad- 
vances in  getting  all  kinds  of  data  to 
them  with  previously  undreamed-of 
speed  and  accuracy,  often  across 
great  distances. 

Sad  to  say,  however,  graiitude  is  not 
a  prevalent  emotion  in  the  world  forests. 
Neither  is  loyalty.  Once  Compy  showed 
the  way,  processing  informa:  on  be- 
came the  fastest  growing  game  in  the 
forest.  And  other  animals  were  finding 
ways  to  do  parts  of  it  better  and 


cheaper  Besides,  though  his  sleek  and 
glossy  fur  coat  hid  the  spread,  Compy 
was  getting  on  toward  middle  age  and 
was  less  lean  than  he  used  to  be.  He 
was  spending  too  much  time  mak- 
ing speeches  and  not  enough  time 
listening  to  what  was  going  on  in  the 
forest 

He  never  noticed  that  inch  by  inch 
Nipind  was  gaining  on  and  then  sur- 
passing him  on  sideroads  like  the  semi- 
conductor pass.  Nor  did  he  notice  that 
some  of  his  buddies — the  French 
panther  and  the  German  wolf,  for  exam- 
ple— were  finding  ways  to  deliver  some 
information  in  friendlier  fashion 

Compy  didn't  even  notice  until  after 
the  challenge  that  his  aloof  and  lofty  airs 
had  irritated  some  of  his  buddies.  As 
the  race  heated  up,  he  discovered  they 
had  joined  forces  with  Nipind  (whom 
they  didn't  even  like  very  much)  to  spur 
him  on  with  voice  recognition  and  other 
devices  that  placed  obstacles  in  Com- 
py s  path. 

Compy  woke  up  about  three-quarters 
of  the  way  to  the  finish  line  and  put  on  a 
burst  of  speed  that  reminded  observers 
of  his  youth.  Was  it  enough  to  finish  first7 


COMMENT 

We  left  our  fable  open-ended  be- 
cause we  do  not  yet  know  how  the  con- 
test for  dominance  in  the  computer  field 
will  turn  out 

Certainly,  there  is  little  reason  at  this 
point  to  forecast  a  loss  of  position  for 
U.S.  computer  manufacturers.  It  is  one 
of  our  more  vital  and  dynamic  indus- 
tries, and  the  U.S.  retains  an  acknowl- 
edged lead  in  the  critical  software  area. 

There  is,  however,  good  reason  for 
the  industry  to  take  a  good  look  at  its 
operations  and  its  markets.  Foreign 
competition,  particularly  Japanese,  is 
gaming  on  us.  And  it  is  well  to  remem- 
ber that  an  industry  can  be  technologi- 
cally superceded  by  foreigners  through 
steadily  applied,  widespread,  in- 
cremental improvements. 


II. 

U.S. 

TELECOMMUNICATIONS 
REGULATION 
IN  THE  1980s 
by  Peter  D.  Shapiro 

Telecommunications  spending  by 
business  users,  and  by  individual  con- 
sumers as  well,  will  be  more  avidly 
courted  and  more  vigorously  disputed 
among  suppliers  of  devices  and  serv- 
ices m  the  1980s,  given  the  current  pro- 
competition  trend  in  regulatory  policy. 

After  a  decade  in  which  regulatory 
decisions  have  tended  to  expand  the 
scope  of  competitors  to  AT&T  in  net- 
work services  and  terminal  equipment 
markets,  the  focus  at  the  Federal  Com- 
munications Commission  (FCC)  and 
Congress  is  shifting  to  AT&T  itself  The 
policy  objective  now  is  to  unleash  AT&T 
from  outdated  or  unfair  regulatory  con- 
straints, and  to  relieve  the  government 
from  the  burdens  of  enforcing  these 
constraints.  Examples  include  intermi- 
nable regulatory  proceedings  gener- 
ated by  almost  every  AT&T  tariff  filing, 
even  for  services  supposedly  subject  to 
the  dictates  of  the  competitive  market- 
place, and  the  1 956  AT&T  Consent  De- 
cree which  prevents  AT&T  from  offering 
unregulated  services  such  as  data  pro- 
cessing. 

The  new  regulatory  (or  more  precise- 
ly, deregulatory)  patterns  of  the  1980s 
would  have  surprised  participants  of 
just  a'few  years  ago.  This  would  be  true 
in  most  telecommunications  markets 
regulated  by  the  FCC,  not  only  in  com- 
mon carrier  areas.  For  example,  the 
1970s  began  for  the  cable  television 
industry  with  the  FCC's  promulgation  of 
a  formidable  set  of  restrictions  on  CATV 
programming  and  services  These 
were  demanded  by  TV  broadcasters 
fearful  of  potential  audience  fragment- 
ing impact.  Recently,  the  last  significant 
remnant  of  these  rules  was  repealed 
Recognizing  the  inevitable,  CBS  par- 
ticipated in  1980  for  the  first  time  in  a 


Who  has  the  capability 

to  transmit  your  information 

with  99.99999%  accuracy? 


American  Satellite.  We're  a 
system  you  can  relay  on. 


Reliability.  If  a  business  commu- 
nications system  doesn't  have  it, 
all  the  other  advantages  are 
meaningless.  Our  American 
Satellite  system  can  offer  you  the 
kind  of  accuracy  that  generates 
only  one  error  in  every  10  million 
bits  of  information. 

Accuracy  is  only  one  aspect  of  the  American 
Satellite  story.  Flexibility  is  another.  We  can  tailor  a 
satellite  communications  system  to  your  specific 
needs  for  voice,  data  and  image.  And  as  your 
needs  change,  our  system  can  change  right 
along  with  them.  Servicing  is  easy  due  to  our 


)  1980  American  Satellite  Company.  Germantown.  MD 


design,  and  so  is  the  incorpora- 
tion of  new  technology. 

American  Satellite  has  pio- 
neered many  advances  in  the 
communications  field,  but  we 
never  lose  sight  of  the  basic  fact 
that  a  system  is  only  as  good  as 
it  is  accurate.  And  we're  99.99999%  sure  that 
we're  the  best.  For  more  information  write  to 
American  Satellite  Company,  20301C4 
Century  Blvd., Germantown,  Maryland  20767. 

AMERICAN 
SATELLITE 
COMPANY 

Between  heaven  and  earth 
there's  little  we  cant  do. 


7land  20767. 
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convention  of  the  National  Cable  Televi- 
sion Association  (NCTA)  Its  new  unit, 
CBS  Cable,  proclaimed  "you'll  be 
hearing  from  us,"  not  in  Appeals  Court 
or  at  the  FCC  or  in  Congress,  but  as 
marketers  of  a  channel  of  advertiser- 
supported  programming  via  satellite  to 
participating  CATV  systems. 

Market  entry  by  independent  ("inter- 
connect") suppliers  of  telecommunica- 
tions terminals  and  by  specialized  com- 
mon carriers  was  contested  at  the  FCC 
by  AT&T  and  independent  telephone 
companies.  There  were  fits  and  starts, 
with  events  sometimes  propelled  by 
Appeals  Court  decisions,  but  the  over- 
all pro-competition  drive  of  FCC  policy 
has  consistently  overridden  telephone 
companies'  concerns.  FCC  policy  on 
terminal  equipment,  which  involves  ev- 
erything from  computer-based  PABX 
systems  and  data  terminals  to  residen- 
tial telephones,  has  evolved  from  per- 
mitting use  of  interconnect  terminals 
under  certain  restrictions  to  a  wide- 
ranging  decision  released  this  year 
which  would,  by  1982,  deregulate  all 
terminal  equipment,  including  AT&T's, 
permitting  direct  network  connection  of 
any  device  registered  at  the  FCC 

In  network  services,  the  pro- 
competition  policy  was  firmly  launched 
roughly  10  years  ago  with  the  FCC 
opening  to  specialized  carriers  the 
business  market  for  interstate  private 
lines.  Inexorably,  the  opening  has  wide- 
ned to  include  private  switched  network 
services  (as  used  by  the  federal  gov- 
ernment, AFMNC,  General  Motors, 
among  others)  and  then  public  switch- 
ed network  services  (in  other  words, 
long  distance  telephone  service).  Re- 
cently, even  residential  telephone  cus- 
tomers have  been  exhorted  in  many 
cities  to  "reach  out  and  touch  some- 
one," not  through  Bell's  long  distance 
service  but  through  a  iower-pnce  spe- 
cialized carrier's. 

Here,  as  in  the  broadcast-vs-cable 
TV  arena,  some  players  have  changed 
sides.  GTE  acquired  Telenet,  a  special- 
ized data  communications  carrier,  and 
applied  to  provide  intercity  network 


services  via  its  own  satellite  system, 
thus  becoming  what  used  to  be  known 
as  an  "other  common  carrier"  (in  dis- 
tinction from  telephone  common  car- 
riers) Continental  took  a  similar  route  in 
acquiring  a  share  of  American  Satellite 
Corporation.  GTE  also  has  become 
quite  active  as  an  "interconnect"  ter- 
minal supplier. 

Now,  AT&T  is  preparing  to  sell  tele- 
phone sets  to  consumers.  Sale  of  ter- 
minals used  to  be  a  hallmark  of  "inter- 
connect" suppliers  in  competition  with 
tariffed  rented  offerings  of  telephone 
companies.  Clearly,  the  1980s  are 
going  to  be  different,  if  for  no  other 
reason  than  the  invalidating  of  categor- 
ies by  which  we  currently  understand 
the  telecommunications  industry  parti- 
cipants and  their  interests. 

1980s  ISSUES 

In  its  1979  Annual  Report.  AT&T 
noted  growth  in  revenues  from  Yellow 
Pages  advertising  (  "directory  ser- 
vices") and  "other"  since  the  previous 
year  of  over  $400  million.  This  was  less 
than  10%  of  AT&T's  total  revenue 
growth  in  this  period,  but  it  exceeded 
the  total  revenues  of  all  specialized 
common  carriers  combined.  Regula- 
tory policies  that  affect  AT&T  are  the 
ones  that  count  in  the  end  for  U.S.  busi- 
ness and  citizens,  Bell's  customers  all. 

Policy  makers  have  turned  to  sepa- 
rate subsidiaries  as  the  way  to  unleash 
AT&T  from  outdated  or  unfair  con- 
straints, enhance  and  protect  competi- 
tion, and  accomplish  some  measure  of 
deregulation.  The  FCC's  decision  re- 
leased last  May  in  its  Second  Computer 
Inquiry,  widely  known  as  Computer  ft, 
requires  AT&T  and  GTE  to  create  arms- 
length  subsidiaries  in  order  to  market 
services  which  are  "enhanced''  by 
communications  processing  functions. 
Such  services  would  include  packet 
switching  data  networks  which  enable 
dissimilar  terminals,  e.g.  facsimile 
machines,  to  communicate.  AT&T's 
proposed  "Dial-It"  service  for  media- 
stimulated  mass  calling,  as  in  telethons, 
also  has  been  categorized  by  the  FCC 


as  "enhanced  The  subsidiaries  ser- 
vices could  include  data  processing 
The  subsidiaries  also  would  sell  cus- 
tomer-premises equipment  (CPE),  for 
example  PABX  systems.  The  arms- 
length  subsidiaries  would  not  be  sub- 
ject to  FCC  rate  or  service  regulations. 
Still  regulated,  however,  under 
Computer  II  would  be  the  basic  trans- 
mission services  such  as  long  distance 
telephone  and  private  line  services 

AT&T  has  announced  that  it  intends 
to  sell  Design  Line  telephone  sets,  com- 
plete with  all  working  parts.  After  tariffs 
are  approved,  the  sets  will  be  sold 
through  some  1800  PhoneCenter 
stores  as  well  as  Bell  System  business 
offices.  When  Computer  II  takes  effect, 
such  tariffs  will  no  longer  be  required 
Thus,  the  pieces  are  in  place  for  the 
regulatory  moves  of  the  1980s  The 
public  policy  goal  is  to  restructure  AT&T 
so  that  it  can  participate  effectively  but 
fairly  m  deregulated  competitive  mar- 
kets. AT&T's  objectives  are  to  make 
available  to  its  arms-length  subsidiaries 
as  many  resources  as  possible  with 
minimal  burden  to  the  subsidiaries.  Its 
competitors  objectives  are  exactly 
opposed. 

As  always,  conflicting  interests  in  the 
private  sector  will  find  expression  in 
public  policy  ambivalence  Already.  HR 
6121.  the  House  bill  to  revise  the  Com- 
munications Act.  carries  amendments 
that  would  prohibit  AT&T's  non- 
regulated  subsidiary  from  marketing 
videotex  services  (an  amendment 
urged  by  the  American  Newspapers 
Publtshers  Association),  residential  and 
business  security  services  (the  security 
services  industry),  or  cable  television 
services  (the  CATV  industry).  Such 
amendments  may  not  survive  in  the  leg- 
islation that  is  finally  enacted. 

Videotex  services  are  being  pilot 
tested  around  the  world,  in  Europe. 
Canada.  Japan  and  the  U.S.  The  term 
"videotex"  refers  to  systems  that  use  a 
modified  TV  set,  or  standard  TV  with 
adapter,  to  display  computer-based 
text  and  graphical  information.  Interac- 
tive videotex  tests  almost  everywhere 


Pan  Am  goes  first  class 
with  Nixdorf. 


Nobody  knows  the  meaning  of  first  class  better 
than  Pan  Am.  So  when  Pan  Am  says  they  get 
first  class  performance  from  Nixdorf  computers, 
you  can  be  sure  they  know  exactly  what  they're 
talking  about.  Especially  when  discussing  the 
consolidation  of  passenger  and  cargo  revenues 
from  all  their  operating  branches. 

Why  Nixdorf?  Because  of  our  unique  user- 
oriented  commitment  to  simplicity  that  results 
in  the  smoothest,  most  productive  man/ 
machine  interface  in  the  industry. 

User-orientation.  It  was  our  philosophy 
more  than  a  quarter  of  a  century  ago  when  we 


pioneered  the  workstation  computer.  And  it's 
our  philosophy  today. 

In  the  design  and  production  of  complete 
systems  for  either  stand-alone  or  distributed 
data  processing  and  word  processing  applica- 
tions, Nixdorf  is  dedicated  to  one  simple  idea: 
People  who  use  computers  should  have  com- 
puters they  can  use.  Maybe  that's  why  Pan  Am 
and  so  many  other  major  companies  go  first 
class  with  Nixdorf. 

Nixdorf  Computer  Corporation,  168 
Middlesex  Turnpike,  Burlington,  MA  01803. 

Photo  Courtesy  of  Pan  American  World  Airways,  Inc. 
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NOBODY  COULD  UNDE 

LIKE  PEOPLE  l 

WEL 

Every  business  has  a  language  of  its  own. 
Its  own  technical  problems.  Parameters.  Benchmarks. 
"No  Trespassing'  signs.  Ground  that's  already  been  plowed  a 


Over  450  people  with        Over  300  experts  from 
backgrounds  in  various       the  fields  of  State  and 
areas  of  Manufacturing.     Local  Government. 


More  than  120  men  and 
women  who  have  come 
from  the  Airlines 
business. 


100  "Listeners"  with.  And  many  more 

extensive  experience  in  specialists  for 

the  sophisticated  area  other  industries, 
of  Energy. 


Sperry  Univac  is  a  division  of  Sperry  Corporation 


Sperry  Univac  is  a  registered  trademark  of  Sperry  Co 
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\zas  ripe  jar  cultivation.  Things  it  would  take  an  outsider  months 
hot  years,  to  catch  up  with. 

A    People  in  all  hinds  of  businesses  have  been  saying  this 
'years. 

Sperry  Univac  listened. 

We  hired  dozens  of  top  professionals  from  the  fields  of 
mufacturing  state  and  local  government,  airlines,  energy 
d  many  other  industries,  so  that  when  you  call  us  with  a  prob- 
a,  you  11  frad  a  knowledgeable  as  well  as  sympathetic  ear  on 
\  other  end  of  the  conversation.  Start-up  time  is  minimized. 
\e  likelihood  of  a  fast  solution  is  maximized. 

We  probably  dont  have  to  tell  you  that  for  the  past  30  years 
pry  Univac  computer  hardware 
d  software  have  been  setting 
wld  standards  for  quality.  What  we 
mid  like  to  tell  you  is  that  we  have 
I  best  "listeners"  in  the  world,  to 
ft  this  technical  excellence  to  work 
I  you.  We  hope  yoxire  listening. 

SPERW^UNIVAC 

The  computer  people  who  listen. 
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you.  To  prove  it,  simply  send  us  this  coupon,  and  we'll  send  you  a  free 
brochure  on  what  they  have  to  say  about  your  business.  For  other  indus- 
tries, we  have  a  Genera/  Capabilities  brochure.  Please  check  the  bro- 
chure you  u-ant,  and  mail  this  coupon  to:  Sperry  Unwac,  Dept.  100, 
P.O.  Box  500,  Blue  Bell,  Pa.  19424. 
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involve  the  telephone  companies  or 
governmental  administrations.  For  ex- 
ample, the  British  Post  Office  offers  Pre- 
stel  (formerly  Viewdata)  in  the  U.K.;  the 
PTT  provides  Electronic  Directory  and 
Teletel  in  France;  Nippon  Telephone 
and  Telegraph  is  testing  its  CAPTAIN 
system  m  Japan;  Bell  Canada  is  active 
with  VISTA;  and  AT&T  in  several  U.S. 
projects. 

AT&T  would  be  in  a  good  position  to 
exploit  its  Yellow  Pages  information 
database,  easily  upgradable  into  elec- 
tronic classified  advertising,  as  a 
catalyst  for  a  videotex  service.  It  has  the 
capacity  to  mass  produce  inexpensive 
videotex  TV  adaptors  or  special  CRT 
terminals.  It  stands  to  gam  from  in- 
creased local  calling  for  videotex  in- 
quiries once  residential  local  telephone 
rates  become  usage  sensitive.  Its  pilot 
projects — an  electronic  directory  test  in 
Albany,  N.Y.,  and  a  joint  project  with  the 
Knight  Ridder  newspaper  chain  in 
Florida — demonstrate  recognition  of 
opportunities  worth  exploring 

Videotex  is  an  example  of  a  service 
which  AT&T  could  provide  as  a  result  of 
the  FCC's  Computer  II  decision. 
Formerly,  the  company  was  blocked — 
and  according  to  the  Department  of 
Justice,  still  is  under  AT&T's  1 956  Con- 
sent Decree — from  entering  that  field. 

III. 

PRODUCTIVITY  '85 

by  Vincent  Giuliano 

Let's  start  out  on  a  rainy  Tuesday 
night  in  September  1 985  I  am  in  a  motel 
in  a  dreary  industrial  suburb  of  Sandus- 
ky, Ohio,  there  as  part  of  a  two-day  busi- 
ness trip,  visiting  an  industrial  client  that 
has  been  slow  to  adopt  teleworking 
technologies.  It's  7  45  PM,  after  dinner 
with  the  clients,  and  I  feel  like  being 
productive — doing  something  that  is 
not  too  stressful  and  that  can  be  com- 
pleted easily.  I  decide  to  pay  my  bills, 
so  I  go  down  to  the  motel  desk  and 
check  out  a  terminal  adapter  for  the  TV 
set  in  my  room.  It  is  a  typewriter-like 
keyboard  that  plugs  into  the  TV  set  and 
makes  it  into  a  versitile  computer  ter- 


minal. It  will  be  well  worth  the  $3  per 
hour  hotel  service  charge.  My  connec- 
tion is  out  over  the  dedicated  data 
phone  line  in  my  room,  via  the  Sandusky 
node  of  the  phone  company's  ACS  data 
network  to  the  computer  belonging  to 
my  personal  information  service  utility  in 
Boston  That  computer  talks  to  my 
bank's  computer,  and  the  bank's  com- 
puter talks  to  yet  other  computers  run 
by  the  credit  card  and  other  financial 
organizations  that  serve  me.  But  all  this 
is  so  automatic  I  don't  need  be  con- 
cerned with  it.  I  simply  type  in  my  per- 
sonal identifier  code  and  security  pass- 
word, and  then  request  "Pay  Bills." 

Each  bill  appears  as  a  two-line  item 
on  the  TV  screen  in  front  of  me.  A  single 
keystroke  is  enough  to  order  it  paid. 
Many  of  my  bills,  like  mortgage,  insur- 
ance, electricity,  gas  and  oil,  are  on 
automatic  payment.  Yet  I  like  to  quickly 
step  through  those  anyway,  just  to  keep 
track  of  where  my  money  is  going.  A 
single  keystroke  can  be  used  to  request 
further  details  on  a  bill,  such  as  descno- 
tions  of  charge  card  purchases.  I  am  in 
complete  control:  with  just  a  few  keys- 
trokes I  can  make  a  partial  payment, 
simply  hold  an  item.  or.  if  I  think  a  bill 
may  be  incorrect,  send  a  message  to 
the  issuer.  Reconciliation  takes  about 
30  seconds.  Automatic  interbank 
account  transfers  and  borrowing  up  to 
authorized  credit  limits  are  similarly 
handled,  as  can  be  review  of  previous 
month  payments,  running  of  personal 
financial  analyses,  review  of  investment 
performance,  handling  of  stock  market 
buy-sell  transactions,  etc.  I  have  weekly 
records  of  all  transactions  mailed  to  me 
just  for  backup,  although  I  hardly  ever 
refer  to  them. 

The  productivity  benefits?  The  hotel, 
the  telecommunications  and  service 
supplier  organizations  get  fees;  the 
bank  reduces  its  float;  the  merchants 
get  paid  promptly,  the  economic  sys- 
tem runs  tighter.  The  main  benefits  are 
distributed  right  to  me,  the  user,  howev- 
er, by  making  my  time  more  productive. 
I  have  a  capability  to  do  a  useful  job 
when  and  where  convenient  to  me. 


There  are  far  better  records  of  my  per- 
sonal finances  available  at  tax  time. 
Most  importantly,  some  thirty  two  hours 
of  time  formerly  spent  on  rather  me- 
chanical work  becomes  available  each 
year — equivalent  to  four  more  working 
or  vacation  days. 

My  next  day's  work  in  Sandusky  in- 
volves a  report  on  and  discussion  of  a 
company  being  considered  as  an  ac- 
quisition by  the  client  manufacturing 
concern — an  organization  called 
"Tailormate"  whose  mode  of  business 
operation  is  rather  strange  to  the  tradi- 
tion of  the  rather  stolid  client  organiza- 
tion. Tailormate  is  now  a  national-level 
business  with  a  phenomenal  growth 
record  Founded  in  1981 ,  it  is  already  a 
$25  million  a  year  business  and,  grow- 
ing at  40%  annually,  is  clearly  heading 
up  into  the  several  hundred-million 
range  Originally  set  up  as  a  service 
business  to  serve  custom  men's  tailor 
shops  and  men's  departments  in  exclu- 
sive department  stores,  it  has  found  a 
wide-open  market  in  medium-priced 
men  s  departments  as  well,  and  is  cur- 
rently negotiating  with  very  large  retail 
chain  outlets.  Here  is  how  Tailormate 
works:  A  customer  who  wants  a  tailor- 
made  men's  suit  in  any  store  served  by 
Tailormate  starts  out  by  selecting  one  of 
some  50  styles  of  suits,  and  any  of  some 
300  fabrics,  working  from  sample 
Oooks  and  miniature  models  wearing 
suits  of  different  styles.  The  customer 
can  also  specify  special  variations  if  he 
desires  For  first-time  customers,  a  very 
careful  measurement  profile  is  made, 
using  special  instruments  including  a 
stereo  optical  video  camera  as  well  as 
usual  tape  measurements.  All  the  data 
is  entered  into  a  terminal  located  in  the 
store  which  connects  to  the  Tailormate 
computer.  The  terminal  responds  with  a 
graphic  image  showing  the  customer 
what  the  suit  will  look  like  on  someone  of 
his  shape,  as  well  as  time  of  delivery. 
There  are  now  local  Tailormate  produc- 
tion facilities  in  ten  major  cities,  where 
cloth  inventories  are  kept  and  cloth  is 
automatically  cut  by  computer-pro- 
grammed laser  cutting  machines  ac- 
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INTRODUCING 
)ATA  GENERAL'S 
vJEWCS/10. 

It  has  been  estimated 
)y  even  the  most  sober 
)bservers  that  during  the ' 
nonths  somewhere  in  the  nei 
lundred  thousand  small 
)usinessmen  will  purchase 
heir  very  first  computer. 

Isn't  it  curious  that, 
mtil  now,  there  was  no 
•.omputer  perfectly  suited 
o  be  a  first  computer? 

In  fact,  the  choice 
larrowed  down  to  com- 
pters that  were  either  _ 

oo  much  or  too  little    THF  DT  TP  PO^F 
were  not  capable  of    1  1  11-1  1    U1M  V/lJLj 

xpanding  to  accom- 
nodate  any  but  the  most 
tagnant  of  businesses. 
\  category  we  earnestly 
lope  you  do  not  fall  into. 

Which  is  precisely 
vhy  we  at  Data  General 

ngineered  the  new  CS/ 10.  While  the  CS/ 10  is 
asily  affordable  (actually  it's  the  lowest  pnced- 
> 10,950  list-serious  multi-terminal  computer  in 
\menca),  it  is  designed  to  provide  a  wide  range 
•f  sophisticated  functions  with  enormous  possibl- 
es for  expansion. 

You  can  begin  simply,  with  one  work  station 
rhen,  as  you  prosper,  you  can  expand  the  capabil- 
les  of  your  CS/ 10  up  to  four  work  stations- with- 
ut  having  to  throw  away  everything  you've  built 
nd  start  from  scratch. 

Furthermore,  the  CS/ 10  is  not  just  one  lone- 
/  machine.  It  is  part  of  a  family  of  program  and 
lata-compatible  systems.  And  the  application  soft- 
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ware  you  use  with 
your  CS/10  can  be 
used  in  any  CS  system 
you  grow  into,  up  to 
the  CS/  70,  so  you 
dn't  suffer  financial  hardships  due  to  success. 
And  perhaps  most  comforting,  we  have  worldwide 

field  service  support. 

And  a  network  of 
independent  business 
systems  suppliers  who 
have  vast  experience  at 
guiding  businessmen 
through  the  complexities 
of  fitting  a  system  to  the 
precise  idiosyncrasies 
of  their  particular  busi- 
ness-as  well  as  an  abso- 
lute genius  for  doing  so 
with  a  minimum  of 
confusion,  anxiety  and 
hand-wringing. 

(After  all  ,we  have 
installed  more  than 
80,000  small  computers 
around  the  world.) 
If  you'd  care  to  know  more  about  the  new  Data 
General  CS/  10-and,  believe  it  or  not,  there  is 
more  to  tell -simply  fill  out  the  coupon  below  and 
we'll  be  happy  to  inundate  you  with  information. 

i  w  Data  General 

FBS-11  10-Hol 

Mail  to:     Data  General  Corporation 

4400  Computer  Drive,  MS  C228,  Westboro.  MA  0 1 580 
Attention:  Marketing  Communications  Department 
Please  send  me  free  information  on  Data  General  computers. 
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cording  to  the  style  and  measurement 
specified.  Customers  can  specify  either 
hand-sewn  suits  or  ones  with  adhesive- 
bonded  seams  The  latter  are  made 
almost  completely  automatically  using 
robot  glueing  and  laser-bonding 
machines,  are  quite  rugged  and  cost 
far  less.  Turnaround  time  for  a  suit  to  be 
delivered  back  to  the  store  is  one  day 
for  a  adhesive-bonded  suit,  three  days 
for  the  hand-sewn  ones  The  glued 
suits,  incidentally,  are  marketed  as 
"laser-stitched." 

The  productivity  benefits7  There  are 
several,  starting  with  significantly  re- 
duced labor  hours  required  for  manu- 
facturing, particularly  of  the  adhesive- 
bonded  suits.  For  the  retailer,  there  are 
significant  advantages  to  the  virtual 
elimination  of  an  inventory  of  finished 
suits  with  associated  costs,  uncertain- 
ties and  risks.  From  the  manufacturing 
viewpoint,  there  is  concentration  and 
therefore  significant  reduction  in  cloth 
inventory  that  has  to  be  carried,  as  well 
as  reduction  of  cloth  wastage  due  to 
computer-controlled  cutting  For  the 
customer,  the  advantage  is  availability 
of  a  rugged  good-looking  custom- 
tailored  suit  in  the  low  to  medium  ready- 
made  suit  price  range.  What  the  proc- 
ess does  is  provide  a  custom-made  suit 
with  the  same  cost  and  timely  availabil- 
ity to  the  customer  of  a  ready-made  suit. 
For  the  U.S.  national  economy,  the  Im- 
plications of  Tailormate  are  the  recap- 
ture of  a  growing  segment  of  the  gar- 
ment industry  from  Italy,  Spam,  Hong 
Kong  and  Japan.  Clever  though  these 
foreigners  may  be,  they  can't  beat  the 
Tailormate  formula,  which  can  be  easily 
extended  to  making  shoes,  ladies  gar- 
ments, slipcovers,  rugs  and  many  other 
consumer  goods. 

1  The  Tailormate  example  illustrates 
several  important  current  trends:  direct 
linkage  of  computer-aided  design 
(CAD)  and  computer-aided  manufac- 
turing (CAM)  systems,  computer  com- 
munications linkage  of  small  decentral- 
ized businesses  and  their  supplier 
organizations,  customization  of  pro- 
duction, continuing  reduction  of  labor 


hours,  reduction  of  inventory  costs  and 
materials  wastage,  more  addition  of 
value  to  products,  a  total  systems 
approach  to  both  manufacturing  and 
distribution  with  resulting  recapture  of 
some  manufacturing  markets  by  U  S. 
businesses 

These  examples  are  intended  to 
illustrate  that  productivity  means  far 
more  than  increasing  output  per  labor 
hour,  although  it  certainly  includes  that 
It  is  about  producing  value,  and  ulti- 
mately that  means  increasing  the  quali- 
ty of  lives.  The  beneficiaries  of  produc- 
tivity increases  can  be  a  company's 
shareholders  who  see  growth  and  in- 
creased profits,  they  can  also  be  work- 
ers on  the  |ob.  customers  served  and 
others  indirectly  impacted,  like  my  chil- 
dren. The  simplest  form  of  productivity 
increase  involves  getting  more  of  the 
same  kind  of  output  from  an  hour  of 
worker's  time,  like  more  letters  typed  in 
a  hour  by  a  secretary.  But  the  greatest 
leaps  in  productivity  are  likely  to  result 
through  other  means,  though,  such  as 
through  basic  restructuring  of  the  work 
itself.  The  possibilities  involve  generat- 
ing total  output  per  worker,  but  produc- 
ing output  of  much  higher  value,  such  a 
by  replacing  reams  of  slow  typed  cor- 
respondence with  crisp  instantaneous 
electronic  communications  among  ex- 
ecutives themselves. 

The  examples  are  just  a  small  starter 
list.  They  are  put  forward  mainly  to  illus- 
trate, with  greater  depth  of  perception, 
the  already  well-distributed  writings 
that  generalize  on  enhanced  productiv- 
ity benefits  in  office  and  communica- 
tions automation.  The  stakes  by  1990 
could  literally  be  expressed  in  terms  of 
hundreds  of  billions  of  dollars  of  aggre- 
gate benefits 

IV. 

DECENTRALIZED  WORK 
AND  SOCIETY 
by  Gary  A.  Marple 

Arthur  D.  Little,  Inc. 
Given  that  the  basic  nature  of  work  is 
social,  a  change  in  work  goes  hand-in- 


hand  with  changes  in  social  structure. 
The  information  revolution  did  not  start 
the  trend  to  decentralized  work  loca- 
tions. Initial  forces  which  led  to  the  trend 
were  desires  for  lowered  costs  and  a 
better  operating  environment. 

By  way  of  illustration,  let  us  consider 
the  paradox  of  modern  business  and 
home  space  Their  costs  are  similar  on 
a  per-square-foot  basis,  and.  with  the 
emergence  of  two-worker  households, 
large  numbers  of  either  are  empty  at  the 
same  time  the  other  is  occupied  Thus, 
most  households  are  empty  during  the 
day  while  most  business  space  is  emp- 
ty at  night  In  addition,  most  of  us  own 
mobile  personal  space,  the  auto,  to  get 
from  one  to  the  other 

This  separation  of  work  space  from 
home  space  evolved  from  access  to 
cheap  energy,  a  relatively  low  value  on 
personal  time,  the  high  time  and  money 
costs  of  obtaining  information,  and  pro- 
ductivity improvements  possible 
through  division  of  labor.  The  first  three 
items — energy  costs,  value  of  personal 
time,  and  costs  of  information — are 
cnangmg  rapidly.  This,  coupled  with 
the  fact  that  certain  kinds  of  work  have 
failed  to  show  productivity  improve- 
ment through  division  of  labor,  has  re- 
sulted m  work  being  moved  away  from 
metropolitan  and/or  centralized  loca- 
tions, i.e.,  from  factories  to  think  tanks 

All  of  these  forces  have  combined  to 
shape  what  may  be  termed  "location 
modularization.''  with  modules  being  lo- 
cated closer  to  where  the  principal 
types  of  members  of  the  work  force 
want  to  live  One  of  the  roles  of  the  in- 
formation revolution  will  be  to  take  this 
further  toward  where  and  when  the  prin- 
cipal types  of  members  of  the  work 
force  want  to  work.  Already  one  can  see 
word  processing  systems,  for  example, 
allowing  secretary/typist  mothers  to 
work  where  and  when  they  want. 

If  one  considers  that  workers  may 
never  move  and  that  their  incomes  may 
not  be  highly  dependent  on  jobs  avail- 
able within  auto  or  public  transit  com- 
muting distance,  the  basis  for  selecting 
where  to  live  will  drastically  revise  real 


There's 
simply  no 

better  way  to 
automate 

your  office. 


If  you're  taking  steps  to 
automate  your  business,  here 
are  two  ways  to  take  a  lot  of 
steps  at  once. 

Wang  Office  Information 
Systems  and  the  Wang  VS 
family  of  computers. 

While  most  systems  on  the 
market  perform  one  or  two  functions, 
Wang  office  systems  can  do  it  all  -  data 
processing,  word  processing,  elec- 
tronic mail  and  telecommunications. 

What's  more,  Wang  systems  let  you 
integrate  these  functions  to  maximize 
your  productivity.  So  a  single  operator 
'can  move  from  checking  invoices  to 
composing  correspondence,  to 
editing  documents,  to  revising  data 
pes,  to  accessing  host  data,  to  distrib- 
uting messages  and  memos- and 
plenty  more.  All  from  a  single  multi- 
function workstation. 

Choose  the  VS  if  data  process- 
ing is  the  main  thrust  of  your  office 
automation  plans.  Or  a  Wang  Office 

I©  1980  Wang  Laboratories,  Inc  ,  Lowell.  MA  01851 


You  simply  can't  do  better. 

Let's  face  it:  what  you're 
looking  for  in  an  office  auto- 
mation tool  is  productivity. 
For  now  and  later. 

And  productivity  is  what 
Wang  is  all  about. 

I  want  to  put  it  all  together.'' 
Tell  me  more  about  Wang 
office  automation  systems. 


_Zip_ 


nformation  System  V  if  word  pro- 
cessing is  your  primary  need.  Either 
way,  you  won't  find  a  comparable 
system  anywhere  with  this  much 
integrated  capability  and  this  much 
simplicity  at  the  workstation  level. 


Telephone  ,  

Send  to.  Wang  Laboratories.  Lowell,  MA  01851 
(617)  459-5000 

MA1/F110 


WANG) 


Making  Ihe  world  more  productive. 


estate  values  in  formerly  "convenient" 
suburbs.  More  remote,  less  densely 
populated  suburbs,  whose  lower 
values  were  often  a  function  of  how  far 
they  were  from  work  centers,  and  small 
towns  in  rural  locations,  whose  lower 
values  were  a  reflection  of  the  difficulty 
of  earning  a  living,  are  likely  to  see 
much  more  appreciation  in  their  proper- 
ty values  in  the  next  two  decades.  Con- 
venience for  personal,  avocational  and 
recreational  pursuits  may  become  pa- 
ramount for  a  third  to  a  half  of  the  house- 
holds. 

How  one  goes  about  selecting  a 
spouse  also  may  change.  Many  a  mar- 


riage has  suffered  when  the  husband 
and/or  wife  retired  and  had  to  face  his  or 
her  spouse  every  day,  all  day.  In 
Toffler's  "Electronic  Cottage,"  the  re- 
quirements for  compatabihty  will  be 
quite  high.  On  the  other  hand,  the  ability 
to  keep  up  with  each  other's  job 
interests  and  work  circumstances  will 
be  greater,  thereby  making  it  less  likely 
that  spouses  will  grow  apart. 

Children,  in  the  meantime,  will  have 
"work  day"  role  models  that  they  can 
observe  firsthand.  Instead  of  saying  to 
his  or  her  playmate.  "My  daddy  is  a 
manager,  and  he  gets  on  the  710 
train,"  the  child  is  more  likely  to  say,  "My 
daddy  is  in  charge  of  accounts  pay- 
able, and  he  gets  on  the  IBM;  come 
over  and  see  what  he  does  after  I  finish 
my  homework  on  the  Apple." 

The  home  itself  will  continue  to 
change  in  size,  layout  and  function.  The 
trend  toward  larger  houses  in  new  con- 
struction is  likely  to  continue  as  popula- 
tions continue  to  decentralize,  yielding 
lower  densities.  Storage  needs  will  con- 
tinue to  increase;  larger  refrigerators 
and  freezers,  allowing  for  a  reduction  in 
shopping  trips,  will  become  the  norm, 
and  more,  "garage"  space  will  be 
needed,  not  only  for  cars,  but  mopeds, 
bicycles,  lawn  and  garden  items,  etc 
Living  space  will  become  more  "mod- 
ularized," with  the  private  living  wing 
separated  from  the  working  area,  and 
both  independently  accessible  from  in- 
side or  outside.  Tax  laws  will  encourage 
this  type  of  arrangement,  as  will  the 
need  for  a  different  "rhythm"  and  flow  to 
the  home  which  is  both  business  and 
personal. 

Since  work  will  be  performed  at  var- 
ious times  and  face-to-face  supervision 
will  be  minimal,  the  nature  of  com- 
pensation and  the  employment  con- 
tract will  change.  Compensation  will 
shift  to  a  performance  measured  basis 
with  "time  on  terminal"  and  "number  of 
items  executed  becoming  a  basis  for 
pay.  The  opportunity  to  perform  two  or 
more  jobs  for  two  or  more  employers  will 
become  common,  and  employers  will 
have  the  ability  to  identify  and  hire  from 


a  larger  pool  of  workers.  Instead  of  wor- 
rying about  being  fired,  workers  may 
have  to  decide  whether  they  will  accept 
an  access  code  and  payment  to  be  ex- 
clusively available  for  a  specific  em- 
ployer, especially  the  very  good  work- 
ers with  an  unusually  high  rate  of  per- 
formance Poorer  performers,  on  the 
other  hand,  may  have  to  decide 
whether  to  work  the  additional  hours 
necessary  to  obtain  an  income  suffi- 
cient for  what  they  need,  or  seek  other 
kinds  of  employment  (many  traditional 
jobs  and  work  places  will  remain). 

The  same  forces  that  decentralize 
work  will  allow  the  separation  of  other 
forms  of  information-dependent  "work  " 
The  shopping  task  becomes  more 
onerous  in  that  a  single  store  doesn't 
carry  ail  brands  and  models  of  products 
in  any  single  line.  Information  as  to 
what's  available  and  where  to  obtain  it  is 
already  an  important  part  of  our  social 
fabric;  the  rapid  rise  of  specialty  maga- 
zines (what's  available)  and  the 
mushrooming  of  "800"  telephone  num- 
bers (where  to  obtain  it)  give  testimony 
to  the  needs  for  distributed  information 
It  is  entirely  conceivable  that  within  the 
decade  such  items  as  buyers'  guides, 
consumer  testing  publications  and 
even  the  Sears  Roebuck  catalog  will  be 
on  video  discs,  because  they  are  less 
expensive  to  distribute  than  physical 
magazines  and  catalogs  and  can  pro- 
vide "live  demonstrations"  as  well  as 
conventional  pages  A  national  "yellow 
pages  of  what  are  now  "800  numbers 
may  allow  for  directly  accessing  and 
storing  on  your  home  computer  where 
to  order,  where  to  go  for  a  demonstra- 
tion of  specific  models  and/or  where  to 
go  to  pick  up  the  model  you  wish. 

Similarly,  currently  televised  adult 
education  provides  a  rudimentary  mod- 
el for  future  adults  wishing  to  undertake 
self-improvement,  career-change  or 
recreational  learning  in  a  more  pleasing 
and  time-efficient  manner.  Random  ac- 
cess video  discs  coupled  with  micro- 
processors and  the  home  television  set 
can  bring  the  classroom  into  the  home, 
saving  the  typical  two  hours  of  commut- 


If  you're  serious  about 
the  stock  market,  you  need 

Tickertec" 


Watch  48  to  400  of  your  favorite 
stocks  without  a  15  minute  delay. 

Tickertec™  is  a  computer  program  that  displays 
the  NYSE  or  AMEX  tickertape  on  your  TRS-80™ 
Model  I  or  both  exchanges  as  an  option  on  the 
Model  II.  You  see  every  trade  as  it  is  reported  by 
tne  exchange  and  track  the  last  ten  trades, 
tickertape  reported  volume,  and  high  and  low 
limits  on  the  stocks  you  are  watching.  Tickertec 
prices  start  at  SI. 000. 00  with  many  optional 
features  available  including  hard  copy  and 
portfolio  management  systems.  Programs  may 
be  purchased  for  cash  (i.e..  hard  dollars)  or 
payment  can  be  arranged  in  the  form  of  dis- 
counted brokerage  commissions  (i.e..  Soft  Dol- 
lar Software™).  Exchange  fees  are  extra  Call  for 
FREE  brochure  TOLL-FREE  at  (800)  223-6642;  in 
New  York  call  (212)  687-0705;  or  mail  the 
coupon  today 


Max  Ule  &  Company  Inc. 

6  East  43rd  Street,  N.Y.,  N  Y.  10017 
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MADE  WUKD  PKUU&MNO 

OBSOLETE  TODAY 


What  the  Office  Automation  System  of  the  future  looks  like  today. 


With  the  advent  of  the  NBI  Office 
Automation  System  (OASys),  the  old 
concepts  of  word  processing  are  sud- 
denly obsolete. 

NBI  OASys  provides  office  automa- 
tion solutions  that  can't  be  outgrown. 
Because  it  grows  as  your  needs  grow,  and 
allows  you  to  spread  increased  produc- 
tivity throughout  your  office.  Work-group 
by  work-group,  location  by  location,  as 
needs  arise.  And  as  expansion  occurs. 
With  systems  designed  to  fit  your  applica- 
tions, sharing  information  and  resources 
as  desired. 


Easily,  simply,  economically. 

Starting  with  the  NBI  System  3000, 
known  as  the  finest  high-performance 
word  processing  system  in  the  world,  you 
add  the  resource  sharing  capability  of 
the  new  NBI  System  8  and  64,  so  you  can 
build  optimum  solutions  to  your  office 
automation  needs.  They  all  use  the  same 
powerful  operating  software,  while  taking 
advantage  of  new  breakthroughs  in  infor- 
mation and  text  management  techniques. 

NBI  OASys  gives  you  the  advan- 
tages of  stand-alone  dedicated  systems, 
plus  the  benefits  of  shared  resource 


systems,  combined  into  truly  integrated 
office  information  networks.  Without 
the  high-costs,  operational  delays,  and 
reliability  problems  associated  with 
old-fashioned  shared  logic  systems. 

It's  the  perfect  combination  of  capa- 
bilities and  simplicity. 

For  more  information,  call  us  toll- 
free  at  800/525-0844.  In  Colorado,  call 
303/825-8403. 

The  NBI  OASys. 

The  leader  m  information  processing 
just  ushered  in  a  new  era. 


nBi 


NBI  1695  38th  Street,  Boulder,  CO  80301 


LIFTING  AMERICA  FROM  UNDER  THE  PAPER  WEIGHT. 


Computing  can  pay 
for  itself  the first  meek. 

A  computer  cant 


A  computer,  expertly  used,  will 
eventually  pay  for  itself.  But  certainly 
not  the  first  week. 

Computing,  on  the  other  hand,  pays 
for  itself  almost  at  once. 

Mainly,  because  you  buy  only  what 
you  need.  And  because  the  returns  can 
be  so  immediate.  G>mputing  helps  you 
function  better  from  the  very  first  day. 

With  computing,  you  avoid  not  only 
the  cost  of  the  hardware,  but  also  the 
inevitable  add-ons:  installation, 
programming,  maintenance,  re-pro- 
gramming, upgrading,  re-programming 
and  re-programming. 

Even  though  we  may  install  one  of 
our  terminals  or  computers  at  your  place 
as  part  of  our  service,  we  don't  sell 
computers.  We  provide  answers. 
ADP  is:  the  computing  company. 

We  give  you  the  control  you  need, 
the  information  you  need,  and 
the  answers  you  need,  on  a  timely, 
cost-effective  basis. 


You  can  have  single  services,  such  as 
payroll,  accounts  payable  and  receiv- 
able, and  inventory  control.  An 
interactive  terminal  if  you  need  instant 
access.  Or  even  one  of  our  computers 
right  on  your  premises.  You  get,  and 
pay  for,  only  what  you  need. 

As  a  result,  computing  is  less 
expensive  than  do-it-yourself  computer 
management. 

If  you  feel  that  you  could  use  a 
computer,  then,  for  sure,  you  can  use 
computing.  There's  an  ADP  representa- 
tive near  you  who  will  be  glad  to  show 
you  how  quickly  it  can  pay  off. 


ADP,  with  50  computing  centers  in 
the  U.S.  and  Europe  provides  over  70,000 
businesses  with  computing  services 
ranging  from  routine  bookkeeping— payroll 
accounts  payable  and  receivable,  general 
ledger  and  financial  reporting— to  highly- 
specialized  applications  involving  the 
use  of  sophisticated  data  bases  and 
remote  computing. 


©  1980  Automatic  Data  Processing.  Inc 


The  computing  company 1 

405  Route  3/Clifton,  NJ  07015 
201472-1000 


.  ing,  waiting  for  class  to  begin,  coffee 
breaks,  etc.,  that  one  presently  faces  if 
enrolled  in  a  two-to-three-hour  evening 
course.  This  will  not  change  the  useful- 
ness of  the  education  but  will  make  the 
education  more  realizable  and  pleasur- 
able by  completely  transforming  the 
value  of  adult  education. 

In  the  final  sense,  we  are  social 
beings  and  need  the  physical  presence 
of  others  to  engage  in  the  many  forms  of 
non-verbal  communication  which  make 
us  truly  human,  visible  and  real  to  each 
other.  As  this  becomes  a  more  con- 
scious need  and  is  seen  as  more  com- 
pletely open  to  individual  choice,  the 
locations  of  interpersonal  working  situa- 


tions will  become  flexible.  This  will  allow 
a  person  the  freedom  of  scheduling  a 
number  of  days  in  a  company  office  to 
do  work  which  might  otherwise  be  done 
at  home,  just  to  obtain  a  reaffirmation  of 
"what  it  feels  like  to  work  in  this  com- 
pany." Similarly,  four  to  ten  workers  may 
meet  in  someone's  home  or  a  "confer- 
ence" center  for  a  number  of  days  for 
the  purpose  of  stimulating  each  other's 
creativity,  perspective,  or  interdisciplin- 
ary understanding  through  group  in- 
teraction, while  at  the  same  time  not 
abandoning  their  normal  work  func- 
tions. 

In  our  society,  which  is  heavily  "other 
directed"  (what  Eric  Fromm  has  called 


the  "marketing  personality "),  many 
people  cannot  stand  to  be  alone  for  ex- 
tended periods  of  time.  These  people 
will  find  the  transition  very  difficult  and 
may  opt  for  continuing  to  work  other 
jobs  which  offer  everyday  compan- 
ionship. The  result  will  be  that  large  seg- 
ments of  our  work  force  will  have  not 
only  the  choice  of  when  and  where  to 
work,  but  with  whom  as  well. 

In  summary,  the  nature  and  meaning 
of  marriage,  family  and  friendship  will 
be  reshaped.  Future  historians  may 
note  that  the  late  twentieth  century  was 
the  time  when  it  became  possible  for 
one  to  live  and  work  as  one  chose,  when 
and  where  and  with  whom. 


Iwantamc^f 
who  knows  my  computer  is 
more  than  $2,000,000 
of  chips  and  bits. 


Mayflower  does.  We  realize  that  your 
sales  and  profits  are  at  stake.  So  your 
equipment  needs  to  get  there  on  time.  Intact. 
That's  why  we  developed  an  entire  fleet  of 
long-distance  vans  designed  for  delicate 
electronic  equipment. 

Behind  the  wheel  of  every  Mayflower 
electronics  van  is  a  man  who's  had  an 
extended  education  in  the  special  handling  it 
takes  to  move  everything  from  computers  to 
electron  microscopes. 

And  behind  the  man  and  the  van  is  an 
assigned  traffic  team  to  keep  the  shipment 
on  schedule  from  beginning  to  end.  We  keep 
in  touch  with  your  van  operator,  the 
origin  agent,  the  destination  agent  and  you. 
Every  step  of  the  way. 

The  Mayflower  Electronic  and  Trade 
Show  division  means  special  equipment  and 
specially  trained  people.  Because  we  know 
your  computer  is  a  lot  more  than  chips  and 
bits.  That's  why  Mayflower  means  moving. 

For  more  information  about 
Mayflower's  Electronics  and  High  Value 
moves  write  Mayflower  Corporation, 
Dept.  F,  P.O.  Box  107  B, 
Indianapolis,  IN  46206. 


CC#  MC  2934 


AM.  Jacquard  Systems 


If  you  need  a  low-cost  business  computer 
that  can  do  both  word  and  data  processing, 
the  AM  Jacquard  J500  is  your  solution— and 
that's  a  fact.  It  is  the  most  powerful  stand-alone 
systemavailable,  so  it  figures  that  it  can  handle 
all  your  word  and  data  processing  needs.  And  at 
a  cost  you  can  handle,  because  it's  like  getting 
two  systems  for  the  price  of  one. 

The  J500,  a  major  advance  in  business 
computers,  is  the  stand-alone  version  of  our 
multi-function,  multi-station.  J100  with  all 
of  its  software  capabilities.  It  has  128K  bytes 
of  memory,  high-speed  throughput  and 
expandable  storage  capacity 

The  J500  system  supports  both  line  and 
character  printers  and  can  be  augmented  with 
telecommunications  devices  which  allow  it  to 


talk  with  our  J100, 
other  500s  and 
intelligent  termi- 
nals as  well  as 
mainframes.  It  also 
supports  a  variety 
of  peripherals. 

So  any  way 
you  figure  it,  the 
J500  is  the  one  system  for  all  your  word  and 
data  processing  tasks.  Today  and  tomorrow. 
And  that's  a  fact,  too. 

For  more  information,  contact  AM  Jac 
Systems,  the  Informationists,  a  divisiorhaf 
AM  International,  Inc.,  Dept.  777,  3340 
Ocean  Park  Blvd.,  Santa  Monica.  CA  90405! 
(213)  450-1242,  ext.  777. 


LET'S  TALK  ABOUT  FACTS  AND  FI  GURE^ 


be  world's  fifth-largest  Spanish-speaking  pop- 
nation  lives  north  of  the  Rio  Grande,  spends 
)0  billion  a  year  and  listens  to  the  radio. 


Spanish  gold, 
AM  and  FM 


By  Toni  mack 


d  Cossman,  executive  vice  presi- 
dent of  New  York-based  SJR  Com- 
munications, is  known  as  a  very 
fwd  man  in  the  radio  industry.  The 
is  told  with  awe  of  his  making 


WKTU  in  New  York  the  nation's  first  all- 
disco  station  in  1978.  He  suddenly  trans- 
formed it  from  an  insignificant  spot  on 
the  dial  to  the  number  one  radio  station 
in  the  country's  largest  market.  Now  the 
talk  is  over  WJIT,  another  New  York 
station  he  bought  in  1975,  with  WKTU, 


hrt  Levin,  manager  of  Miami's  WQBA-AM  and  WQBA-FM 

first  words  of  Miami's  top-rated  station  each  morning  are  "buenos  dias.' 


in  a  package  deal  costing  $4  million. 
"Last  year  we  made  a  $926,000  profit  on 
WJIT,"  says  Cossman,  "as  much  as  it 
made  in  revenues  in  1975.  And  this  year 
it  will  do  even  better."  In  August  SJR 
agreed  to  sell  WJIT  for  $9  million. 

The  golden  formula  isn't  disco  this 
time.  WJIT  is  a  24-hour-a-day  Spanish- 
language  station,  and  it  now  has  a  35% 
slice  of  the  New  York  area's  Latin  audi- 
ence. The  beautiful  part  of  that  is,  that's 
35%  of  nearly  3  million  people. 

In  1973  there  were  36  all-Spanish  sta- 
tions in  the  U.S.  Today  there  are  82,  plus 
a  dozen  or  so  with  at  least  40  hours  of 
Spanish  programs  a  week.  One  source 
estimates  that  by  1985  there  will  be  150. 

Ed  Cossman  and  the  others  simply 
woke  up  to  the  fact  that  there  are  some 
20  million  Spanish-speaking  people  in 
the  U.S.,  with  over  $50  billion  to  spend; 
lately,  so  have  the  advertisers. 

Spanish  radio  has  been  around  since 
the  late  1930s,  but  broadcasters  and  ad- 
vertisers assumed  the  Spanish-speakers 
would  disappear  into  the  melting  pot  like 
everybody  else,  and  until  then  would  be 
too  poor  to  buy  much.  Maybe  they  will 
blend  in  time,  but  in  the  interim  they're 
becoming  increasingly  affluent. 

Explains  Lionel  Sosa,  chairman  of  Ed 
Yardang  &  Associates  (see  box,  p.  154),  a 
San  Antonio-based  ad  agency  that  spe- 
cializes in  the  Spanish-speaking  market: 
"The  average  Hispanic  has  felt  so  much 
prejudice  that  he  badly  wants  to  feel  spe- 
cial. Buying  the  best  of  what  he  can 
afford  makes  him  feel  that  way.  You'd 
think  an  immigrant  would  buy  rotgut 
Scotch  when  he  wanted  Scotch.  No,  he'll 
spend  $4  more  for  Chivas  Regal.  A  His- 
panic woman  at  the  grocery  store  will 
buy  name  brands — whatever  she  per- 
ceives as  the  best — and  ignore  generics. 
Her  thinking  is,  'What's  a  couple  of 
cents?'  For  2  cents  she  gets  the  feeling  of 
being  able  to  afford  the  best."  Between 
continued  immigration  and  a  high  birth 
rate,  the  Spanish-speaking — mainly 
Mexicans  in  the  Southwest,  Cubans  in 
Miami,  Puerto  Ricans  in  New  York  and 
scattered  colonies  all  over — are  also  the 
fastest-growing  segment  of  the  U.S.  pop- 
ulation, expected  to  reach  25  million  to 
28  million  by  1985.  In  New  York,  for 
example,  32%  listen  only  to  Spanish  ra- 
dio, and  another  35%,  part  of  the  time. 

So  now  Spanish  radio  broadcasts  ear- 
nest messages  from  the  likes  of  Johnson 
&  Johnson,  Anheuser-Busch  and  Camp- 
bell Soup  to  an  audience  that  per  house- 
hold buys  up  to  200%  more  baby  prod- 
ucts, 50%  more  beer  and  25%  more  soup 
than  the  U.S.  average.  Also  Procter  & 
Gamble,  Colgate-Palmolive,  Sears,  Philip 
Morris,  General  Foods,  Pepsi  and 
McDonald's.  Even  AT&T.  These  and 
other  advertisers  will  spend  an  estimated 
$75  million  this  year  on  Spanish  radio, 
triple  what  they  spent  five  years  ago. 

For  the  lucky  broadcasters  it's  a  gold 
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Another  Tenneco  Venture: 


Digging  an  "oil  mine." 

We're  opening  a  whole  new 
world  of  energy  beneath  the 
high  country  of  western  Colorado. 


Locked  underground  in  a  thick  layer  of  shale 
rock  1500  feet  beneath  these  tall  towers  are 
more  than  a  billion  barrels  of  recoverable  oil. 

Getting  it  out  won't  be  easy.  And  it  won't 
be  cheap.  It  will  take  a  capital  investment  of 
more  than  $2  billion — and  there's  no  guaran- 
tee that  this  huge  investment  will  pay  off.  It 
will  require  prices  at  least  as  high  as  today's 
imported  oil  for  the  project  to  be  economically 
successful.  But  Tenneco,  in  partnership  with 
Occidental  Petroleum  Corporation,  is  making  a 
determined  effort  to  unlock  this  new  source  of 
energy  for  America. 

The  shale  rock  must  be  heated  to  about 
1,000°F  before  it  will  release  its  oil.  Some  com- 
petitive plans  call  for  conventional  mining  of 
the  shale  and  heating  it  in  giant  vessels  on  the 
surface.  Our  project  involves  the  creation  of 
huge  combustion  chambers  underground. 

About  25  percent  of  the  shale  rock  will  be 
mined.  Carefully  engineered  explosions  will 
break  up  the  remaining  shale  into  pieces  of 
"rubblized"  rock  that  fill  chambers  the  size  of 
25-story  buildings.  These  chambers  will  then 
be  sealed  and  ignited  at  the  top  so  that  carbon 
contained  in  the  rock  will  burn.  As  the  flame 
descends  (much  as  tobacco  burns  in  a  pipe — 


with  air  pumped  in  at  the  top  and  sucked  out  at 
the  bottom)  the  heat  releases  the  locked-in  oil, 
which  drains  to  the  bottom  and  is  piped  off. 

It  will  require  the  creation  and  operation 
of  100  of  these  underground  chambers  a  year, 
plus  processing  the  mined  shale  on  the  sur- 
face, to  reach  our  goal  of  more  than  60,000 
barrels  of  oil  a  day  by  the  late  1980s.  At  that 
point,  it  will  be  the  largest  underground  mine  in 
North  America — and  it  should  produce  well 
into  the  next  century. 

But  this  is  only  the  beginning.  It  is  esti- 
mated that  at  least  a  trillion  barrels  of  recover- 
able oil  rest  within  the  shale  areas  of  Colorado, 
Utah  and  Wyoming — enough  to  keep  America 
running  for  150  years  at  present  rates  of  oil 
consumption.  A  worthy  national  objective. 

Although  energy  contributes  more  than 
two-thirds  of  Tenneco's  income,  we  continue  to 
provide  other  basic  needs,  like  food,  automo- 
tive components,  farm  and  construction 
equipment,  ships,  packaging,  chemicals, 
and  insurance. 

That's  Tenneco  today:  growing  in  energy 
. . .  and  more. 

For  more  information  about  Tenneco,  write  to 
Tenneco  Inc.,  Dept.F-5.  Houston,  TX  77001. 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  Jl  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICAOTENNECO  WEST 

enneco 


Selling  the  dream 


Where  ad  dollars  go,  ad  agencies  follow,  and  several  agencies  have  sprung  up  in 
the  last  few  years  to  tap  the  Spanish-speaking  market.  One  of  the  largest  and 
fastest  growing  is  San  Antonio's  Ed  Yardang  &  Associates,  which  handles 
Spanish  advertising  for  Dr  Pepper,  Coors,  Bacardi  rum  and  Kraft.  Its  biggest 
account  right  now,  though,  is  the  Republican  Party,  seeking  Reagan  votes. 

Lionel  Sosa  is  chairman  of  EY&A.  His  parents  emigrated  from  Mexico  in  the 
1920s,  and  Sosa,  41,  was  born  and  raised  in  San  Antonio,  a  city  54%  Latin.  "In 
those  days,"  says  Sosa,  "all  the  high  schools  in  the  barrios  were  vocational 
schools:  'Those  people  are  good  with  their  hands,  that's  all  they  can  do,  let's 
prepare  them  for  it.'  I  took  two  years  of  graphic  arts  courses."  In  1965  he 
opened  a  graphic  arts  studio,  and  in  1974  he  merged  with  a  small  ad  agency  to 
form  Ed  Yardang  &  Associates.  (Who  is  Ed  Yardang?  An  imaginary  friend 
created  in  childhood  by  a  friend  of  Sosa's  partner.  "This  Ed  Yardang  could  solve 
any  boy's  problems,"  he  says.  "That  was  good  enough  for  us.") 

EY&A's  big  break  in  politics  came  in  1978  when  William  Clements,  the 
Republican  candidate  for  governor  of  Texas,  hired  the  agency  to  get  the 
Spanish-speaking  vote.  Clements,  Texas'  first  Republican  governor  in  105 
years,  won  by  a  margin  of  17,000  votes.  "No  Republican  running  for  governor 
had  ever  gotten  over  5%  of  the  Hispanic  vote,"  recalls  Sosa.  "We  got  36%,  and 
that  put  him  over  the  edge."  So  when  the  Reagan  Republicans  began  looking  for 
an  agency,  Clements  told  them  he  knew  just  the  one. 

EY&A's  pitch  is  that  Reagan  will  give  Latins  what  they  want:  good  jobs  and  a 
chance  to  build  a  good  life  for  the  family  and  a  future  for  the  kids.  What  Sosa  is 
selling,  of  course,  is  his  own  life.  The  son  of  an  immigrant  who  never  moved 
out  of  the  barrio  and  struggled  to  put  three  meals  on  the  table  now  lives  in  a 
well-manicured  San  Antonio  neighborhood,  drives  a  Mercedes  and  this  year 
will  make  around  $100,000.  Not  a  bad  dream  to  sell.— TM 


mine.  Radio  is  basically  a  fixed-cost  me- 
dium; it  costs  no  more  to  run  15  com- 
mercials an  hour  than  5.  Once  the  pro- 
gramming is  paid  for,  anything  more  is 
gravy,  except  only  that  many  of  the 
Spanish  stations  offer  translators  to 
make  sure  the  English  ad  copy  reads  well 
in  the  local  idiom.  A  Miami  Spanish- 
speaker,  for  instance,  drives  zmciquina  -,  a 
Houston  one  listening  from  his  carro 
wouldn't  know  what  a  mdquina  was. 
And  Continental  Air  Lines  discovered 
that  its  slogan,  "We  really  move  our  tail 
for  you,"  meant  in  Spanish  that  the 
stewardess  would  wiggle  in  a  come-hith- 
er way  while  plumping  your  pillow. 

So  there  are  other  success  stories 
around  besides  the  celebrated  Mr.  Coss- 
man — for  instance,  Nelson  Lavergne,  52, 
who  came  from  Puerto  Rico  as  a  teen- 
ager. He  started  his  media  career  in  1952 
as  ad  salesman  for  the  Chicago  Tribune. 
"Along  the  way,"  he  says,  "I  became 
enamored  with  broadcasting,  particular- 
ly radio,  and  my  career  became  keyed  to 
looking  for  an  opportunity  to  get  a  sta- 
tion." By  1978  he  was  manager  of  Span- 
ish station  WADO  in  New  York;  when 
the  owner  decided  to  sell,  Lavergne  got 
his  chance.  He,  WADO's  sales  manager 
and  three  investors  raised  5325,000,  then 
borrowed  $6.5  million  to  buy  the  station. 
Lavergne  was  making  $40,000  a  year 
then.  "I  had  an  offer  for  $15  million  just 
the  other  day,"  he  says,  "but  there's  no 
way  I'll  ever  sell  it.  P,ight  now  I'm  talking 
to  my  partners  about  buying  other  Span- 
ish stations." 

Then  there  is  the  Tichenor  family,  in 
Harlingen  in  Texas'  Rio  Grande  Valley. 


McHenry  (Mac)  Tichenor  fr.'s  grandfa- 
ther started  their  first  station,  KGBT,  in 
1940,  but  the  family  didn't  venture  into 
all-Spanish  broadcasting  until  1958, 
when  they  bought  a  Spanish  station  in 
Corpus  Christi.  By  1966,  says  Mac, 
"KGBT  was  half-English  and  half-Span- 
ish. The  ad  revenues  showed  that  the 
Spanish  was  doing  a  helluva  lot  better 
than  the  English."  The  family  thought 
twice  before  switching  to  all-Spanish.  "It 
was  Harlingen's  radio  station,  and  the 
people  my  grandfather  went  to  the  coun- 
try club  with  weren't  too  thrilled  with 
the  idea  of  it  being  all-Spanish.  But  it 
made  sense,  so  we  went  ahead.  The  rat- 
ings took  off  and  the  profits  followed." 

Today  KGBT  holds  35%  of  its  mar- 
ket— against  14  other  stations — and  a  lu- 
crative market  it  is.  "Revenues  from  the 
three  Spanish  stations  we  now  own 
should  hit  $4  million  this  year,"  says 
Mac,  25,  who  has  lately  taken  over  their 
management  from  his  father.  "That's 
double  what  we'll  get  from  our  two  En- 
glish-language ones.  We  feel  like  Spanish 
is  our  competitive  advantage,  so  we've 
got  our  feelers  out  to  buy  more." 

Radio  plays  a  peculiarly  powerful  role 
in  Spanish-speaking  communities.  "Al- 
most all  the  press  in  Central  and  South 
America  is  controlled  by  the  govern- 
ment," says  Lavergne,  "so  if  the  people 
want  the  truth,  they  listen  to  the  Voice 
of  America  radio  broadcasts."  Immi- 
grants especially  need  good  information 
and  assistance,  so  it  only  seems  natural 
to  them  to  turn  to  their  American  radios. 
Says  Mac  Tichenor,  who  learned  this  at 
his  father's  knee,  "The  top-rated  Spanish 


stations  are  ombudsmen  for  the  Hisj 
ic  community.  Fortunately,  that  hapjj 
to  be  a  good  strategy  for  profits,  bee; 
it  gets  the  audience,  and  that's  v 
counts  with  advertisers."  When  Cij 
refugees  were  flooding  Miami  this  > 
manager  Herbert  Levin  of  top  Mi 
station  WQBA  raised  money,  prov 
goods  and  hot  meals  and  set  up  a  c 
puterized  job  bank  to  match  refi 
skills  with  openings. 

And  Lavergne  in  New  York:  "We  D 
a  woman  at  WADO  who  does  notl 
but  tell  people  where  they  can  go  fi 
doctor  or  a  lawyer.  A  few  months  a, 
woman  called  me,  totally  distraught, 
said  she'd  lost  her  5 V2 -year-old  girl, 
preempted  everything,  put  the  girl's 
scription  on  the  air  and  within  mini 
there  were  hundreds  of  people  lool 
for  that  girl  up  and  down  the  Grand  C 
course  in  the  Bronx.  They  found  her, 
We  found  32  missing  people  last  yean 
it's  not  always  pleasant — we  find  tl 
dead,  too,  you  know." 

Allen  Klein,  a  Los  Angeles-based  r; 
consultant,  concludes:  "Spanish  r. 
has  been  likened  to  radio  of  the  1950: 
impact.  The  listener  feels  the  station 
the  announcer  are  members  of  the  £ 
ily.  There's  a  tremendous  believabi. 
involvement — and  motivation.  If  you 
a  commercial  for  a  car  dealer  on,  and 
announcer  says,  'Tell  'em  foe  Mor 
sent  you,'  people  flock  in  saying, 
sent  me,  Joe  sent  me.'  You  can't  do 
with  general  radio  today." 

An  advertiser's  dream,  and  a  bn 
caster's  too:  Even  the  most  develc 
markets  are  uncrowded.  Only  5  of 
Los  Angeles  area's  75  stations,  for  ex 
pie,  cater  to  the  area's  3  million  Latn 

The  stations  traditionally  relied  or 
cal  advertisers,  but  the  new  national 
tomers  pay  30%  to  40%  more  for 
time.  Spanish  rates  generally  should 
move  up — currently  they  run  one-ti 
to  one-half  below  those  of  English- 
guage  stations — because  the  ratings 
based  on  1970  census  figures,  which 
dercounted  Spanish-speakers.  The  cit 
Los  Angeles,  for  example,  estimates  1 
Latins  make  up  28.8%  of  Los  Ang 
County's    population.  "Arbitron, 
leading  rating  service,  uses  an  18.3%  .. 
ure  and  still  comes  up  with  a  total  6 
market  share  for  the  five  Spanish 
tions,"   says   consultant   Klein.  ; 
know  something's  got  to  be  out  of 
there."  The  hullabaloo  about  un' 
counting  again  in  1980  should  do  a  lc 
redress  all  that. 

Also,   the  Federal  Communicati  . 
Commission  plans  to  license  124  1  fcf 
stations,  and  intends  to  lean  hea  to 
toward  awarding  them  to  so-called 
nority  applicants,  so  the  existing 
tiens  will  be  getting  plenty  of  comp; 
But  clearly  the  profits  should  mult:  '■ 
with  the  stations.  It  looks  like  the 
going  to  be  room  for  everybody.  ■ 
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rhe  inside  view  of  employee  communication 


Front  desk  activity  at  the  Marriott  Essex  House  in  New  York  City 


An  effective  employee  com- 
mnication  program  must  con- 
der  both  what  the  employees 
ant  to  know  and  what  they 
ught  to  know.  The  way 
lexander  &  Alexander's  subsid- 
iry,  Benefacts  Inc..  looks  at  a 
btel  chain  will  help  explain  how 
'e  will  look  at  your  business.  In 
lis  case,  we  look  through  the 
yes  of  the  people  who  meet  the 
nests  as  well  as  the  people  who 
leet  the  payroll.  Analyzing  hos- 
lry  programs  from  the  time 
3ople  are  hired  to  the  time  they 
tire. 

effective 

ommunication  programs 

Only  by  working  from  a 
ient's  point  of  view  can  we  be 
ire  a  company  gets  the  most 
)mprehensive,  cost-efficient 
^ogram  possible. 

This  insider's  vantage  point 


enables  our  BENEFACTS®  spe- 
cialists to  act  as  communication 
consultants  to  any  organization 
with  a  story  to  tell  its  employees. 
Whether  this  means  producing 
Personal  Annual  Reports  for  the 
employees,  simplifying  instruc- 
tional or  contractual  language 
through  our  ClearWrite®  ser- 
vice, providing  Retirement  Com- 
munication Services,  or  creating 
audio-visual  aids  and  training 
materials.  Benefacts  knows  how 
to  drive  your  message  home. 

Each  industry  has  different 
needs.  For  human  resource  man- 
agement, for  insurance,  for  risk 
management,  for  financial  ser- 
vices. And  each  of  our  120  offices 
here  and  overseas  has  the  facili- 
ties, expertise,  and  strength  to 
fulfill  the  requirements  of  any 


company,  large  or  small,  in  any 
industry. 

We  think  a  big  reason  A&A 
has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


Statistical  Spotlight 


History  will  record  1980  as  less  than  a  banner 
year  But  how  about  1981?  Here's  what  Wall 
Street's  best  minds  expect  next  year  for  542 
widely  followed  companies. 


The  analysts  place 
their  bets  for  1981 


Everyone  knows  that  earnings  es- 
timates are  notoriously  inaccu- 
rate. Nevertheless,  they  do  help 
mold  the  expectations  of  investors,  pro- 
fessional and  individual  alike,  and  so  are 
a  potent  influence  on  stock  prices. 

Every  year  at  about  this  time  the  high- 
ly regarded  Institutional  Brokers  Esti- 
mate System,  a  service  of  New  York 
Stock  Exchange  brokers  Lynch,  Jones  & 
Ryan,  provides  Forbes  with  a  consensus 
of  the  earnings  forecasts  of  over  1,000 
analysts  for  about  550  stocks  that  are 
widely  traded. 

Last  year  we  broke  those  estimates 
down  into  four  groups  of  companies: 
"rising  stars,"  companies  where  average 
earnings  estimates  are  more  than  25% 


higher  than  the  year  previous;  "big 
stars,"  the  30  companies  that  make  up 
the  Dow  Jones  industrial  average;  "fall- 
ing stars,"  companies  that  are  expected 
to  show  lower  earnings;  and  "overlooked 
stars,"  whose  price/earnings  ratios  are 
very  low  if  the  analysts'  predicted  earn- 
ings are  close. 

This  year  we  have  added  a  fifth  group, 
"recovering  stars."  These  are  companies 
that  lost  money  in  1980  but  are  expected 
to  earn  a  minimum  of  50  cents  a  share 
next  year. 

As  the  estimates  for  each  company  are 
an  average  of  the  estimates  of  anywhere 
from  3  to  as  many  as  30  analysts,  we've 
included  two  columns  at  the  end  of  each 
table  showing  the  percent  variation  in 


earnings  estimates  for  both  1980 
1 98 1  — which  is  a  measure  of  how  w 
the  analysts'  estimates  vary.  The  1 
the  number  is  in  each  column,  the  si 
er  is  the  variation  in  the  earnings 
mates  that  analysts  have  made  for 
company. 

Naturally,  some  of  the  1981  estin 
will  come  very  close  and  others  will 
the  mark.  How  did  IBES  do  in  1980? 
too  well,  frankly.  But  then  a  good  i 
ber  of  forecasts  were  undone  by  a  n 
sion  that  was  much  worse  than  orig 
ly  expected.  The  IBES  forecast  for  I 
for  example,  was  typical  of  the  fore 
for  most  of  the  airlines. 

Last  year  IBES  classified  UAL 
rising  star  that  was  expected  to 
$5.12  in  1980.  The  best  estimates 
peg  the  big  airline  holding  compar 
losing  84  cents  in  1980.  On  the  « 
hand,  IBES  had  rising  star  Newparl 
sources  in  for  $1.92;  it  is  now  exp« 
to  come  in  very  close  to  $2.  Big 
American  Telephone  &  Telegraph's 
vious  estimate  of  $8.18  is  now  exp« 
to  be  a  little  over  $8  for  1980. 

Here's  a  list  of  the  analysts'  earl 
predictions  for  542  widely  traded 
panies.  As  a  list  of  average  forecas 
represents  about  as  clear  a  pictui 
what  the  market  in  general  expec 
one  can  get.  Clearly  there  is  optir 
in  the  air.  Last  year  we  had  71  r 
stars.  This  year  we  have  cited  as  r 
as  207,  as  companies  recover  frorr 
recession.  And  there  are  only  33  fa 
stars  this  year,  whereas  last  year 
were  1 18— Stetv  Kichen 


Rising  stars 


These  207  companies  are  expected  to  show  at 
least  25%  growth  in  earnings  per  share  in  1981. 


P/E 


%  variation 


-Earnings  per  share 

%  increase 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2  

Company 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

1981 

Equitable  Savings  &  Loan  Associations 

18'/8 

$4.41 

$0.90 

$3.46 

284.7% 

5.23 

152.90% 

40.9 

Arvin  Industries 

15 

2.62 

0.61 

2.32 

277.4 

6.58 

45.93 

10.2 

General  Tire  &  Rubber 

20 

3.44 

0.83 

3.00 

261.5 

6.67 

36.73 

12.0 

Federal  National  Mortgage  Association 

14% 

2.68 

0.95 

3.16 

234.1 

4.66 

22.70 

15.9 

Northwest  Airlines 

26% 

3.35 

0.85 

2.81 

229.1 

9.43 

89.71 

34.4 

Lockheed 

35% 

2.01 

1.20 

3.52 

192.2 

10.27 

17.37 

14.2 

TRANSOHIO  Financial 

11% 

3.43 

1.00 

2.83 

183.3 

3.93 

75.00 

26.9 

Franklin  Electric 

14'/2 

1.25 

0.55 

1.44 

161.4 

10.09 

42.64 

19.1 

Financial  Corporation  of  Santa  Barbara 

17% 

3.14 

1.21 

3.15 

159.6 

5.48 

42.89 

18.9! 

Financial  Federation 

37% 

5.34 

1.80 

4.50 

150.0 

8.39 

47.51 

327 

Republic  Steel 

24  % 

7.49 

1.61 

3.88 

140.7 

6.19 

39.93 

21.6 

Standard  Motor  Products 

13% 

1.80 

0.90 

2.12 

135.1 

6.38 

17.57 

22.8 

Northern  Calif  Savings  &  Loan  Association 

14% 

3.40 

1.36 

3.17 

133.1 

4.78 

46.35 

15.31 

Raymond  International 

29 

2.60 

0.99 

2.27 

129.9 

12.89 

19.56 

18.3) 

First  Charter  Financial 

17% 

3.05 

1.43 

3.26 

127.3 

5.40 

15.15 

15.8 

Brunswick 

15% 

2.39 

0.93 

2.09 

125.3 

7.46 

23.00 

22.0 

Texas  Air 

12% 

0.97 

0.90 

1.97 

117.9 

6.28 

40.53 

41.4 

Akzona 

10% 

2.10 

0.70 

1.52 

1 1 7.4 

7.07 

23.42 

17.2! 

■For  fiscal  years  ending  June  through  May  of  the  following  year, 
the  greater  the  agreement  among  the  analysts    A:  Actual. 


Percentage  around  the  average,  in  which  two-thirds  of  analysts  estimates  fall  The  lower  the  percental 

Source  Institutional  Brokers  Estimate  System;  Lynch.  Jones  &  Rya 
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;,Eastman  Kodak  Company.  1980 


"Is  that  what  they  taught  you  at  repair  school,  Larson? 
A  good  swift  kick?" 


Larson  doesn't  work  for  Kodak.  Our  busi- 
ness machines  are  designed  for  quick,  easy  mainte- 
{  ~iance,  and  our  service  people  are  equipped  with  the 
ery  finest  equipment  and  techniques.  All  of  which 
liminates  the  need  for  "impact  adjustments." 

The  way  we  look  at  it,  Kodak  people  actu- 
lly  work  for  you.  So  they're  stationed  nearby  to  pro- 
ide  prompt  service.  They're  dedicated  to  one  iOeal: 
o  keep  your  work  flowing.  Nothing's  more  important 
han  that.  Count  on  it. 

A/rite:  Eastman  Kodak  Company, 
3D0454  Rochester,  N.Y.  14650. 

Kodak  service:  Good  training, 
good  tools,  good  people. 


kodak  Ektaprint  150AF  copier-duplicator 


Rising  stars 


P/E 

%  varii 

tion 

 Earnings  per  share 

%  increase 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

estima 

tes2  

Company 

price 

(est) 

(est) 

......  i  own 

over  i"ou 

estimates 

1980 

1981 

Coherent 

ISVi 

$1.49 

$0.86 

$1.85 

1 15.1% 

13.92 

18.89% 

7.1 

Great  Western  Financial 

ZU  78 

4.15 

2.13 

t.tD 

i  na  7 

d  A3 

12.73 

18.6 

HF  Ahmanson  &  Co 

Z  1  v8 

5.1 1 

2.56 

D.O  1 

1  f)7  A 

A  fl3 
4.UO 

19.99 

14  1 

Esmark 

DO  74 

4.40 

3.93 

7  AS 

/  .OD 

04.  7 
y4.  f 

7  0  1 

r  .Z 1 

14.51 

20.7 

Northern  Telecom  Ltd 

OD 

3.70 

2.07 

a  nn 

4.UU 

03  n 
yo.u 

8  88 
0.88 

.17.69 

10.6 

Singer 

HVg 

1.58 

0.83 

1.60 

92.0 

6.88 

34.64 

10.8 

General  Public  Utilities 

D  78 

1.56 

0.56 

1  DA 
1  .UO 

on  3 

A  83 
4.8o 

41.59 

21.4 

Easco 

1  7-Vfl 

I  f  78 

2.21 

1.52 

i.OO 

80  3 

07.0 

S  00 

J.77 

30.80 

7.1 

El  Paso  Co 

Zo  74 

2.93 

1.56 

z.yz 

8A  A 
OO.O 

7  03 

1  .70 

15.26 

16.3 

Rot  nlpn  *» m  ^  t  t*f  I 

Z..J  /8 

6.31 

2.07 

3.82 

84  7 

0*+.  / 

6.50 

26.18 

25.3 

Redman  Industries 

10 '/s 

1.32 

0.73 

1.34 

83.2 

7.57 

24.02 

23.1 

Modem  Merchandising 

i  o 
1  z 

1.52 

1.04 

1  88 
1  .OO 

81  3 

A  30 

o.oy 

29.38 

13.9 

Cessna  Aircraft 

0n3A 
ZU  /8 

2.47 

1.29 

1  3T 
Z.oZ 

70  8 

/  y .o 

a  A7 

o.o  t 

9.35 

13.7 

At  Ridley  ifidnuidiiuniig 

A3 

1.86 

4.59 

8  1  9 

77  n 

7  80 

/  .ou 

8.83 

18.5 

Owens-Corning  Fiberglas 

0  83/- 
Z8v8 

3.59 

1.45 

1  SA 
Z.DO 

7A  A 

1 1  na 

1  1  -UO 

22.07 

18.7 

Sealed  Power 

22% 

4.35 

2.25 

3.96 

75.9 

5.84 

14.40 

10.8 

Four-Phase  Systems 

31  1A 
O  1  72 

3.29 

1.18 

0  flA 

7S  0 

/  D.Z 

1  S  77 

ID.'/ 

12.48 

15.7 

Imnprial  PnrnnraMnn  t~\t  Amprira 
ILLlDclldl  V'UIUUIallUll  til  jYIAICI l\-a 

903A 

5.24 

2.95 

S  1 1 

73  7 

S  7S 

o .  /  o 

10.45 

7.0 

v_>  L/  V 

1  S  I/o 
1  D  /8 

3.22 

1.80 

3  D3 
o.uo 

AS  S 
Oo.D 

S  1  1 

D.  1  1 

8.33 

9.9 

ividgmd  rower 

0  75A 
Z  1  /8 

0.57 

0.97 

1  AT 
1  .OZ 

A7  0 

o /  .z 

1  7  1  A 

1  1 . 1  o 

5.97 

14.2 

Xtra 

21% 

5.10 

2.31 

3.87 

67.2 

5.46 

31.70 

32.7 

Echlin  Manufacturing 

1  c 
1 D 

1.50 

0.89 

1  AQ 
i  .4y 

AA  4 
00.4 

i  n  o  s 

1U.ZD 

23.15 

8.8 

Ramada  Inns 

QIA 

0.57 

0.54 

n  ao 
u.oy 

AA  1 

DO.  1 

i  n  s/i 

1U.D4 

7.78 

22.9 

rupt  Oi  1  dIUUl 

00  5/„ 
ZZ  /8 

4.04 

1.63 

1  AO 

z.oy 

AS  A 
OD.4 

a  as 

O.OD 

27.04 

20.5 

iTiLvjra  w-tuison 

Zo  /8 

4.44 

2.94 

A  77 

ao  n 

OZ.U 

S  OS 

d  .yD 

8.63 

4.5 

Coleman 

1  7-'/4 

2.54 

1.53 

2.46 

61.5 

7.00 

8.13 

4.C 

09  Vo 
ZZ  /8 

3.43 

2.40 

5  88 
o.oo 

Al  S 
Ol.o 

s  Aa 

D.OO 

29.12 

3.7 

GAP 

1  3 

1.83 

1.51 

Z.4o 

Al  3 

oi.o 

S  1  0 
d.  i  y 

27.99 

26.C 

A  ttiH  ah  1 

/V  111  U  d  1 1 1 

30 V. 

1.02 

1.04 

1  A7 

1 .0  / 

An  o 

ou.y 

1  8  d7 

IO.1*/ 

19.93 

13.7 

ricxi-  v  an 

ZZ  /8 

3.70 

2.30 

3  7n 

AD  0 
ou.y 

A  0  1 
O.Z  1 

22.78 

12.8 

LTV 

13 

5.23 

1.90 

3.04 

60.2 

4.36 

29.69 

21.6 

Mnruiin 

ZD  74 

1.27 

1.02 

1  .OZ 

so  n 
Dy.u 

1  S  Afi. 
1  D.40 

7.51 

7.7 

pri  Rarrv 

i\ vj  Ddrry 

8  5A 
8  78 

0.55 

0.86 

1  .JO 

DO.U 

A  A  1 
DO  1 

10.97 

5.£| 

Crane 

oy 

5.39 

3.92 

o.zu 

Do.U 

A  37 

O.o  / 

6.94 

7.8 

udid  i cnnindi  aysiems 

0  A1A 
Zo/4 

1.91 

2.19 

1  A  A 

^8  n 

Do.U 

7  sa 

/  .D8 

12.53 

23.9 

Purolator 

31 

3.85 

2.70 

4.23 

56.8 

7.20 

3.21 

16.C 

1 1 1  v  1 1  n  Tnrln  ctripe 

1  Q 

2.83 

1.76 

Z.  /  o 

SQ  1 
DD.  1 

7  ns 

/  .UD 

10  52 

8.3 

aidllUdiU  1  atlllL 

lo  /2 

2.62 

1.52 

")  3A 
Z.oO 

SA  0 
D4.y 

S  71 

D.  /  1 

13.78 

17.7 

Ovprnpan  Flnnr 

1  AVo 

10/8 

2.60 

1.38 

Z.  1  z 

S3  A 
Do.D 

7  70 

/  .  1  z 

17.34 

14.4 

1   1  iiiir    In  tp  rr\  ItiAtlll 

1. 1  s*-  r  iiiitrnidiiundi 

0  53/, 
Zo/4 

3.03 

2.65 

SO  O 
DZ.y 

a  nn 

O.UU 

17.53 

13.8 

Jonathan  Logan 

11% 

1.11 

1 .69 

2.59 

52.8 

4.44 

25.30 

22.1 

\itiM   r      Intpm  itiinil 
JdlJia  I  c  UllCI  lid  UUUdl 

S83A 
DO  /4 

0.78 

3.12 

4  73 

S  1  8 
D 1  -O 

i  o  sa 

1Z.D8 

5.1 1 

8.8 

\  tnn  X:   *■* mat 
JlUU  O*.  JllUp 

1  /i  1A 

14/4 

3.70 

2.58 

7  O") 

o.yz 

£  1  7 

D  1 .  / 

3  AS 
o.4D 

20.79 

9.7 

L/dlaUIUUUll9 

3A1A 
o4  72 

0.99 

2.13 

3  ~>  1 
O.Z  1 

sn  7 

DU.  / 

i  n  qa 
i  u.y4 

14.84 

12.1 

T  ;i  ti  n  p  m  C  t\vn  n  1 1  t^rc 

IdllUCJil  V~ULLipillCl9 

A3 

OO 

0.59 

1.04 

1  ^7 

1  .D  f 

DU.O 

AH  a  a 
4U.48 

1.70 

6.8 

Watkins-  Johnson 

34 

2.32 

2.20 

3.31 

50.5 

10.39 

13.56 

15  .C 

DO/8 

2.64 

4.36 

0.40 

48. 1 

O  1  z 

y.iD 

8.48 

11.3 

I  m trhpT  KPcnurppc 

5  1  7/„ 
O  1  78 

0.72 

1  H7 

z.uv 

A  7  O 

4  /  .y 

1  ^  1  A 
1  D.  10 

9.45 

26.4 

v^UUipUlCI  V  I  Mull 

AA3A 
00/8 

1.04 

1.53 

0  0  7 

/l  7  O 

4/.y 

3H  0  3 
oU.Zo 

9.34 

3.6 

/M  rHprmntt 

i»l  LUC1J11UU 

3  1  1A 
O  1  74 

1.76 

2.55 

1  77 

6.1  / 

/l  7  O 

4  /  .y 

8  3  3 
8.00 

21.56 

ll.C 

Yellow  Freight  Systems 

173/4 

1.45 

1.J7 

2.35 

47.8 

7.55 

9.56 

18.8 

A  tc n pr-Fian i pi     \\  i  H 1  q n  f\ 

/I  1  5A 
41  78 

1.63 

3  20 A 

/I  7 1 
4.  /  1 

/I  7  0 

4  /  .Z 

8  8A 
8.84 

NM 

8.3 

1  Q 
I  O 

3.13 

2.90 

4  0  A 
4.ZO 

40. ' 

All 
4.11 

12.58 

8.2 

t  fin  col  inufpfi  Krpi  oli  tw^vc 
vUUSUllUdlCu  1  1  tliiil  I  Wr  a  y  5 

ZOV8 

5.06 

3.27 

/i  an 

4.0U 

.  A  A  A 
*  40.0 

s  sn 

D.DU 

14.97 

14.2 

Ampnran  On^csr  P(»tml*»n»n 
jT.  LLl  CI  1C a  11  V^UiSSdl  r  CLfUlc VILLI 

/IT  1A 
4Z  72 

0.25 

0.65 

u.yD 

/1A  0 
4o.Z 

AA  A 7 
44.4/ 

22.43 

24.d 

Ginord-Hill  &  Co 

19% 

3.45 

2.07 

3.02 

45.8 

6.53 

18.92 

19.3 

Top  /Wtnpral'k 

.  *  I   J  UC  ITLillClolS 

OJ/8 

4.64 

5.02 

7  3  1 

4D.O 

8  An 

8.0U 

4.48 

12.6 

v   U  !  U  d  I     't'>  U 

1  A1A 
10/2 

2.23 

1.67A 

0/10 
Z.4Z 

A  A  O 

44. y 

A  70 

0.  /z 

NM 

3.1 

Hpnnprntt 

5T  1A 
OZ  74 

3.93 

2.61 

3  7£ 

O.  /D 

/I  3  7 

4o.  / 

8  3A 
S.o4 

47.98 

47.8 

Valero  Energy 

29/8 

0.66 

2.34 

3.35 

43.2 

8.87 

3.24 

7.6 

Compugraphic 

21 

3.58 

1.76 

2.51 

42.8 

8.53 

10.41 

12.2 

Daniel  Industries 

507/8 

2.07 

2.85 

4.05 

42.1 

12.31 

8.71 

8.1 

Dayco 

12% 

2.32 

1.23 

1.75 

41.9 

6.86 

16.88 

22.5 

Castle  &  Cooke 

14% 

1.14 

1.43 

2.02 

41.4 

7.30 

10.98 

24.C 

'For  fiscal  years  ending  June  thr>  iu  i  if  the  following  year.  2Percentage  around  the  average,  in  which  two-thirds  of  analysts'  estimates  fall  The  lower  the  percenta 
the  greater  the  agreement  among  i.         1  sts    A:  Actual.    NM:  Not  meaningful  Mmrce  Institutional  Broken  Estimate  System;  L\  neb  Jones  c-  A',  < 
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"The  more  you  learn  about 
our  DC-10,the  more  you  know 
how  great  it  really  is" 


Pete  Conrad 

Former  Astronaut 
Division  Vice  President,  McDonnell  Douglas 


"I've  watched  airplanes  and  spacecraft  take  shape 
for  much  of  my  adult  life.  I'm  certain  that  nothing 
made  to  fiy  has  ever  been  designed  or  built  to 
more  exacting  standards  than  our  DC-10. 
"Eighteen  million  engineering  man-hours  were 
-invested  in  this  plane's  development. That  includes 
14,000  hours  of  wind  tunnel  testing,  as  well  as 
full-scale  fatigue  testing'  for  the  equivalent  of 
40  years  of  airline  service. 

'I'm  convinced  that  the  DC-10  is  the  most 


thoroughly-tested  jetliner  ever  built.  Along  with  U.S. 
Government  certification,  the  DC-10  has  passed 
structures  tests  just  as  demanding,  in  their  own  way, 
as  those  required  of  U.S.  Air  Force  fighter  planes. 

"The  DC-10  fleet  demonstrates  its  dependability 
flying  more  than  a  million  miles  a  day  and  serving 
170  cities  in  90  countries  around  the  globe!' 

To  learn  more  about  the  DC-1 0,  write: "  DC-1 0 
Report','  McDonnell  Douglas,  Box  14526, 
St.  Louis,  MO  63178. 
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Rising  stars 


P/E  %  variation 


Esrnings  per  shsre 

/O  IIll-IC<iT>C 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2 — 

Company 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

198 

Levitz  Furniture 

26% 

$4.84 

$3.47 

$4.90 

41.0% 

5.41 

8.33% 

8.J 

Service  Merchandise 

L5% 

1.54 

1.66 

2.34 

40.9 

6.51 

17.64 

9.1 

Forest  Oil 

38 

0.79 

1.1  ] 

1.56 

40.8 

25.44 

24.55 

30. 

Champion  Spark  Plug 

9'A 

1 .49 

1.12 

1.57 

40.4 

6.19 

14.63 

9.: 

US  Steel 

21% 

-4.46 

2.45 

3.44 

40.4 

6.31 

31.52 

25.: 

GCA 

57% 

1.25 

2.48 

3.48 

40.3 

16.40 

6.80 

14.: 

Parker  Drilling 

6SV* 

2.76 

2.97 

4.16 

40.0 

15.51 

3.49 

n. 

Products  Research  &  Chemical 

16 'A 

0.68 

0.81 

1.14 

40.0 

14.40 

3.08 

4.: 

Equimark 

9'A 

1.60 

1.77 

2.47 

39.8 

3.70 

10.77 

31. 

New  park  Resources 

54% 

1.37 

2.01 

2.81 

39.7 

19.16 

4.51 

13.( 

E-Systems 

46% 

3.12 

2.79 

3.89 

39.6 

12.09 

6.71 

3.4 

Western  Union 

28*4 

-0.34 

2.02 

2.81 

39.0 

10.15 

1.21 

13.( 

Lowe's  Cos 

23 

1.92 

1.43 

1.99 

38.7 

11.71 

10.92 

8.< 

Mark  Controls 

24% 

1.59 

2.15 

2.97 

38.3 

8.25 

4.84 

21.: 

M/A-Com 

52 'A 

0.99 

1.39 

1.92 

38.2 

28.24 

6.20 

io.: 

Equitable  Life  Mortgage  &  Realty  Investors 

13% 

1.87 

1.28 

1.77 

37.7 

7.64 

8.11 

16.: 

Leggett  &  Piatt 

12% 

1.70 

1.54 

2.12 

37.7 

5.91 

3.11 

5.5 

Global  Marine 

53 

2.10 

3.23 

4.44 

37.5 

1 1.83 

7.33 

16.: 

Prime  Computer 

46 

0.89 

1.45 

1.99 

37.4 

23.34 

4.98 

8.( 

Kaiser  Cement 

29 'A 

4.47 

3.18 

4.36 

37.1 

6.50 

9.52 

22.: 

Worthington  Industries 

21% 

1.60 

1.86 

2.55 

37.1 

8.58 

7.21 

7.C 

Amarex 

56  >A 

0.72 

1.01 

1.39 

36.8 

41.80 

1 1.64 

io.: 

Houston  Oil  &  Minerals 

41 '/« 

2.07 

2.39 

3.27 

36.7 

12.80 

5.32 

17.4 

Louisiana-Pacific 

25% 

3.57 

2.29 

3.12 

36.3 

8.06 

14.81 

17.4 

Western  Company  of  North  America 

45 'A 

1.20 

2.27 

3.09 

35.9 

14.90 

2.95 

5.: 

Ryder  System 

27% 

3.73 

3.06 

4.15 

35.6 

6.71 

6.81 

7.C 

Grumman 

27 

1.89 

2.63 

3.56 

35.5 

7.48 

13.76 

19.1 

Modular  Computer  Systems 

28% 

1.28 

1.19 

1.61 

35.4 

18.20 

5.30 

5.1 

Trus  Joist 

21% 

1.98 

1.61 

2.18 

35.4 

9.96 

8.15 

3.5 

BF  Goodrich 

22% 

4.89 

3.06 

4.13 

35.2 

5.41 

7.44 

17.5 

Chieftain  Development  Ltd 

21 '/« 

0.35 

0.62 

0.83 

35.1 

25.20 

12.39 

17.; 

Bow  Valley  Industries  Ltd 

19 

0.49 

0.61 

0.83 

34.5 

22.69 

1.40 

13.5 

Johnson  Controls 

32  5A 

3.58 

2.45 

3.29 

34.2 

9.87 

7.53 

7.41 

Baldwin  United 

47% 

4.46 

4.87 

6.53 

34.1 

7.28 

3.80 

8.( 

Peabody  International 

36  'A 

2.57 

2.46 

3.29 

34.1 

11.01 

4.25 

9.1 

Deere  &  Co 

41  Va 

5.12 

3.75 

5.02 

34.1 

8.16 

11.60 

15.C 

Research-Cottrell 

17% 

1.13 

1.67 

2.24 

34.0 

7.97 

11.51 

I2.i 

Management  Assistance 

24 

2.36 

1.97 

2.63 

33.7 

8.79 

13.30 

13.4 

Collins  &  Aikman 

87s 

1.32 

1.10 

1.46 

33.6 

5.98 

5.21 

5.1 

Simmonds  Precision  Products 

13% 

1.35 

1.27 

1.70 

33.3 

7.87 

20.63 

18.C 

Texas  Oil  &  Gas 

62% 

2.05 

2.90 

3.86 

33.3 

14.47 

2.79 

6i 

Noble  Affiliates 

53 

1.57 

2.38 

3.16 

32.9 

17.04 

12.22 

15.J 

Nevada  Power 

20% 

3.37 

2.29 

3.03 

32.6 

6.88 

9.51 

hi 

Cray  Research 

94 

1.89 

2.95 

3.91 

32.5 

23.91 

8.23 

9.< 

Murray  Ohio  Manufacturing 

17 'A 

3.43 

2.78 

3.68 

32.3 

4.85 

1.70 

6.4 

Gearhart  Industries 

42 'A 

1.13 

1.80 

2.38 

32.3 

17.51 

3.76 

4.C 

Fieldcrest  Mills 

2  7 'A 

6.56 

4.43 

5.85 

32.2 

4.70 

10.21 

27.5 

Analogic 

28% 

0.68 

0.87 

1.16 

32.1 

26.38 

2.33 

4.41 

United  States  Surgical 

47 

1.36 

1.77 

2.33 

32.0 

20.38 

2.93 

6.: 

House  of  Fabrics 

6% 

0.46 

0.73 

0.97 

31.8 

6.72 

7.87 

5.5 

RLC 

15% 

2.28 

1.86 

2.45 

31.7 

6.52 

8.15 

8.5 

Allen  Group 

19 

2.44 

2.39 

3.15 

31.5 

6.03 

17.95 

15.2 

Monsanto 

56 

9.04 

7.20 

9.46 

31.5 

5.85 

6.77 

13.9 

Goodyear  Tire  &  Rubber 

16 'A 

2.02 

2.05 

2.69 

31.4 

6.03 

11.63 

12.11 

JC  Penney 

23 

3.52 

3.23 

4.24 

31.4 

5.31 

10.17 

10.7 

Stewart  &  Stevenson  Services 

25 'A 

3.33 

2.82 

3.70 

31.4 

6.89 

4.10 

4.S 

Gould 

23% 

3.71 

2.95 

3.87 

31.2 

6.17 

4.62 

6.1 

Koppers 

31% 

3.27 

2.52 

3.31 

31.2 

9.71 

5.35 

7.C 

Galveston  Houston 

33 'A 

1.41 

1.89 

2.47 

31.1 

13.74 

7.92 

4.7 

Oak  Industries 

49% 

2.45 

2.91 

3.81 

31.0 

12.64 

6.56 

6.5 

Savannah  Electric  &  Power 

9'A 

1.24 

1.45 

1.90 

31.0 

5.13 

17.92 

5.2 

Humana 

59  % 

1.98 

3.02 

3.95 

30.9 

15.28 

2.04 

2.7 

FW  Woolworth 

25 'A 

5.07 

4.36 

5.70 

30.8 

4.41 

6.97 

6.9 

Whirlpool 

22% 

3.06 

2.05 

2.68 

30.8 

8.29 

12.34 

11.2 

'For  fiscal  years  endingjune  through  May  of  the  following  year.  'Percentage  around  the  average,  in  which  two-thirds  of  analysts  estimates  fall  The  lower  the  percental  fc. 
the  greater  the  agreement  among  the  analysts  Source  Institutional  Brokers  Estimate  System-  Lynch.  Jones  &  Ryo 
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FORBES,  NOVEMBER  1C 


BARCLAYS  BANK  HELPS  OTIS 
GET  THINGS  MOVING 
ON  HONG  KONG'S  NEW  METRO. 

The  Otis  Elevator  Company  of  United  Technologies  Corporation  has  installed 
its  world  famous  elevators  and  escalators  for  Hong  Kong's  first  'Metro^  the  new 
mass  transit  rail  network  which  carries  500,000  people  each  day  on  this  densely 
populated  island. 

For  this  project,  Barclays  Bank  International  in  New  \brk  and  Hong  Kong 
smoothed  the  way  through  the  problems  of  multi-currency  financing.  We  came 
up  with  an  international  credit  package,  created  specifically  for  Otis,  which 
included  protection  against  currency  fluctuations. 

We  could  offer  this  comprehensive  service  fast  because  we  have  our  own 
people  and  our  own  branches  wherever  they  are  needed  for  international  trade. 
The  Barclays  International  group  is  in  over  75  countries  spanning  five  con- 
tinents. We  are,  for  example,  in  Hamburg,  Sydney,  Tokyo  and  Bahrain.  As  well  as 
in  New  \brk  and  Hong  Kong. 

We  help  most  of  the  world's  successful  international  companies. 
Somewhere  there  is  a  market  where  we  can  help  you. 


ASK  BARCLAYS  FIRST 


BARCLAYS 

International 


arclays  Bank  has  over  120  branches  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

ice  President, Corporate  Business  Development, Barclays  Bank  International, 200  Park  Avenue,New  York,N.Y.  10166. Telephone  (212)  687  8030. 
;nior  Vice  President, International  Banking, Barclays  Bank  of  California, 2971  Wilshire  Boulevard, Los  Angeles, California, 90010. Tel.  (213)  385  1501. 
ice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street, San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
arclays  Canada  Limited, Suite  3505, Commerce  Court  West, Toronto, Ontario  M5L  1G2. Telephone  (416)  862  0594. 

or  asset  based  financial  services  including  factoring  and  leasing  contact: 

cecutive  Vice  President,  BarclaysAmei  kan/Commercial,  201  S.  Tryon  Street,  Charlotte,  North  Carolina  28231.  Telephone  (704)  372  8700. 


Rising  stars 


P/E  %  variation 
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Company 

price 
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30.6% 

10.46 
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9.31 
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l.ZD 
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29.3 
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O.U3 
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Polaroid 
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White  Consolidated  Industries 

27'/8 
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2.85 

3  69 

97  1 

Z  f.  •  J 

7  n4 
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26.9 

6.80 

3.23 

2.9 

Airhnmp  Frpioht 
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'For  fiscal  years  ending  June  through  May  of  the  following  year  Percentage  around  the  average,  in  which  two-thirds  of  analysts'  estimates  fall  The  lower  the  percentaj 
the  greater  the  agreement  among  the  analysts.    A;  Actual.    NM:  Not  meaningful  Source:  Institutional  Broken  Estimate  System- Lynch,  Jones  &  ft>« 
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OUR  AIRPORTS  ARE  EXPANDING,  DUT 
THERE'S  STILL  NO  ROOM  FOR  SHODDY  SERVICE: 


FRANK  BORMAN,  PRESIDENT,  EASTERN  AIRLINES. 


pent 


In  September,  Eastern  moved  into  its  new  terminal  at  Atlanta  Interna- 
tional Airport,  the  world's  largest. The  new  facility  boasts  underground  trains, 
moving  sidewalks,  and  double  our  previous  number  of  gates. 

But,  as  impressive  as  it  is,  it'll  only  be  as  good  as  the  people  who  make  it 
work.  People  like  ticket  agent  Andy  Pittman,  whose  courtesy  and  efficiency 
are  what  Eastern  Airlines  strives  for.  Because  if  our 
service  drives  you  away,  moving  sidewalks  won't  bring 
you  back.  Eastern  will  keep  growing  to  serve  you  better, 
with  new  facilities  and  new  routes. 

But  one  thing  won't  change:  Our  commitment. 
We  have  to  earn  our  wings  every  day. 


EASTERN 

WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY. 


Big  stars 


For  most  of  the  30  Dow  Jones  industrial  stocks  1981  will  be  a 
much  better  year  than  1980,  but  only  slightly  better  than  1979. 
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Goodyear  Tire  &  Rubber 
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31.4 

6.03 

11.63 

12.11 

Inco  Ltd 
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1.58 
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4.13 

3.00 

3.87 

29.0 

7.40 

6.38 

10.4 

Merck  &  Co 

79 '/4 

4.92 

5.74 

6.55 

14.0 

12.23 

1.29 

2.2 
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Minnesota  Mining  &  Manufacturing 

55% 

5.59 

5.76 

6.47 

12.3 

8.81 

2.18 

4.3 

1  lwon  L  .1  1  M  mill. 

yj  weiia- Illinois 

4  9  1 

3  01 
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4  47 

1  4  4 

5  1  7 

9.96 

11.5 

Procter  &  Gamble 

713/4 

6.99 

7.78A 

8.61 

10.7 

8.33 

NM 

2.3 

Sears,  Roebuck  &  Co 

165/8 

2.54 

2.21 

2.81 

27.3 

6.00 

8.57 

7.9 

Standard  Oil  of  Calif 

84'/8 

10.44 

12.77 

13.52 

5.9 

6.43 

4.84 

6.3 

Texaco 

36 '/2 

6.48 

8.06 

8.60 

6.7 

4.31 

4.24 

6.4 

Union  Carbide 

465/s 

8.47 

9.49 

10.13 

6.8 

4.65 

9.26 

11.4 

US  Steel 

217/s 

^1.46 

2.45 

3.44 

40.4 

6.31 

31.52 

25.2 

United  Technologies 

53% 

5.71 

6.29 

7.01 

11.4 

7.76 

0.84 

3.7 

Westinghouse  Electric 

27 '/4 

3.85 

4.52 

4.77 

5.6 

5.63 

2.33 

5.5 

-. 

FW  Woolworth 

25 '/2 

5.07 

4.36 

5.70 

30.8 

4.41 

6.97 

6.9 

Dow  Jones  industrials 

185.63 

167.65 

207.60 

■For  fiscal  years  ending  June  through  May  of  the  following  year 
percentage,  the  greater  the  agreement  among  analysts    A:  Actual 


^Percentage  around  the  average,  in  which  two-thirds  of  the  analysts  estimates  fall  The  lower 
NA:  Not  applicable.    NM:  Not  meaningful. 

Source  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  R)\ 


Falling  stars 


The  analysts  think  that  a  recovery  is  at  hand.  Last  year  we  had 
to  earn  less  next  year  than  this  year.  This  year's  estimates 


118  falling  stars — companies  expected 
show  only  33  falling  stars  for  1981. 


Company 


Recent 
price 
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-Earnings  per  share1 
1980 

(est) 


P/E 

  %  decrease  based 

1981  of  1981         on  1981 

(est)         over  1980  estimates 


%  variation 
in  earnings 

 estimates2— 

1980  1981 


Kaiser  Aluminum  &  Chemical 
Texasgulf 
Reynolds  Metals 
Aluminum  Co  of  America 
Occidental  Petroleum 


26J/s 
585/s 
38 '/s 
72 14 
32 '/s 


$5.66 
4.05 
8.16 

14.29 
6.66 


$5.77 
7.00 
7.83 

12.89 
7.93 


$4.96 
6.08 
6.89 

11.40 
7.08 


-14.1% 

-13.1 

-12.0 

-11.6 

-10.7 


5.30 
9.50 
5.52 
6.24 
4.41 


7.22% 
11.33 
9.28 
7.70 
6.81 


14.9c 
16.97 
18.6C 
13.55 
18.5S" 

8.S  ^ 

7.C 
13.2 

9.C 
11.5 


Portec 

Alcan  Aluminium 
Amsted  Industries 
Bankers  Trust 
Bucyrus-Erie 


18% 
36  Vi 
45 '/s 
54  Vz 
26% 


1.74 
5.02 
5.88 
9.37 
2.75 


2.41 
5.89 
6.92 
14.62 
2.36 


2.18 
5.38 
6.32 
13.39 
2.18 


-9.8 
-8.7 
-8.6 
-8.4 
-7.6 


8.39 
6.87 
7.06 
4.04 
12.37 


4.27 
6.41 
4.11 
10.09 
4.85 


Cincinnati  Milacron 
Engelhard  Minerals 
AMAX 

North  American  Coal 
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51'/4 

60% 
47% 
45 
26% 


3.70 
5.32 
6.49 
3.84 
4.50 


4.02 
7.32 
7.70 
3.98 
4.02 


3.76 
6.92 
7.30 
3.78 
3.82 


-6.5 
-5.5 
-5.1 
-5.1 
-4.8 


13.58 
8.60 
6.55 

11.65 
7.16 


20.02 
10.06 
10.43 
1.18 
8.31 


6.2 
15.5 
14.1 

5 
23. C 


■For  fiscal  years  ending  June  through  May  of  the  following  year  Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall  The  lower 
percentage,  the  greater  the  agreement  among  the  analysts. 

Source  Institutional  Brokers  Estimate  System,  Lynch,  Jones  &  Ry 
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Falling  stars 


P/E 


%  variation 


-Earnings  per  share1 

%  decrease 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates 1  

impany 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

1981 
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36  % 
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$7.05 

$6.75 

—4.3% 

5.41 

4.94% 
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43  Vi 
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6.43 
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32 

5.24 

5.54 

5.37 

-3.2 

6.06 

6.34 

13.95 
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37% 

3.89 

5.94 

5.78 

-2.7 

6.53 

16.15 

30.08 

:wmont  Mining 

547s 
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7.45 
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7.90 

19.74 
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9.14 
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8.06 
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8.12 

2.87 

15.48 

ell  Transport 

39% 

10.01 
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7.68 

-2.3 

5.29 

8.54 

6.55 

>  Schlitz  Brewing 

7% 
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0.82 

0.81 
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39.50 
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11% 

1.73 

1.79 

1.77 

-1.3 

6.50 

5.85 

5.51 

mtinental  Corp 

275/s 

5.35 

5.01 

4.95 

-1.2 

5.61 

4.58 

10.95 

do  Casualty 

38% 

7.11 

6.15 

6.07 

-1-2  , 

6.38 

7.40 

17.22 

cific  Gas  &  Electric 

21'/2 

3.55 

3.86 

3.81 

-1.2 

5.71 

3.84 

3.68 

Regis  Paper 

34  y8 

4.87 

4.94 

4.90 

-0.8 

7.07 

'  7.31 

12.62 

uthern  Union 

41% 

4.78 

5.62 

5.57 

-0.8 

7.27 

5.44 

10.50 

yal  Dutch  Petroleum 

927/s 

31.03 

23.06 

23.02 

-0.2 

4.04 

12.66 

11.42 

r  fiscal  years  ending  June  through  May  of  the  following  year, 
centage.  the  greater  the  agreement  among  the  analysts. 


Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall.  The  lower  the 
Source:  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  Rvan. 


Overlooked  stars 


If  the  IBES  1981  estimates  are  correct,  these  258  stocks,  all  selling 
at  price/earnings  multiples  less  than  6.0,  are  on  the  bargain  counter. 


impany 


 Earnings  per  share'  

Recent  1979  1980  1981 

price  (est)  (est) 


P/E 

%  increase  based 
of  1981         on  1981 
over  1980  estimates 


%  variation 
in  earnings 

 estimates2  

1980  1981 


_  w  England  Merchants 

p  &  Shop 
in 
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26% 
26% 

14'/4 
123/4 

23% 


$5.81 
5.28 
3.70 
4.35 
5.53 


$7.38 
6.50 
2.58 
3.15 
5.98 


$8.04 
8.00 
3.92 
3.75 
6.43 


9.0% 
23.1 
51.7 
19.1 

7.5 


3.31 
3.34 
3.45 
3.50 
3.69 
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0.49 
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0.90 


limark 
ing  Bank 
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39 
17% 
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1.60 
7.84 
4.45 
3.63 
3.68 


1.77 
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4.50 
4.20 
5.78 
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10.26 
4.65 
4.54 
6.19 


39.8 
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3.4 
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7.1 


3.70 
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3.84 
3.86 
3.92 
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4.04 
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6.44 
26.96 

5.03 
14.21 
11.42 
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26 
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14% 
18 

42  Vs 


5.50 
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8.30 


6.11 
14.62 
3.37 
2.90 
9.77 


6.40 
13.39 
3.55 
4.26 
10.25 


4.8 
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5.5 
46.7 
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4.04 
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4.11 
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4.15 
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5.40 


ills  Fargo  &  Co 
ladelphia  National 
ufacturers  Hanover 
k  of  Virginia 
t  National  Boston 
tair 


25% 
32% 

31l/2 

13% 
36% 
17% 
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3.93 


6.09 
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4.03 


11.8 
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14.8 
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4.19 
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4.28 


6.58 
0.66 
2.39 
6.41 
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11.15 
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13 
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41% 
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6.44 


8.06 
1.90 
4.19 
6.27 
8.99 
6.71 


8.60 
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4.70 
6.75 
9.42 
6.89 


6.7 
60.2 
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7.6 
4.8 
2.6 


4.31 
4.36 
4.36 
4.37 
4.38 
4.39 


4.24 
29.69 
4.89 
1.70 
4.29 
6.30 


6.42 
21.61 
7.35 
2.48 
5.37 
2.34 


et 


fiscal  years  ending  June  through  May  of  the  following  year  Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall  The  lower  the 
ntage,  the  greater  the  agreement  among  analysts.    NA:  Not  applicable.    NM:  Not  meaningful. 

Source  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  Ryan 
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Anew 

dimension  in 
energy  savings 
along  existing  lines 

mm  Now  a  single  system  can  enhance  your  communications  capabilities  and 
lower  energy  costs  by  as  much  as  20%.  And  that  single  system  is  already  wired  to  a 
large  extent  in  any  building  with  existing  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation. 


A  decision  within  a  process  symbolizes  information  management. 


Energy  communications  achieves  vital  savings  by  applying  the  specific 
strategies  of  a  Bell  System  Energy  Study  conducted  at  your  place  of  business. 

Dimension®  PBX  with  Energy  Communications  is  easy  to  operate  and 
easily  updated.  It  implements  your  programmed  "on-ofF"  cycles  and  load-shedding 
during  times  of  peak  demand.  It  transmits  signals  to  units  that  help  prevent  energy 
waste  in  ways  as  complex  as  adjusting  heating  and  cooling  systems  and  as  simple  as 
:urning  lights  on  and  off.  Night  and  day.  Summer  and  winter. 

The  same  system  improves  overall  productivity  by  providing  more 
lexibility  and  greater  control  over  your  internal  and  external  communications. 

Managing  information  to  manage  energy  means  getting  the  most  from 
S  he  resources  on  hand— another  example  of  the  Bell  System  putting  its  knowledge  to 
vork  for  your  business. «» 

1  The  knowledge  business 


The  last  conversion. 


Introducing  the  B  5900.  Your  low-cost  opportunity 
to  switch  to  Burroughs  and  put  an  end  to  software  conversions 


Management's  investment  in  computer  software  is 
the  largest  expense  in  data  processing  today.  For 
most  computer  users  a  significant  part  of  this 
investment  is  lost  due  to  the  continuing  need  to 
convert  existing  programs  to  accommodate  changes 
in  computer  hardware  and  system  software. 

Burroughs  new  B  5900  can  put  an  end  to  these 
costly  software  conversions. 

By  moving  to  the  B  5900,  you  gain  entry  to  a 
series  of  fully  compatible  computers  ranging  from  the 
B  5900  to  Burroughs  most  powerful  multiprocessor 
B  6000  and  B  7000  systems.  This  means  you  can 
increase  your  data  processing  work  load  by  up  to  50 
times,  without  having  to  make  a  single  program 
modification  or  conversion. 

The  B  5900  is  the  low-cost  way  to  gain  access  to 
the  excellence  of  Burroughs  large  system  software, 
proven  through  two  decades  of  enhancement 
and  recognized  as  outstanding  in 
the  industry. 

Your  programming  staff  can 
take  immediate  advantage  of  this 
fully  mature  and  proven  library  of 
programs  to  implement  data  base 
management  systems,  complex 
data  communications  networks, 
distributed  data  processing  and 
Burroughs  application  program 
products  for  your  line  of  business. 

Burroughs  B  5900  is  the 
logical  choice  to  meet  your 


organization's  growing  data  processing  needs. 

Here  is  a  system  in  a  new  price/performance 
class  . . .  one  that  combines  state-of-the-art  hardware 
and  software  technologies  with  an  innovative  internal 
architecture  ...  a  system  designed  for  use  as  a 
powerful  host  computer  and  as  a  remote  data 
processor  in  distributed  networks. 

The  B  5900's  full  compatibility  with  Burroughs 
larger  systems  means  substantial  savings  in 
programming  because  the  software  you  start  with  is 
the  software  you  stay  with  . . .  there's  no  conversion! 
And  that  increases  your  productivity. 

Burroughs  has  understood  the  need  for 
increased  productivity  for  over  90  years.  That's  why 
we  provide  total  capability  in  information 
management. 

Computers,  word  processing  systems,  facsimile 
communications,  system  software,  application 
programs,  customer 
training,  maintenance,  plus 
business  forms  and 
supplies.  We  call  it  Total 
System  Support.  And  it's 
there  to  help  you  improve 
your  productivity. 

For  additional  information, 
call  your  local  Burroughs  office 
or  write  Burroughs  Corporation, 
Department  FRB-53, 
Burroughs  Place,  Detroit, 
Michigan  48232. 
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353/4 

7.25 

6.21 

7  n7 

1  3  8 

5  n9 

3.50 

5.76 

ralt^r  Financial 

10% 

2.12 

—0.01 

2.04 

NA 

5.04 

NM 

21.09 

•f  n u/pct  R^nrnrnnr^tinn 

illlVVCSl  Udlll.UlLJvlldl.IUll 

/4 

4.25 

4  ^8 

4  93 

7  6 

J.uJ 

2.16 

3.31 

jed  Stores 

22% 

4.35 

3.81 

4.54 

19.2 

5.06 

4.54 

6.64 

de 

39y4 

6.77 

7.22 

7.90 

9.3 

5.07 

3.47 

7.50 

Ivl  ul   1  UUU> 

5.12 

5.41 

S  07 

10.3 

s  n7 

2.31 

2.29 

i '  vhoiind 

147s 

2.60 

2.27 

2.96 

30.4 

5.07 

8.81 

6.23 

||  Liberty  Corp 

14% 

2.56 

2.60 

2.90 

11.7 

5.08 

4.22 

4.40 

|t  Chicago 

16 

2.91 

2.50 

3.12 

24.7 

5.08 

8.38 

10.39 

is»/8 

3.22 

1.80 

3.03 

68.5 

5.11 

8.33 

9.94 

them  California  Edison 

24  vi 

4.56 

4.04 

4.79 

18.5 

5.11 

3.91 

3.73 

|  jitern  Casualty  &  Surety 

40 'A 

7.70 

7.81 

8.01 

2.6 

5.12 

3.06 

12.89 

fiscal  years  ending  June  through  May  of  the  following  year  Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall.  The  lower  the 
mage,  the  greater  the  agreement  among  analysts.    NA:  Not  applicable.    NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  Ryan 
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Overlooked  stars 


%  variation 

-Earnings  per  share 

1  

%  increase 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2 — 

Company 

price 

(est) 

lest) 

over  1980 

estimates 

1980 

1981 

Crown  Cork  &  Seal 

27% 

$4.65 

$4.96  ' 

$5.42 

9.1% 

5.12 

3.25% 

8.9 

Household  Finance 

18'/2 

3.15 

3.07 

3.56 

16.0 

5.12 

6.17 

8.3 

Savannah  Electric  &  Power 

9'/2 

1.24 

1.45 

1.90 

31.0 

5.13 

1  7  AO 

5.2 

Gordon  Jewelry 

27 

•  4.91 

5.22 

5.25 

0.5 

5.14 

9.13 

14.1 

British  Petroleum 

39V2 

9.32 

7.32 

7.70 

5.1 

5.15 

22.99 

20.4 

Beneficial 

22 

4.17 

3.69 

4.34 

17.6 

5.15 

5.83 

5.6 

Owens-Illinois 

245/8 

4.21 

3.91 

4.47 

14.4 

5.17 

9.96 

11.5 

Fox-Stanley  Photo  Products 

11  Yi 

1.72 

1.86 

2.20 

18.3 

5.17 

7  C  Q 

/  .5{S 

0  7 

9.7 

Brown  Group 

34  Va 

5.72 

5.95 

6.60 

10.8 

5.17 

3.82 

1.5 

IP  Morgan 

45% 

7.07 

8.30 

8.65 

4.2 

5.18 

3.31 

3.6 

Sunbeam 

18Vs 

3.30 

2.80 

3.54 

26.5 

5.19 

10.86 

5.0 

GAF 

13 

1.83 

1.51 

2.43 

61.3 

5.19 

27.99 

26.0 

Crocker  National 

37 

6.01 

6.28 

6.76 

7.6 

5.20 

4.4 

Jefferson-Pilot 

26  Va 

4.43 

4.61 

5.12 

11.1 

5.20 

2.72 

2.7] 

Consolidated  Edison 

24>4 

4.51 

4.41 

4.71 

6.9 

5.20 

2.72 

6.2 

Gerber  Products 

25% 

3.45 

3.94 

4.75 

20.6 

5.21 

12.05 

20.1 

International  Multifoods 

18  72 

2.31 

3.14 

3.54 

12.7 

5.23 

6.70 

7.7i 

Equitable  Savings  &  Loan 

18'/8 

4.13 

0.90 

3.46 

284.7 

5.23 

1  £.9  on 

t*u.y 

Provident  Life  &  Accident 

46 'A 

7.52 

8.16 

8.97 

9.9 

5.24 

3.38 

6.l\ 

SEAFIRST 

26% 

4.35 

4.70 

5.00 

6.3 

5.25 

2.24 

4.2 

Palm  Beach 

22Va 

3.71 

3.67 

4.28 

16.7 

5.25 

4.53 

9.3 

Republic  Auto  Parts 

7Vi 

1.06 

1.17 

1.43 

21.9 

5.26 

4.87 

9.9 

Progressive  Corp  (Ohio) 

24 

3.09 

4.94 

4.55 

-7.8 

5.27 

1  1  C\A 

1A.  1 
Z'+.o 

Monarch  Capital 

20% 

3.40 

3.61 

3.89 

7.8 

5.27 

2.00 

2.3) 

Texas  American  Bancshares 

27% 

3.94 

4.65 

5.07 

9.0 

5.28 

3.54 

3.5 

Seaboard  Coast  Line 

51% 

8.88 

8.18 

9.96 

21.7 

5.28 

9.05 

14.3 

Shell  Transport  &  Trading 

393/4 

10.01 

7.87 

7.68 

-2.3 

5.29 

8.54 

6.| 

Kaiser  Aluminum  &  Chemical 

26% 

5.66 

5.77 

4.96 

-14.1 

5.30 

1 .2.1 

14.ii 

JC  Penney 

23 

3.52 

3.23 

4.24 

31.4 

5.31 

10.17 

10.7 

Pennsylvania  Power  &  Light 

16% 

3.32 

2.86 

3.18 

11.0 

5.31 

5.33 

3.S 

JWT  Group 

27 

4.51 

4.54 

5.08 

11.8 

5.34 

23.43 

23.2 

Kroger 

20Vi 

3.13 

3.42 

3.89 

13.8 

5.34 

2.17 

3.6 

Heck's 

I6V2 

2.29 

2.60 

3.00 

15.4 

5.34 

o.yj 

Northeast  Utilities 

8V2 

1.22 

1.35 

1.57 

15.8 

5.34 

5.62 

is 

Wachovia 

185/8 

2.98 

3.31 

3.53 

6.9 

5.34 

2.33 

i:> 

Hart  Schaffner  &  Marx 

14% 

2.45 

2.56 

2.76 

7.7 

5.35 

3.21 

(iA 

Supermarkets  General 

16% 

2.57 

2.80 

3.13 

12.0 

5.35 

2.83 

4.C 

US  Fidelity  &  Guaranty 

43 

8.27 

8.32 

8.01 

-3.8 

5.35 

1  %  (1 

So  Indiana  Gas  &  Electric 

18% 

2.29 

3.19 

3.38 

6.0 

5.36 

1.41 

2.C 

Gulf  &  Western 

18'/4 

2.68 

3.16 

3.45 

9.1 

5.36 

5.06 

2.S 

USAir 

14% 

2.24 

2.60 

2.70 

3.9 

5.37 

15.71 

38i 

Golden  West  Financial 

I8V2 

2.61 

2.75 

3.48 

26.5 

5.38 

3.14 

5.: 

Middle  South  Utilities 

12 

2.13 

2.05 

2.22 

8.3 

5.40 

3.51 

5.< 

Central  Hudson  Gas  &  Electric 

18% 

3.27 

3.20 

3.33 

4.2 

5.40 

3  AX 

0.00 

7  ■ 
0.  - 

First  Charter  Financial 

17% 

3.05 

1.43 

3.26 

127.3 

5.40 

15.15 

15J 

Kemper 

36% 

6.82 

7.05 

6.75 

-A3 

5.41 

4.94 

12.0 

Levitz  Furniture 

26% 

4.84 

3.47 

4.90 

41.0 

5.41 

8.33 

8.; 

Brockway  Glass 

I6V2 

2.29 

2.51 

3.05 

21.5 

5.41 

4.78 

7.: 

BF  Goodrich 

22% 

4.89 

3.06 

4.13 

35.2 

5.41 

7.44 

17.: 

Stauffer  Chemical 

18% 

3.10 

3.04 

3.45 

13.7 

5.43 

0 

7- 

Gulf  Oil 

45 

6.78 

7.73 

8.44 

9.2 

5.43 

5.82 

7.: 

Scott  &  Fetzer 

22% 

4.62 

3.26 

4.16 

27.5 

5.44 

3.40 

7.1 

Borden 

27 

4.31 

4.68 

4.73 

1.1 

5.44 

3.76 

6.1 

Barnett  Banks  of  Florida 

26 

3.77 

4.34 

4.72 

8.8 

5.45 

2.02 

3.: 

Xtra 

21V2 

5.10 

2.31 

3.87 

67.2 

5.46 

31.70 

32.' 

Financial  Corp  of  Santa  Barbara 

l7Va 

3.14 

1.21 

3.15 

159.6 

5.48 

A  1  QO 

4z.oy 

lo." 

NLT 

23% 

3.85 

4.06 

4.40 

8.6 

5.48 

2.05 

3.. 

Sun  Banks  of  Florida 

15% 

2.25 

2.50 

2.76 

10.3 

5.48 

2.73 

3.; 

JP  Stevens  &  Co 

17% 

3.22 

2.71 

3.09 

14.2 

5.50 

8.20 

17.. 

Consolidated  Freightways 

26% 

5.06 

3.27 

4.80 

46.6 

5.50 

14.97 

14.: 

Reynolds  Metals 

38'/s 

8.16 

7.83 

6.89 

-12.0 

5.52 

9.28 

I8.1 

APS 

9% 

1.41 

1.45 

1.67 

15.1 

5.52 

5.79 

7. 

Berkey  Photo 

5% 

0.63 

0.86 

1.02 

18.2 

5.53 

17.56 

17.: 

'For  fiscal  years  ending  June  through  May  of  the  following  year    2Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall  The  lowei 

percentage,  the  greater  the  agreement  among  analysts. 

Source:  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  A 
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FORBES,  NOVEMBER 


Here's  why  nearly  100  percent  of 
America's  cross-country  electricity 
is  transmitted  by  aluminum  today. 


Gold  $39,666     Silver  $41 2     Copper  $1 .60     Aluminum  $.53 

Here  are  the  four  most  efficient  conductors,  with  each 
bar  of  metal  sized  to  carry  the  same  amount  of  electricity. 
As  you  can  see,  only  the  copper  and  aluminum  are 
reasonably  priced* 

*  Based  on  average  metal  prices,  week  ending  July  25,  1  980 


Jecause  aluminum  is  less  expensive,  more  abundant 
nd  lighter  to  put  in  place  than  copper,  it  helps  utilities 
eep  down  the  cost  of  the  electricity  you  use. 


America's  need  for  electrical  power  is  sure  to  grow  in  the 
future.  And  Alcoa"  aluminum  will  still  be  there—  helping 
to  carry  our  electrical  energy  efficiently  and  economi- 
cally For  more  information,  write  Alcoa,446-L  Alcoa 
Building,  Pittsburgh,  PA  15219. 


We  can't  wait  for  tomorrow. 


Overlooked  stars 


P/E  %  variation 


Earnings  per  share 

%  increase 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2  

Company 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

1981 

international  ici  oc  ici 

1 1  'A 

O  1  /4 

$2.65 

$5.30 

'  $5.69 

7.3% 

5.54 

4.08% 

5.781 

vrull  OldllS  UtllilliJN 

1  1  Vi 

1.74 

1.98 

2.01 

1.4 

5.54 

6.00 

6.50 

ridlLlJUri  DldLt  JUVdllUVllll 

37% 

5.46 

5.83 

6.56 

12.5 

5.55 

0.99 

5.14 

C*  Paul  rnt 

m  ram  v  os 

J7  /8 

7  in 

•      /  .JU 

6.98 

7.09 

1.6 

5.55 

4.11 

9.79 

I  ifirnln  M  'it  i / 1 r i 'j  1  (  iirn 
LIIILUIM  !  N  il  1  lUkld  1  V.UIU 

42 

6.85 

7.17 

7.49 

4.6 

5.56 

3.61 

7.77 

Public  Service  New  Mexico 

1  a  3/. 
10/4 

9  07 

z.y/ 

1  no 

o.uy 

1  m 

8  4 

^  ^A 
0.00 

1    1  1 
L.i  J 

1  z.yo 

Northwest  Industries 

113/. 

.l.OU 

^  94 

h  1  7 

O.  1  t 

1  7  8 

1  /  .0 

^  ^7 

0.0  / 

^  84 

Central  &  >outn  west 

1  "33/, 
1 O  /8 

9  97 
L.LI 

9  11 

9  49 
L.^L 

1  A 
o.O 

^a 

0.0O 

3.00 

4.70 

Barnes  Group 

I'll/. 

1  AS 

1  19 

1  09 

0.7Z 

1  7  8 

1  r  .0 

^  ^0 

J.J7 

5.82 

3.69 

Boston  Edison 

21 

3.52 

3.33 

3.71 

1 1.4 

5.60 

6.98 

5.15 

T  T^t  R'trtrnrn 

KJ  \J  UdllvUIU 

25 

3.69 

4.06 

4.46 

9.8 

5.60 

1 .57 

1.44 

SiairttA/IV  S^tnr*»c 

3  2 1/4 

5.49 

4.87 

5.59 

14.9 

5.61 

6.73 

10.53 

nntinptital 

27% 

5.35 

5.01 

4.95 

-1.2 

5.61 

4.58 

10.95 

First  Cpmntv 

I  1191  ilLUIIlV 

19% 

3.05 

3.33 

3.54 

6.3 

5.62 

6.00 

8.95 

Minnesota  Power  &  Light 

17% 

2.92 

2.87 

3.1 1 

8.6 

5.62 

6.11 

7.23 

Wpc ti n t/h mi *;e  Flectnc 

27'/4 

3.85 

4.52 

4.77 

5.6 

5.63 

2.33 

5.50 

Ampriran  f  an 

i\  1 1 1  CI  1 V.  *I  1 1  Vail 

33% 

6.18 

5.27 

5.92 

12.3 

5.64 

7.88 

9.41 

NY  State  Flectric  Aj  fias 

16 'A 

2.83 

2.82 

2.87 

1.8 

5.65 

2.25 

3.83 

FfHpral  M  mrnl 

K  CUClal  1' IUl,U1 

20% 

3.31 

2.84 

3.60 

26.5 

5.66 

4.45 

2.78 

PPG  Industries 

36 'A 

6.47 

5.35 

6.45 

20.4 

5.66 

5.46 

11.92 

Rnrnpctpr  (  -'i^:  &   1-  Iwtrir* 

l\ULIItMt  1    VJdS  O.    Llrtu  1*_ 

1  1V« 

1 0  /B 

9  14 

2.32 

9  18 

Z..00 

2.5 

0 .170 

y.o  f 

4  17 

Moore  McCormack  Resources 

40 

4y 

7  1  n 

/ .  1U 

7  an 

0  nA 
y  .uo 

1  f,  1 
10.1 

^  A7 

O.O  / 

A  AO 

4.4y 

Shaklee 

115/. 

ZZ  /8 

1  /ii 

9  4n 

1  aa 

0.00 

ai  c; 

Ol.J 

^  Aa 

j.Oo 

1  79 

0 .  /  z. 

Emhart 

34  V2 

a  in 
4.3U 

D.Ol 

o.UZ 

O  A 

y.4 

0.O0 

1.97 

12.06 

I    iniiini  Pnurar  fb\    T  ntn  t 

v.  dioiirid  ruwci  ot  Li(t;ni 

1  83/. 
1  0  /4 

1  nA 

J.UO 

1  1  ^ 

1  98 

o.Zo 

1  0 

o.y 

^  AO 
o.oy 

3.30 

2.65 

ARA  Services 

33 

5.23 

5.2/ 

5.8U 

in  n 
1U.U 

5.69 

3.33 

c  70 

Cost  Industries 

<+0  /8 

7  8A 

1 .00 

7  1  A 

a  na 

1  1  9 
lo.Z 

c,  AO 
o.oy 

1  1  88 

1 1 .00 

0  ^n 

"Continental  Group 

19  3/. 

^  97 

5.Z  I 

^  99 
D.ZZ 

0.00 

8  4 

^  7n 

5.  /U 

2.75 

5.03 

AcManrl  Oil 

ia  3/. 
00/4 

<;  nn 

A  c;n 

A  80 

o.oy 

a  n 
o.u 

?  7n 

5.  /  u 

9.75 

14.04 

Pennwalt 

28% 

5.01 

4.34 

5.07 

16.7 

5.70 

2.85 

6.60 

Anchor  HncWinp 

niiviiui  M. IWAlIlt 

185/s 

3.09 

2.58 

3.29 

27.5 

5.70 

11.12 

10.33 

Consumers  Power 

18% 

3.24 

2.95 

3.24 

10.0 

5.70 

6.72 

3.85 

Wisconsin  Public  Service 

17 

2.81 

2.75 

2.89 

5.2 

5.70 

3.32 

3.07 

Papifii*  Flpptfip 
*  a 4-11  Iv  VJaS  <X  LlvtlllL 

9  1  'A 

Z.  1  /2 

1  5  5 

O.J  J 

1  8ft 

1  81 

0.01 

—l  9 

—  1 .  z. 

s  71 

0 .  / 1 

3.84 

3.68 

Standard  Pacific 

131/2 

2.62 

1 .52 

2.36 

54.9 

5.71 

13.78 

17.74 

Olin 

1  y  /4 

9  07 

z.y  / 

1  n  1 

1  ^9 

1  A  0 

1  o.y 

c.  71 

5.  f  1 

0  10 

0  8A 

y  .00 

A  m  f  Tt  r  a  n  iW  rpptinae 
j\  1 1 1 1  1  !  C  d  11  VjlCClillgS 

1  13A 

1 .00 

9  n<> 

9  14 

1 1  0 
lo.y 

^  79 

O.  /  z 

1  A4 
1 .04 

9  oa 
z.yo 

rlnnni  Prturc^r  fis   T  uint 
I  lUllUa  I  Urt  ll   Oc  LI^Ill 

171/. 
Z  /  /8 

4  99 

/1  i/i 

A  1 A 

0  4 
y.^ 

79 

D.I  L 

1  71 

0.  f  1 

9  81 
Z.OO 

Virginia  Electric  &  Power 

1U  /8 

1  £  1 
1 .03 

1  77 

I.// 

i  on 
1  .y(J 

7  1 

/.l 

C  70 

D.I  L 

4.92 

5  46 

Hammermill  Paper 

305/s 

4.47 

4.91 

5.22 

6.3 

5.72 

7.84 

8.74 

1A 

34 

O.04 

J!  TO 

D.Zo 

a  no 

o.uy 

1  D.O 

c;  71 

5.  M 

1  1  10 

1 1 .07 

9 1  n7 

z  1  .W  / 

Tnhn  Rliir  &  fn 

9  1  3/. 
Z  1  /4 

1  97 
o.LI 

1  49 

1  78 

1  n  4 

c;  71 

5.  /  0 

9  40 

z.H-y 

^  9n 

0  -ZU 

Eaton 

JU  /8 

d  QO 
5.  J7 

/i  in 
4.0U 

Q  9  8 

J.ZB 

99  7 

zz.  / 

71 

D.I  J 

7.05 

8.80 

\Ii  loin    (Vi  /\n  1 1*;  1/  PmAror 

iijidgdrd  JTiundWK  r owcr 

1  9  1/. 
1Z  74 

0  nn 
z.uu 

9  n9 
z.uz 

9  1  A 
Z.  1 0 

A  O 

o.y 

71 

5. 1 0 

5.12 

6.94 

Valley  Natl  Bank  of  Ariz 

33 

4.75 

5.30 

5.84 

10.2 

5.74 

3.35 

3.50 

Business  Men's  Assurance 

1^3/a 
OJ  /8 

4 

^  19 

O  -OZ 

s  on 

1  n  a 

1U.O 

5.74 

5.40 

10.82 

Ora  litre  &  Rockland  ITrilities 

I?3/. 
1  Z.  /4 

9  nn 

9  1  A 

9  98 

Z. .  Z.O 

^  8 

j  .0 

5.75 

2.01 

2.53 

Imperial  Corp  of  Amer 

Z.7  /4 

^  94 

O  .Z.'T 

9  0^ 

Z.7J 

^  1 1 

71  9 

5.75 

10.45 

7.07 

Exxon 

751/4 

9.74 

12.51 

13.12 

4.9 

5.75 

4.63 

6.03 

Florida  Power 

14V2 

2.07 

2.21 

2.52 

13.8 

5.76 

5.17 

6.08 

Mead 

9  6 'A 
z.o  / l 

4  ^  1 

4  64 

2.9 

5.77 

4.83 

12.38 

Foremost  Corp  of  America 

20  Vi 

2.34 

2.93 

3.53 

20.5 

5.77 

1  04 

1  Al 

Public  Service  of  Indiana 

1  70 

1  17 

1  77 

12.0 

5.77 

1  na 

3.22 

In  tern nrth 

11ILCIIIU1  111 

00/4 

a  na 

c;  r\A 
j.U4 

c;  a  1 

1  z  1 

s  77 

D.I  1 

3.31 

7.55 

Jewel  Cos 

19  SA 

JL  /8 

4  ^4 

s  nA 

.J.UO 

^  ^8 

J.JO 

1  n  9 

I.W.  z. 

^  78 

0 .  /  0 

4.09 

7.94 

i  exirun 

ZB 

4.M 

4.1b 

4.82 

1  c  1 
15. 0 

C  7Q 

5.  /o 

1  £0 

1  .ay 

5.0Z 

v_r k7  v^uiiiiiicnwii 

1U/4 

1  .DZ 

1 .51 

1. 10 

1  (X  0 

ij.y 

c;  70 
5.  Iy 

2.77 

4.52 

Hyster 

A  7S/ 

10.48 

6./ 2 

8.05 

1  O  7 

iy.  r 

c  70 

5.  ly 

15.86 

14.96 

Mobil 

75  Vi 

9.46 

12.81 

13.10 

2.3 

5.80 

5.77 

8.37 

Scott  Paper 

18% 

3'52 

3^02 

3'09 

2.6 

5.82 

11.55 

9.25 

Witco  Chemical 

30  Vi 

4.48 

4.18 

4.99 

19.2 

5.82 

8.72 

5.04 

White  Consolidated  Industries 

27  Vi 

4.39 

3.58 

4.55 

27.2 

5.82 

8.03 

10.55 

Cannon  Mills 

27Vi 

4.06 

3.91 

4.76 

21.6 

5.83 

9.12 

5.45 

Central  Illinois  Light 

1  r« 

2.38 

2.09 

2.40 

14.7 

5.83 

6.31 

3.29 

'For  fiscal  years  ending  June  through  May  of  the  following  year.  ^Percentage  around  the  average,  in  which  two-thirds  of  the  anal\-sts  estimates  fall  The  lower  t 
percentage,  the  greater  the  agreement  among  analysts. 

Source  Institutional  Brokers  Estimate  System,  Lynch,  [ones  &  Rya 


172 


FORBES,  NOVEMBER  10 
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Battelle  study  says 
soon  to  call  acid  rain 


Battelle  Columbus  Labora- 
tories, in  a  $97,000,  four-month 
study  funded  by  a  division  of  the 
American  Electric  Power  Co., 
has  concluded  it  is  premature  to 
say  acid  rain  is  an  environmental 
hazard  in  the  United  States. 

"It  is  difficult  to  show  that 
acid  rain  has  caused  significant 
damage  to  the  environment  in 
the  United  States,"  concluded 
Battelle  researcher  Dr.  Joseph 
H.  Oxley  in  his  summary  of  the 
study. 

Oxley  said  some  damage 
blamed  on  acid  rain  can  be 
found  in  states  "downwind"  of 
Ohio,  but  "the  damage  can  be 
explained  by  other  factors  as 
well." 

Other  scientific  organizations, 
including  the  U.S.  Environ- 
mental Protection  Agency,  agree 
that  too  little  data  has  been 


By  DICK  K1MM1NS 

Ohio  ScnppvHoward  Bureau 

gathered  to  yet  warrant  addi- 
tional air-pollution  regulations. 

But  many  researchers  have 
said  the  acidity  of  rainfall  is 
already  enough  of  a  problem  to 
justify  an  order  that  no  further 
air  pollution  be  allowed  until  the 
alleged  hazard  can  be  more  fully 
studied. 

Oxley  defended  theobjectivity 
of  Battelle's  study  —  considering 
the  source  of  its  funds. 

"AEP  stood  back  from  what 
we  did.  They  took  a  risk.  We 
could  havecome  back  with  some- 
thing saying  the  problem  is  real 
bad,  but  we  couldn't  demon- 
strate that  there  was  a  problem 
at  this  time  in  the  United  States," 
said  Oxley,  who  coordinated  a 
nine-member  research  team  for 
the  Battelle  review. 

Oxley  did  not  conduct  any  in- 
dependent scientific  research  for 


it's  too 
a  hazard 


the  study.  His  team  reviewed 
"about  a  thousand"  scientific 
studies  and  interviewed  more 
than  100  government  officials 
and  private  citizens,  relying 
mostly  on  the  existing  studies 
concerning  the  environmental 
phenomenon. 

Rainfall  becomes  acidic  when 
sulfur  dioxide  and  nitric  oxide 
pollutants  from  coal-burning 
utility  plants  and  automobiles 
are  changed  into  sulfuric  and 
nitric  acid  in  the  upper 
atmosphere. 

The  pollution  "blows  down- 
wind" of  its  sources,  sometimes 
hundreds  of  miles,  and  comes 
back  to  earth  with  rain  or  snow 
or  in  "dry"  form. 

The  giant  AEP  utility  system 
purchases  and  burns  more  coal 
than  any  other  single  industry  in 
the  U.S. 


Columbus  C.tizen.Journal,  Cotumbus,  0hi. 
September  19, 1980 


Wb  rc  American  Electric  Power 
n  .  Were  also  Appalachian  Power 
Columbus  and  Southern  Ohfo Metric 
Indiana  &  Michigan  Electric,  ' 

M^CMV  POl?Cr'  Kin9sport  Power, 
Michigan JWr,  Ohio  Power, 

and  Wheeling  Electric. 

American  Electric  Power 


Imagine  a  jet  engine 
that  cuts  one  hour  off  the 
L -A-  to  New\brk  run* 


Wedid 
Then  we  cut  up  to  40°/o  off 

the  fuel  bill* 


2  Garrett  engineer  looked 
rom  his  calculator  and  said : 
atlemen,  set  your  watches 
k  one  hour.  We  knew  what 
happened.  The  TFE731 
bofan  had  been  born,  an 
ine  up  to  40%  more  effi- 
;it  than  any  in  its  class, 
king  possible  a  whole  new 
eration  of  business  jets 
able  of  non-stop  transconti- 
tal  flight.  A  precious 
r  in  descent,  re -fueling  and 
i-off  had  been  saved. 
Everyone  was  excited, 
not  surprised.  Once  again, 
i  simply  lived  up  to  our 
utation  as  a  leader  in  energy 
:ient  engines  and  systems. 
The  Garrett  Corporation, 
as  business  as  usual. 
We  earned  our  wings  in 
ispace,  then  built  ourselves 
an  industrial  giant  by 
Ding  our  feet  on  the  ground 
our  hands  on  a  technology 
i!  brimming  with  possibil- 
i.  What  makes  us  unique  is 
we  apply  that  technology. 


It's  called  good  old-fashioned 
teamwork.  Our  engineers  never 
work  alone  on  some  remote 
piece  of  the  puzzle.  From  begin- 
ning to  end,  they  work  together. 
Feeling  responsible  for  the  entire 
project,  they  develop  a  talent 
for  innovation  that  is  second  to 
none.  The  result  has  been  some 
of  the  most  timely,  efficient, 
and  practical  solutions  to 
today's  problems. 

It's  a  working  structure 
based  on  a  corporate  philos- 
ophy :  Imagination  is  mankind's 
most  valuable  resource.  It's  a 
resource  we've  learned  to  maxi- 
mize, and  others  have  learned 
to  tap. 

Like  the  Department  of 
Energy.  They've  asked  us  to 
develop  a  lightweight  flywheel - 
electric  car  that's  capable  of 
weaving  through  up  to  100  miles 
of  city  traffic  between  recharges. 
It's  the  kind  of  challenge 
we  love. 

For  the  nuclear  power 
industry,  we've  created  a  hermet- 
ically-sealed, zero  stem  leakage 
valve  that  is  destined  to  help 
make  nuclear  power  generation 
even  safer. 


Garrett  is  also  making 
nuclear  power  more  cost- 
effective  with  an  uranium 
enrichment  centrifuge  that 
uses  only  5%  of  the  electrical 
energy  required  for  enrich- 
ment by  the  conventional 
gaseous  diffusion  process. 

You'll  also  find  us  in  every- 
thing from  office  buildings  to 
petroleum  fields,  primary 
metal  industries  to  trucking. 
Everywhere  doing  much  the 
same  thing -making  engines 
and  systems  work  harder. 
We'd  like  to  do  that  for  you. 

If  you're  wondering  how  to 
make  your  enterprise  do  more 
with  less,  we  suggest  you  get  in 
touch  with  the  people  who 
are  doing  just  that.  For  more 
information, write  our  President, 
Jack  Teske  at  The  Garrett 
Corporation,  Dept.  1,  P.O.  Box 
92248,  Los  Angeles,  CA  90009. 
If  you're  flying  out  from 
New  York,  we'd  be  glad  to 
spend  that  extra  hour  with  you. 


(GARRETT )  The  Garrett  Corporation 

One  of  The  Signal  Companies 


91 


Garrett 

The  aerospace  company  with  its  feet  on  the  ground. 


Overlooked  stars 


P/E  %  variation 


Earnings  per  share1 

%  increase 

based 

in  earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2  

Company 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

1981 

iVlercanti  e  1  exas 

99% 

$4.48 

$4.94 

10.3% 

5.84 

2.02% 

S.lj 

*>edIeU  r  owcr 

22% 

4.35 

2.25 

3.96 

75.9 

5.84 

14.40 

10.8! 

Southland 

22Vn 

3.02 

3.18 

3.61 

13.8 

5.85 

3.55 

5.91 

Monsanto 

56 

9.04 

7.20 

9.46 

31.5 

5.85 

6.77 

13.9: 

Chubb 

43  Vi 

7.87 

7.78 

7.47 

-3.9 

5.86 

5.42 

14.3C 

General  Tire  &  Rubber 

20 

3.44 

0.83 

3.43 

311.6 

5.87 

36.73 

29.8; 

Northern  Indiana  Public  Service 

l2Vs 

1.86 

1.79 

2.06 

15.2 

5.87 

4.79 

7.7; 

Burlington  Industries 

20 'A 

2.73 

3.03 

3.51 

16.0 

5.87 

4.02 

9.4: 

Scovill 

18Vs 

3.35 

2.53 

3.06 

21.1 

5.88 

6.30 

8.01 

Beatrice  Foods 

20% 

2.81 

3.12 

3.53 

13.1 

5.89 

3.65 

4.3. 

Lane  Co 

27  Vi 

4.62 

4.40 

4.67 

6.1 

5.89 

8.50 

8.4j 

Nabisco 

25 

3.10 

3.88 

4.28 

10.4 

5.90 

1.53 

2.1C 

Leggett  &  Piatt 

12% 

1.70 

1.54 

2.12 

37.7 

5.91 

3.11 

5.94 

Tucson  Electric  Power 

14 

2.17 

2.24 

2.37 

5.8 

5.92 

2.72 

4.2( 

Commonwealth  Edison 

19% 

2.51 

3.00 

3.31 

10.5 

5.93 

2.69 

2.90 

Southwest  Bancshares 

29% 

3.91 

4.63 

5.14 

11.2 

5.93 

1.86 

2.7; 

Baltimore  Gas  &  Elec 

21% 

3.40 

3.38 

3.64 

7.7 

5.93 

3.76 

1.7 

Amerada  Hess 

38 

6.07 

6.27 

6.42 

2.4 

5.94 

5.10 

9.7: 

Republic  of  Texas 

30% 

4.08 

4.63 

5.09 

10.0 

5.94 

2.12 

2.60 

Evans  Products 

24  Vi 

4.65 

3.51 

4.20 

19.8 

5.95 

13.51 

13.3< 

McGraw-Edison 

287s 

4.44 

2.94 

4.77 

62.0 

5.95 

8.63 

4.5< 

Allied  Chemical 

56% 

6.18 

8.00 

9.43 

17.8 

5.95 

4.20 

5.01 

First  United  Bancorporation 

35 

4.85 

5.39 

5.87 

9.0 

5.96 

1.84 

3.81 

Marion 

205/« 

2.79 

3.21 

3.44 

7.0 

5.96 

2.33 

9i; 

New  England  Electric  System 

21V2 

3.45 

3.46 

3.60 

4.0 

5.97 

1.31 

2.0J 

Public  Service  Elec  &  Gas 

I8V2 

2.85 

2.98 

3.12 

4.6 

5.97 

~K  QQ 

j.77 

3.81 

Aetna  Life  &  Casualty 

39 

6.93 

6.54 

6.61 

1.2 

5.97 

3.61 

10.81 

Ksncac  P < i w_r t ' r  &  T  iont 

l  /  /a 

9  sn 

9  87 

9  0^ 

<s  07 

D .  7  1 

2.40 

4.41 

Arizona  Bank 

18'/8 

2.40 

2.73 

3.03 

11.3 

5.98 

0.92 

0.93 

Collins  &  Aikman 

8% 

1.32 

1.10 

1.46 

33.6 

5.98 

5.21 

5.i: 

Arizona  Public  Service 

17% 

2.90 

2.81 

2.97 

5.6 

5.98 

3.44 

2.80 

Central  Illinois  Public 

11  Va 

1.80 

1.73 

1.90 

9.6 

5.99 

1.66 

5.2l 

Easco 

17% 

2.21 

1.52 

2.88 

89.3 

5.99 

30.80 

7.1 

American  Brands 

83% 

12.00 

12.99 

13.92 

7.1 

5.99 

4.75 

5.1 

Ferro 

22 

4.07 

3.20 

3.67 

14.7 

5.99 

10.83 

7.5< 

■For  fiscal  years  ending  June  through  Max  of  the  following  year  Percentage  around  the  average,  in  which  two-thirds  of  the  analysts'  estimates  fall  The  lower  ] 
percentage,  the  greater  the  agreement  among  analysts. 

Source  Institutional  Brokers  Estimate  System,  Lynch.  Jones  6  Ryt 


Recovering  stars 


Although  these  14  companies  will  all  lose  money  in  1980  the  analysts  are  predicting  all  will  earn  at  least  50  cents  a  si 
in  1981.  Since  all  these  companies  have  negative  earnings  in  1980,  a  percent  increase  figure  would,  of  course,  be  meaningl 


P/E 

% 

variation 

-Earnings  per 

share'  

%  increase 

based 

in 

earnings 

Recent 

1979 

1980 

1981 

of  1981 

on  1981 

 estimates2  

Company 

price 

(est) 

(est) 

over  1980 

estimates 

1980 

1981 

Co  itinental  Air  Lines 

7«/2 

$-0.87 

$-0.25 

$0.80 

NA 

9.38 

NM 

99.5 

Eastern  Air  Lines 

8 

2.10 

-0.81 

1.75 

NA 

4.57 

NM 

37.9 

Firestone  Tire  &  Rubber 

8% 

1.17 

-1.09 

1.11 

NA 

7.85 

NM 

27.2 

Ford  Motor 

28 

9.75 

-10.97 

3.03 

NA 

9.37 

NM 

58.1! 

General  Motors 

52  Vi 

10.04 

-2.11 

5.61 

'NA 

9.41 

NM 

25.4 

Gibraltar  Financial,  Calif 

10% 

2.12 

-0.01 

2.04 

NA 

5.03 

NM 

21.0 

International  Harvester 

34% 

10.32 

-8.01 

5.63 

NA 

6.15 

NM 

28.4 

Outboard  Marine 

l3Va 

2.00 

-0.13 

1.86 

NA 

7.27 

NM 

22.7 

Pan  American  World  Airways 

4% 

0.96 

-1.13 

0.50 

NA 

9.92 

NM 

105.4 

Republic  Airlines 

7% 

0.70 

-0.27 

1.13 

NA 

6.97 

NM 

30.5 

Trans  World 

16% 

-0.41 

-0.24 

2.23 

NA 

7.47 

NM 

43.0 

UAI 

I8V2 

-2.50 

-0.84 

1.81 

NA 

.10.28 

NM 

126.8 

Uniro'  al 

5% 

-1.41 

-0.48 

0.65 

NA 

9.01 

NM 

74.5 

Western  Air  Lines 

7% 

2.31 

-0.42 

0.75 

NA 

9.47 

NM 

137.Q 

'For  fiscal  years  ending  June  through  May  of  the  following  year.  Percentage  around  the  average,  in  which  two-thirds  of  the  analysts  estimates  fall  The  lower  j 
percentage,  the  greater  the  agreement  among  analysts.    NA:  Not  applicable.    NM:  Not  meaningful 

Source:  Institutional  Brokers  Estimate  System;  Lynch.  Jones  &  AY< 


176 


FORBES,  NOVEMBER  1( 


n  Li 


SIS  TIMBER,  WE  REALLY  PUT  IT 


In  1979,  lumber  sales  at  Plum  Creek, 
)ur  wholly-owned  subsidiary  headquartered  at 
Columbia  Falls,  Montana,  rose  to  a  record  232 
Inillion  board  feet.  But  at  Plum  Creek,  volume  is  just 
>ne  part  of  the  story.  Because  this  expanding 
vood  products  operation  also  processes  timber 
'ery  efficiently. 

For  instance,  sawdust  and  shavings  from 
he  sawmills  are  glued  and  pressed  together  to  form 
iberboard.  Wood  chips  are  sold  to  pulp  mills, 
leftover  bark  is  used  to  fuel  the  mill's  boilers. 

While  timber  is  a  renewable  resource,  we  can't 


afford  to  waste  what 
we  have.  So  when  we 
harvest  timber,  we 
really  put  it  through  the 
mill.  Down  to  the  last  sliver. 
Our  full-utilization  approach  to  timber  applies 
equally  well  to  our  oil  and  gas  operations,  our  coal 
and  mineral  division,  the  railroad  and  its 
subsidiaries  like  BN  Transport  and  Burlington 
Northern  Air  Freight.  Burlington  Northern 
not  only  supplies  America  with  natural  resources, 
we  also  provide  an  efficient  means  to  move  them. 


BURLINGTON  NORTHERN 


Mixing  high-class  show  biz  with  superb  fi- 
nance, Philip  Morris  is  striving  to  achieve 
what  may  be  impossible — maintaining  supe- 
rior growth  in  three  low-growth  industries. 

The 

George  Weissman 
road  show 


By  Paul  Gibson 


Chairman  George 
Weissman  ( left )  in  Philip 
Morris'  headquarters  in 
New  York.  Above, 
Weissman  at  Paris'  Le 
Bourget  Airport  with 
Michael  Horst,  president 
of  Philip  Morris  France. 


At  Paris'  Le  Bourget  Airport  George  Weissman 
is  inside  the  private  reception  area  before  his  aides 
realize  his  chartered  jet  has  landed.  As  they  scurry  to 
collect  his  bags,  Weissman  catches  sight  of  a  photog- 
rapher, flashes  a  smile  and  from  inside  his  London 
Fog  raincoat  withdraws  a  pack  of  cigarettes. 

He  pauses  an  instant  before  lighting  up.  His  hand 
slides  down  the  pack  in  a  well-practiced  move  to 
reveal  the  brand  name.  Marlboro,  of  course.  A  movie 
star  could  hardly  have  done  it  better.  That's  only  to 
be  expected.  Before  Weissman  became  chairman  and 
chief  executive  at  Philip  Morris  Inc.  in  November 
1978  he  had  spent  time  as  a  press  agent  for  Sam 
Goldwyn.  You  can't  have  better  training  than  that. 
Promoting  Hollywood  and  selling  cigarettes  aren't  all 
that  different.  Much  of  the  art  in  both,  as  Weissman 
cheerily  acknowledges,  lies  in  building  dreams  and 
images. 

A  notch  under  6  feet  tall  and  showing  only  traces 
of  gray  at  the  temples,  Weissman,  61,  is  a  natural 
salesman  who  identifies  easily  with  his  product. 
Give  him  a  Stetson  in  place  of  the  rain  hat  he  is 
wearing  and  he  could  pass  as  the  Marlboro  Man  with 
his  weather-beaten,  well-used  face. 

This  day,  as  he  rides  into  Paris  in  a  chauffeured 
limo,  Weissman  has  the  building  of  dreams  and 
images  very  much  on  his  mind.  During  the  next  96 
hours  he  will  woo  this  city's  leading  investment 
bankers,  establish  better  relations  with  the  French 
state  tobacco  monopoly  for  Marlboro,  address  the 
Paris  financial  press  and  host  a  morale-boosting  par- 
ty for  his  European  executives. 

Clearly  this  is  no  autumn-in-Paris  junket,  even 
though  Mildred,  his  wife  for  36  years,  is  along  for  the 
trip,  and  there  will  be  a  visit  to  the  new  Georges 
Pompidou  Center  for  the  arts. 

But  why  spend  so  much  time  here?  The  French 
market  surely  cannot  do  much  to  stimulate  Philip 
Morris'  lackluster  stock,  or  even  consume  many 
cigarettes.  All  the  Marlboros  consumed  by  Parisians 
in  a  year  probably  can  be  made  in  a  day  at  Philip 
Morris'  main  plant  in  Richmond,  Va.  The  answer  to 
this  will  become  clear  only  as  Weissman  unveils  his 
Paris  presentation. 

During  the  past  quarter-century  few  consumer 
goods  firms  have  rivaled  Philip  Morris'  record  for 
uninterrupted  profitable  growth.  In  the  past  nine 
years  alone  Philip  Morris  has  raised  sales  and  earn- 
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Leaf  tobacco  wider  inspection  at  the  Philip  Morris  plant  in  Richmond,  Va 


Up  in  smoke 

In  the  past  decade  Philip 
Morris'  Marlboro  brand  has 
overtaken  Reynolds' 
Winston  to  firmly  establish 
itself  as  America's  favorite 
smoke.  Both  brands  are 
"mature,"  but  Marlboro  is 
still  picking  up  market 
share. 


Marlboro 
(Philip  Morris) 


/ 


Winston 
(R.J.  Reynolds) 


Source,  folm  C  Maxwell  Jr. 


ings  more  than  sixfold.  Through  this 
first  ten  months  Philip  Morns  has  conij 
to  blaze  ahead  and  by  year's  end  its  revj 
will  likely  be  up  a  further  20%  or  so,  to  a| 
$7.3  billion.  For  earnings,  Wall  Street  ej 
$5.10  a  share,  a  25%  gain.  Next  year,  al 
$6.  Recession  or  no. 

But  how  long  can  you  maintain  a  pac 
this?  How  long? 

There's  no  hiding  the  fact  that  gains  i 
sumption  of  cigarettes  and  beer — Millei 
Philip  Morris'  other  major  product — is  si 
in  the  U.S.  This  year  Americans  will 
some  $16  billion  to  purchase  615  t 
smokes.  That's  almost  8  cigarettes  per  d 
every  man,  woman  and  child.  Impress 
these  figures  are — or  alarming,  dependi 
your  viewpoint — they  tend  to  mask  th 
that  for  four  of  the  last  five  years  unit 
have  advanced  at  a  declining  rate.  The  jw 
year  gains  are  now  averaging  well  belov 
The  health  question  is  clearly  taking  its 

But  in  the  rest  of  the  world,  where 
3.8  trillion  cigarettes  will  be  lit  thi 
sales  still  climb  by  3%  to  4%  ann 
Greater  affluence  in  Europe  and  modest, 
proved  living  standards  in  certain  Third 
countries  indicate  the  trend  will  con 
health  scares  or  no.  As  Weissman  likes 
it,  cigarettes  are  the  ordinary  man's  tranc 
er  the  world  over,  and  Marlboro  has  bee 
world's  bestselling  brand  since  1972. 

So  Weissman  has  taken  to  the  road 
cigarettes,  beer  and  (since  his  1978  Sev< 
purchase)  soft-drink  brands  to  sell.  Alreac 
year  he  has  put  on  similar  promotions  i 
rich  and  London,  calling  where  he  can  t 
leading  money  men  and  financial  writer: 
er,  Philip  Morris  will  play  Tokyo.  Not 
among  Weissman's  hopes  is  that  these 
ers  of  public  opinion  and  tastes  will  stin 
demand  for  Philip  Morris'  products  and 
alike;  at  a  recent  43,  the  stock  is  still  stru 
to  break  out  from  a  five-year  plateau,  a  de 
ing  performance  for  executives  in  a  con 
where  rewards  come  as  much  in  the  fa 
stock  options  as  in  huge  salaries.  It's  g 
harder  for  Philip  Morris  men  to  boast 
have  as  many  millionaires  within  their 
as  does  IBM. 

So  today  it's  Paris  and  the  Ritz  Hotel  c 
elegant  17th-century  Place  Vendome. 
Morris  is  traveling  first  class.  Besides  h 
tourige  of  executives  from  the  Paris 
Weissman  has  officers  and  directors  fron 
sanne  and  New  York  in  tow,  plus  a  cc 
aides  from  Lehman  Brothers  Kuhn  Loe 
investment  banking  firm  that  will  off] 
host  tomorrow's  reception  and  banquet  f 
financial  community. 

While  his  wife  unpacks,  Weissman  g< 
work.  He  huddles  with  key  staffers,  che 
the  latest  sales  figures — satisfactory — a: 
fining  his  presentation.  Then  it's  into  a  c< 
of  chauffeured  Cadillacs  and  Mercedes 
fast  drive  across  the  Pont  Neuf  and  dinr 
22  at  Lape'rouse,  the  famed  Left  Bank  eat 

Someone  has  done  his  homework, 
been  19  years  since  Weissman  last  had  c 
there  and  that  was  to  celebrate  the  first  i. 
tant  deal  Philip  Morris  made  in  France. 
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Moms'  shoupiece 
:o  plant  in 
ond,  Va.,  boasting 
ificial  lake  and  a 
-x  view  for  every 
ction  worker. 


tailor-made  opportunity  for  Weissman  to  do 
some  back-patting  by  reminding  his  guests 
that  Philip  Morris  in  France  has  come  a  long 
way;  this  year  Philip  Morris  should  capture 
almost  5%  of  the  French  market,  up  from 
barely  1.2%  in  1974.  The  French  are  starting  to 
give  up  their  pungent  Gauloises  and  Gitanes 
with  their  strong  black  tobaccos  in  favor  of  the 
blond,  lighter-tasting  American  tobaccos.  On 
cue,  two  stunning  brunettes  sheathed  in  white 
circulate  among  the  guests  carrying  old-fash- 
ioned cigarette  trays  laden  with  Philip  Morris 
brands — Virginia  Slims,  Merit  and  the  new  (for 
France)  Philip  Morris  Super  Lights.  The  show- 
biz touch  is  perhaps  a  trifle  American  for  re- 
fined Parisian  tastes,  but  it  serves  to  drive 
home  an  important  point:  Selling  is  what  this 
evening  is  all  about. 

The  party  doesn't  break  until  almost  mid- 
night, but  there  are  few  stragglers  for  the  staff 
meeting  Weissman  has  called  for  8:30  next 
morning.  At  9:30  the  Lehman  crew,  headed  by 
Managing  Director  Frederick  Frank,  is  ushered 


ans 

\rty  in  Paris,  Weissman 
a  i  ;p  cigarette 

tray  that  contains 
Hip  Moms  brands. 


in.  Pink-cheeked  from  a  presunrise  jog  in  the 
majestic  Tuileries  Gardens,  Frank  explains  how 
French  money  managers  are  interested  mainly 
in  reliable,  long-term  equity  investment  and 
favor  top-class  U.S.  companies  with  household 
names  and  reputations  for  stability,  such  as 
IBM  or  Eastman  Kodak.  They're  buying  safety 
plus  a  stake  in  products  that  cannot  readily  be 
duplicated  by  European  firms.  Steels  and  tire 
companies  can  forget  this  equity  market. 

There's  a  slight  embarrassment  here.  Phil- 
ip Morris'  bonds  aren't  quite  blue  chip. 
For  a  consumer  goods  company,  Philip 
Morris  is  unusually  leveraged.  Where  archrival 
R.J.  Reynolds  Industries  Inc.  has  about  30  cents 
of  debt  for  each  $1  of  equity,  Philip  Morris  has 
had  over  $1.  Frank's  implicit  message  to 
Weissman  is  to  skirt  around  this  point  by 
stressing  Philip  Morris'  clearly  superior  growth 
record.  Where  Reynolds  (Winston,  Camel,  etc.) 
has  been  in  a  rut  with  its  market  share  stuck 
around  33%  for  almost  a  decade,  Philip  Morris 
has  almost  doubled  its  share,  to  nearly  29%. 
Likewise  in  beer.  Since  1976  Miller  has  almost 
tripled  its  dollar  sales  whereas  Anheuser-Busch 


hasn't  even  doubled,  and  now  Miller  is  within 
hailing  distance  of  the  industry  leader. 

Weissman  keeps  that  tip  in  mind  when  he 
strides  around  Place  Vendome  to  the  offices  of 
L'Union  des  Assurances  de  Paris.  The  govern- 
ment-owned UAP  is  France's  largest  insurance 
company  and  potentially  a  big  investor  in  Phil- 
ip Morris'  stock.  Weissman  spends  80  minutes 
closeted  with  UAP's  chairman.  His  reception 
is  cordial. 

Right  on  schedule,  Weissman  is  back  at 
the  Ritz  for  a  last-minute  check  over 
his  speech;  a  hunt-and-peck,  two-finger 
typist  from  his  early  days,  Weissman  wrote  the 
first  draft  himself.  But  something  is  wrong. 
Weissman  has  noticed  there's  no  sign  in  the 
hotel  lobby  telling  Philip  Morris  guests  where 
to  go.  Lehman's  man  tries  to  explain  that  the 
Ritz  doesn't  allow  such  signs.  "Well,"  growls 
Weissman,  "Cre'dit  Suisse  had  one  for  its  party 
last  night." 

Does  all  this  indicate  excessive  attention  to 
detail  by  a  top  executive?  Weissman  doesn't 
think  so.  He  has  heard  that  the  financial  road 
shows  most  other  U.S.  firms  take  to  Europe 
consist  only  of  a  vice  president  and  a  PR  man 
with  a  flip  chart.  He's  determined  Philip  Mor- 
ris will  be  a  cut  above  that.  So  the  40  or  so 
bankers  now  assembling  in  the  ornate  Salon 
Psyche'  with  its  gilded  Louis  XV-style  chairs 
will  be  entertained  over  the  next  two  and  a  half 
hours  with  three  speeches,  a  slide  and  movie 
show  that  includes  Miller  and  7UP  commer- 
cials, plus  a  seven-course  banquet  with  three 
different  wines,  followed  by  cigars.  Through  it 
all  Weissman  and  his  aides,  ever  the  attentive 
and  lavish  hosts,  beam  and  smile. 

It  is  midafternoon  when  the  bankers,  jovial 
now,  depart.  They  have  scant  inclination  to 
ask  any  probing  questions,  but  carry  glowing 
memories  of  how  well  Philip  Morris  is  per- 
forming. Some  samples: 

•  In  15  years,  Philip  Morris  in  cigarettes  has 
climbed  from  sixth  in  a  six-company  industry 
to  second,  and  in  1979  sold  402  billion  ciga- 
rettes around  the  globe  to  capture  9%  of  the 
total  world  market. 

•  From  seventh  place  in  1972,  Miller  has 
also  climbed  to  second  place  and  now  produces 
more  beer  than  the  total  national  output  of  all 
but  five  countries,  France  included. 

Later  in  the  afternoon  Weissman  will  lay  out 
the  red  carpet  again,  this  time  for  the  French 
financial  press.  They  do  ask  questions,  but 
their  inquiries  are  sufficiently  innocuous  and 
predictable  to  allow  Weissman  to  indulge  in 
some  sharp  one-line  responses  that  even  in 
translation  keep  the  press  laughing.  For  exam- 
ple, asked  about  his  own  personal  consump- 
tion, Weissman  replies:  "Forty  cigarettes  a 
day,  one  or  two  beers  and  I  ^also  drink  some 
wine."  The  French  love  that. 

On  reflection  the  analysts  will  recall  that 
they  have  been  told  nothing  they  could  not 
have  read  in  Philip  Morris'  official  quarterly  or 
annual  reports  to  stockholders.  The  more  cyni- 
cal reporters  already  realize  it.  Some  may  real- 
ize there  was  a  lot  they  weren't  told. 

For  instance,  Weissman's  presentation  art- 
fully glossed  over  some  potentially  embarrass- 
ing points.  Marlboro  is  now  an  aging  brand.  It 
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Neatly  stacked  cases  of 
Miller  Lite  tint  lit  shipment 
from  the  Eden,  N.C. 
brewery. 


was  launched  years  ago  as  a  cigarette  for  wom- 
en and  even  had  a  red  tip  to  hide  lipstick.  In  its 
present  macho  form  it  has  been  on  the  market 
since  1954,  and  nowadays  Marlboro's  U.S. 
sales  grow  less  than  3%  annually,  vs.  10%  to 
17%  in  the  early  1970s.  A  mite  scary  when  you 
recall  that  Marlboro  accounts  for  almost  half  of 
Philip  Morris'  total  cigarette  volume.  Then 
there's  Cambridge,  Philip  Morris'  entry  in  the 
crucial  ultralow-tar  market.  It  has  been  less 
than  a  glittering  success  even  though  Philip 
Morris  may  have  spent  well  over  $60  million 
since  last  April  to  launch  it.  Likewise,  two  new 
brews  from  Miller — Clipper  and  Player's — 
have  satisfied  few  palates 

It's  unlikely  he  forgot,  but  Weissman's  offi- 
cial presentation  also  failed  to  mention  that 


Chug  a  lug 


After  a  slow  start,  Philip 
Morris'  Miller  beers  gained 
rapid  market  acceptance  and 
moved  within  sight  of 
Anheuser-Busch,  the 
market  leader.  However, 
Busch  has  launched  a  media 
blitz  and  is  no  longer  a 
sleeping  giant. 


i<r\, 


25%+ 


w 


just  when  annual  growth  in  the  beer  b 
is  starting  to  slow,  industry  leader  Ar 
Busch  is  getting  more  aggressive. 
Busch  3rd,  an  avid  sportsman  in  his  y 
now  firmly  in  charge  in  St.  Louis  and  [ 
determined  that  the  family  business  rei 
undisputed  right  to  be  known  as  the 
Beers.  August  Busch  has  announced  a 
lion  capital  expansion  that  will  push 
output  in  four  years  from  SO  million  bi 
70  million  barrels.  That's  almost  50'! 
beer  than  Miller  could  sell  last  year. 

Besides  all  that,  Reynolds  this  Sej 
made  a  surprise  move  designed  to  shovw 
too,  is  springing  back  to  life,  by  annou 
$1  billion  program  for  expansion  and  a. 
tion  of  cigarette  plants  at  its  Winston 
N.C.  headquarters. 

hile  he  is  contemplating  this, 
man  must  also  ponder  the  sta 
escalation  that  is  taking  plac 
vertising  and  marketing  costs.  Last  yea 
olds  hoisted  its  ad  expenditures  from  an 
1 .30  cents  a  pack  to  1 .74  cents  and  then 
lifted  its  budget  in  this  year's  first  qu 
2.22  cents,  according  to  Lehman's  anab 
C.  Maxwell  fr.  That's  almost  a  full  cent 
above  what  Philip  Morris  is  spending. 

It's  the  same  story  in  beer.  In  the  earl 
Miller  staggered  what  was  then  a  sleep; 
try  by  letting  its  cigarette  marketers 
Miller;  in  the  past  four  years  alone  the 
than  doubled  Miller's  ad  budget  to  $75  i 
The  gambit  bought  Miller  market  shar 
also  eventually  forced  Anheuser-Busch  t 
ate.  Since  1976  Anheuser-Busch  has  tri 
advertising  to  the  point  where  it  ags 
spends  Miller. 

The  brilliance  of  Philip  Morris'  str4 
the  past  was  its  ability  to  take  surplu 
from  its  cigarette  business  and  use  t 
expand  into  other  businesses,  as  it  did 
with  Miller.  Not  all  its  moves  produc 
ners.  For  a  while  Philip  Morris  had  asp 
to  be  another  American  Home  Product 
branched  into  shaving  and  toiletries,  0 
gum  and  hospital  supplies.  It  four 
markets  already  too  crowded,  an 
than  risk  losses  it  wisely  bail 
Along  the  way,  Philip  Morris  1 
dabbled  in  real  estate,  homc-b 
and  industrial  packaging.  Th« 
isn't  very  profitable,  but  it  dc 
Philip  Morris  a  better  idea  of  j 
pay  for  the  cans  and  packs  it  ge 
other  sources. 

Buoyed  by  its  success  with 
Philip  Morris  in  1978  paid  oi 
million  for  St.  Louis-based  Se 
Co.  The  all-cash  deal  was  equiv 
15  times  earnings,  a  high  price, 
reasoning  was  that  selling  soft 
and  selling  beer  are  very  simih 
arc  bought  mainly  in  food  stores 
Now  with  Miller  still  sopping  i 
like  a  barman's  cloth,  Weissman  mi 
extra  funds  to  promote  Seven-Up  agair 
siCo  and  Coca-Cola;  neither  is  a  slouch 
comes  to  marketing. 

Each  time  Weissman  steps  outside  t 
Hotel  he  confronts  a  statue  of  Napoleon 
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like  Caesar  atop  a  bronze  column  made  from 
1,200  cannons  captured  at  Austerlitz.  That  was 
the  height  of  Napoleon's  glory,  but  not  even  old 
"Boney"  relished  fighting  on  three  fronts  at 
once.  Is  Weissman  in  danger  of  overextending 
Philip  Morris'  reach? 

Forbes  corrals  Weissman  in  his  suite  and 
puts  the  question  to  him.  Weissman  has  his 
jacket  and  shoes  off,  his  tie  loosened.  He  asserts 
he  isn't  overawed  by  any  of  his  adversaries,  but 
admits  that  it  is  far  too  early  to  give  an  answer 
on  the  outcome  of  all  his  battles. 

But  in  a  sense  Weissman  does  supply  an 
answer  of  sorts,  by  dipping  back  even  further 
into  history.  Philip  Morris,  he  explains,  is  a 
company  with  a  Masada  complex,  referring  to 
the  desperate  defense  waged  by  a  group  of  first- 
century  Jews  against  powerful  Roman  legions. 
Philip  Morris  has  been  under  attack  for  a  long 
time.  First  it  was  embattled  within  the  tobacco 
industry  as  it  fought  its  way  up  the  ladder.  Then 
there  were  the  attacks  from  outside,  by  the 
government  agencies  and  the  antismoking  cru- 
saders. When  you  have  that  embattled  psychol- 
ogy, Weissman  is  explaining,  everybody  gets 
drawn  together,  their  loyalty  to  the  cause  in- 
creases. Weissman  himself  makes  the  reference 
to  Masada,  remembering  how  those  besieged 
Jews  bravely  withstood  the  Roman  legions  for 
almost  two  years.  Clearly  he  believes  Philip 
Morris  will  come  out  fighting. 

Then  Weissman  comes  close  to  making  a 
prediction.  His  aim,  he  says,  is  at  least 
to  double  the  company's  earnings  and 
balance  sheet  in  the  next  five  years.  Not  quite 
the  pace  of  Philip  Morris  under  Joseph  F. 
Cullman  3rd,  his  predecessor,  but  impressive 
nonetheless. 

It  isn't  easy  inheriting  a  business  from  some- 
one who  became  a  marketing  legend  in  his 
own  time.  A  quiet,  self-effacing  man,  Joe  Cull- 
man cut  his  cigarette  competitors  to  shreds.  At 
the  end  of  his  21 -year  reign  Philip  Morris  had 
grown  to  the  point  where  its  earnings  were 
almost  half  as  large  again  as  its  revenues  had 
been  in  1957,  the  year  he  took  charge. 

Although  Weissman  was  Cullman's  right 
hand  during  much  of  that  era,  they  came  from 
vastly  different  backgrounds.  Cullman  was  a 
fourth-generation  member  of  one  of  America's 
most  influential  dynasties,  descended  from 
prosperous  German-Jewish  wine  merchants 
and  was  connected  by  marriage  to  New  York's 
"Our  Crowd"  elite,  the  Lehmans,  the  Loebs 
and  the  Bloomingdales. 

Weissman  is  second-generation  American. 
His  father  came  to  New  York  in  1891  at  age  7 
from  central  Europe  via  Liverpool,  a  name  tag 
on  his  coat  and  no  background  to  remember. 
Somehow  he  educated  himself,  became  a  milli- 
ner, and  ran  a  business  that  was  too  precarious- 
ly financed  to  offer  his  son  employment.  In- 
stead George  Weissman  majored  in  accounting 
at  New  York's  City  College,  worked  nights  at 
Ohrbach's  on  14th  Street  picking  up  clothes 
that  women  customers  dumped  on  the  floor, 
and  studied  on  the  subway  back  to  the  Bronx. 
On  graduation  the  only  available  job  was  as  a 
$40-a-week  police  reporter  for  the  Newark  Star- 
Ledger.  The  day  after  Pearl  Harbor  he  enlisted 
in  the  Navy,  chased  submarines  and  hit  beach- 


heads for  three  and  a  half  years  and  returned  to 
write  the  war  book.  "I  spent  30  days  behind  the 
typewriter  and  found  myself  with  an  absolute 
and  complete  block,"  recalls  Weissman.  Then, 
as  they  say,  Weissman  got  lucky.  A  friend 
asked  him  to  review  a  new  Samuel  Goldwyn 
movie  called  The  Best  Years  of  Our  Lives  for  some 
labor  papers.  Goldwyn  saw  the  review  and  was 
sufficiently  impressed  to  hire  Weissman  as  a 
Hollywood  publicist  at  $125  a  week. 

Weissman's  own  best  years  seemed 
short-lived.  In  1948  he  was  fired  in  a 
disagreement  about  promoting  an- 
other movie.  But  a  friend  stepped  in  and  recom- 
mended Weissman  to  Benjamin  Sonnenberg, 
one  of  the  pioneers  of  the  public  relations 
business.  Among  Sonnenberg's  clients  was  Phil- 
ip Morris.  Within  four  years  Weissman  was 
working  directly  for  Philip  Morris  as  assistant  to 
then-president  O.  Parker  McComas.  Within  15 
years  Weissman  was  occupying  the  president's 
office.  Today,  Weissman  gets  $666,000  in  salary 
as  chairman,  earning  his  original  weekly  pay- 
check as  a  reporter  every  eight  minutes. 

His  climb  to  the  top  wasn't  without  anguish  or 
doubt.  Among  the  worst  moments  was  the  day 
in  1960  when  Cullman  asked  him  to  run  the 
fledgling  international  operation.  "Ididn't  know 
whether  I  was  being  thrown  sideways,  down- 
stairs or  out  the  window,"  recalls  Weissman. 
"Here  I  was  running  99%  of  the  company  and 
the  next  day  I'd  be  running  1%  or  less." 

Equally  harrowing  was  the  period  in  the  mid- 
Seventies  when,  after  years  of  being  regarded  as 
heir  apparent,  Weissman  was  "elevated"  to 
vice  chairman,  shorn  of  all  responsibilities  for 
cigarettes  and  thrust  into  a  three-way  struggle 
for  the  succession  with  Ross  Millhiser,  who  as 
brand  manager  had  helped  launch  Marlboro  in 
flip-top  boxes,  and  John  Murphy,  a  lawyer  who 
is  widely  credited  with  putting  much  of  the 
froth  on  Miller's  sales  performance.  Weissman 
can  joke  about  the  experience  now,  but  he 
admits  he  had  several  backup  plans  if  his  quest 
for  the  top  had  failed.  They  included  being  as 
inactive  as  vice  chairman  as  the  company 
would  allow,  accepting  the  presidency  of  a 
major  cultural  institution  that  was  dangled  in 
front  of  him  and  finishing  his  book  or  buying  a 
weekly  newspaper. 

Joe  Cullman's  decision  to  put  Weissman  in 
charge  of  the  international  cigarette  business 
was  a  stroke  of  genius.  By  then  Weissman 
knew  every  facet  of  the  domestic  operations, 
yet  was  still  young  enough  to  have  the  drive 
and  hustle  needed  to  build  a  worldwide  oper- 
ation from  scratch.  Starting  in  Paris,  Weiss- 
man set  about  penetrating  the  state  tobacco 
monopolies  that  abound  abroad  and  capturing 
market  share  from  London's  British-Ameri- 
can Tobacco  and  South  African  Anton  Ru- 
pert's Rothmans  International,  which  until 
then  had  faced  scant  competition  from  the 
U.S.  firms.  With  a  limited  budget  Weissman 
initially  had  no  alternative  but  to  have  his 
brands  produced  overseas  under  license,  often 
by  the  local  government  monopolies. 

What  spurred  sales  were  a  couple  of  gutsy 
decisions.  He  priced  his  cigarettes  a  few  cents 
above  the  leading  local  brands  to  build  a  premi- 
um image  and  he  overruled  his  market  re- 
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In  St.  Louis,  Mo.  7UP 
bottles  pass  along  the 
production  line  under  an 
inspector's  scrutiny. 


searchers  who  were  adamant  that  the  cultivat- 
ed Europeans  would  never  accept  the  Marlboro 
cowboy.  Today,  as  any  traveler  can  attest,  it 
sometimes  seems  as  if  the  whole  world  has 
become  Marlboro  country.  In  fact,  Philip  Mor- 
ns International,  with  interests  in  24  plants  of 
its  own  abroad  and  with  160  brands  in  170 
countries  and  territories,  can  boast  it  sells  about 
20%  more  cigarettes  a  year  than  does  the  firm's 
domestic  operation.  Its  share  of  such  diverse 
markets  as  Italy,  Switzerland  and  Australia  is 
around  30% .  Even  state  monopolies  don't  nec- 
essarily work  to  Philip  Morris'  disadvantage.  In 
France,  for  example,  the  government  through 
its  state  monopolies  not  only  makes  cigarettes 
itself  but  licenses  each  of  the  47,000  official 
retail  outlets — the  tabacs  that  are  run  by  war 
veterans.  However,  Philip  Morris  has  a  deal 
whereby  the  monopoly  distributes  Philip  Mor- 
ris products  for  slightly  over  $1  per  thousand 
cigarettes.  That's  less  than  it  costs  to  reach 


Gone  flat 


Since  coming  into  the  Philip 
Morris  fold,  Seven-Up  has 
lost   market   share  and 
now  lags  even  further 
behind  Coca-Cola  and 
Pepsi  in  the  $16  billion 
(at    retail)  soft-drink 
business  in  the  U.S. 
Abroad,  where 
tastes  turn  more  to 
fruit  flavors  and  less 
to  colas,  Seven-Up 
may  grow  faster. 


retailers  in  the  U.S.  and  far  below  wha 
Morris  would  pay  if  it  handled  its  own  c 
tion  in  France. 

In  beer,  Miller  was  never  Philip  Mor 
choice.  Its  original  target  in  1969  was 
an  Breweries  Ltd.,  which  had  been  th 
nant  brewer  above  the  border  and  num 
en  in  the  U.S.  through  its  Carling  sut 
Miller  at  the  time  was  set  to  be  boi 
PepsiCo,  which  had  just  made  a  bid 
53%  controlling  block  held  by  W.R 
Co.  In  a  brief  but  bewildering  biddi 
conducted  largely  over  the  Memori 
weekend  and  on  two  continents,  Philip 
found  itself  pitted  against  Rothmans 
was  after  control  of  Canadian  Brewerie 
the  dust  settled,  Pepsi  had  lost  out 
Philip  Morris  controlled  Miller,  while 
an  Breweries  went  to  Rothmans  at  £ 
inflated  price  and  soon  proved  to  1 
liability  than  asset. 

Whether  it  mattered  which 
Philip  Morris  bought  is  de 
What's  beyond  dispute  is  tha 
out  any  prior  knowledge  of  the  fine 
brewing,  it  worked  miracles  with  M 
success  in  positioning  Miller  High  Life 
Champagne  of  Beers  slogan  as  the  brev 
blue-collar  crowd  plus  its  launching  of 
bottles  and  Miller  Lite  have  become 
of  marketing  textbooks. 

What  Philip  Morris  did  was  to  segrr 
brewing  market  much  as  it  had  done  e 
cigarettes,  creating  a  wider  array  of  bra 
images  to  coincide  with  differing  ca 
tastes.  As  a  category  light  beers  now 
for  11%  of  all  beers  sold,  and  while  M 
plenty  of  imitators  it  still  owns  a  solid 
this  market  segment.  From  Philip 
standpoint  the  significance  of  light  be 
only  that  they  create  a  new  market 
diet-conscious  drinkers — each  12-oui 
contains  only  96  calories — but  that  tl 
contain  more  water,  can  be  cheaper  t 
and  yet  carry  a  premium  price.  Miller 
margin  at  4.1%  is  now  only  a  notch 
Anheuser-Busch's  5.2%,  according  to/, 
beverage  industry  newsletter. 

Now  Weissman  is  trying  to  put  \ 
stamp  on  the  company.  He  has  convii 
former  rivals,  Murphy  and  Millhiser,  tc 
part  of  a  newly  created  chief  executiv 
along  with  President  Clifford  H.  Gol 
and  made  some  150  management 
without  ruffling  too  many  feathers.  Evi 
who  leave  remain  intensely  loyal  to  We 
"If  George  asked  me  to  jump  out  of  tl 
dow.I  wouldn't  because  I'm  no  fool," 
Miller  publicist  Jim  Holland  who  le 
better  job  at  NBC.  "But  I  would  go  out  < 
ledge  and  look  down." 

Weissman  has  also  cemented  the  St 
deal  by  putting  in  his  own  manageme 
and  a  new  advertising  agency  that  repl; 
unsuccessful  Uncola  theme  with  a  5 
"America  is  turning  7UP"  jingle.  Fii 
plans  a  new  headquarters  tower  in  Ma 
containing  a  block-long  sculpture  gard 
architect  is  the  same  Ulrich  Franzen 
signed  Weissman's  showcase  mansion 
Long  Island  Sound. 
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Stretching  his  legs  and  wiggling  his  stock- 
inged toes  for  greater  comfort,  Weissman  ex- 
plains that  his  management  style  is  to  make 
suggestions  to  subordinates.  If  not  carried  out 
properly  the  suggestions  quickly  become  or- 
ders. "I  hope  people  are  more  in  awe  of  me 
than  in  fear  of  me,"  he  says.  In  organizational 
matters,  says  Weissman,  he  is  strictly  Navy.  "I 
follow  the  one-ass-to-kick  principle."  For  ex- 
ample, staff  and  line  functions  are  kept  totally 
separate,  and  the  only  way  a  staff  man  can  get 
a  line  decision  overruled  is  by  getting  Weiss- 
man himself  to  intercede. 

The  real  center  of  power  at  Philip  Morris 
isn't  the  chief  executive's  office  or  the 
executive  committee,  as  you  might  ex- 
pect, but  the  innocuously  labeled  Corporate 
Products  Committee.  Besides  Weissman,  this 
committee  includes  Joe  Cullman,  his  younger 
cousin  Hugh,  presently  heading  domestic  to- 
bacco operations,  and  six  other  key  executives. 
It  meets  monthly  on  a  Tuesday  morning  before 
the  board  meeting  and  for  several  hours  reviews 
the  entire  range  of  Philip  Morris  products. 

No  major  product,  or  its  packaging,  or  its 
contents  can  be  released  to  market  anywhere 
in  the  world  without  this  committee's  approv- 
al. If  Miller  wants  to  change  a  six-pack  from  a 
high-cone  package  to  a  wraparound,  or  if  Sev- 
en-Up wants  to  switch  from  sugar  to  fructose, 
they  must  go  through  the  committee. 

Another  sign  of  excessive  attention  by  top 
management  to  details  that  might  better  be  left 
to  middle-level  executives?  Its  competitors 
think  Philip  Morris'  New  York  head  office  so 
tightly  controls  operations  that  its  field  opera- 
tives lack  flexibility  and  miss  marketing  oppor- 
tunities. Or  as  a  British- American  Tobacco  man 
once  put  it  to  Forbes,  "Every  time  he  needs  to  go 
to  the  bathroom,  the  local  Philip  Morris  guy 
must  get  permission  from  100  Park  Avenue." 

Naturally  Weissman  doesn't  see  it  that  way. 
Rather,  he  contends  the  committee  exerts  a 
tremendous  internal  discipline  on  the  com- 
pany. It  forces  subordinates  to  examine  in  the 
minutest  detail  every  aspect  of  their  business 
before  recommending  change.  Simultaneously 
their  reports  keep  top  brass  aware  of  what 
really  is  happening  in  the  marketplace  with 
copious  details  of  prices,  margins  and  competi- 
tive moves.  For  the  committee,  says  Weiss- 
man, the  product  part  of  their  job  is  almost 
inconsequential  compared  with  the  discussion 
about  local  market  conditions. 

The  evidence  that  the  system  works  is  on 
Weissman's  side.  Much  of  Philip  Morris'  suc- 
cess came  about  because  it  did  know  what  was 
happening  in  its  marketplace.  While  competi- 
tors such  as  Reynolds  and  Anheuser-Busch 
were  caught  napping  by  changing  consumer 
tastes  in  the  mid-1970s,  or,  as  in  the  case  of 
Jos.  Schlitz  Brewing  Co.,  the  firm's  drive  col- 
lapsed during  entanglements  with  the  law  over 
kickbacks  and  tax  evasion,  Philip  Morris  kept 
moving  from  strength  to  strength. 

Stick  around  Weissman  for  a  few  hours  and 
chances  are  he  will  quote  Newton's  laws  of 
motion.  Or  rather  his  version  that,  in  effect, 
says  if  you  keep  applying  pressures  to  a  body  in 
motion  it  will  continue  moving  along  the  same 
path.  After  65  quarters  of  continuous  growth, 


Weissman  insists  there  is  a  degree  of  predict- 
ability about  what  is  ahead  for  Philip  Morris. 
"We  do  a  lot  of  razzle-dazzle  show-biz  stuff," 
says  Weissman,  "but  fundamentally,  from  our 
track  record  of  the  last  26  years,  it's  quite 
obvious  we  are  very  bottom-line  oriented.  We 
understand  financial  management,  both  for 
the  P&L  and  the  balance  sheet." 

The  way  Weissman  looks  at  it  Philip  Morris 
is  well  placed  in  three  huge,  robust  industries — 
cigarettes,  beer  and  soft  drinks — each  of  which 
in  the  U.S.  alone  is  a  $16  billion  market  at 
retail.  Moreover  these  are  industries  virtually 
immune  to  foreign  threat.  Who  ever  heard  of 
Japanese  cigarettes  or  soft  drinks?  Even  Ger- 
man beers  likely  will  never  account  for  more 
than  the  smallest  fraction  of  the  U.S.  market. 
Rather  than  fearing  competitors  from  abroad, 
Weissman  must  hope  he  can  use  Marlboro  to 
piggyback  7UP  with  its  lemon-lime  taste 
around  the  world  into  countries  where  fruit 
drinks  comfortably  outsell  colas. 

For  all  that  it's  been  battered  by  health 
scares  for  a  quarter-century  or  more, 
there's  still  hardly  a  business  that  can 
match  cigarettes  when  it  comes  to  profitabil- 
ity. Worldwide,  Philip  Morris  averages  be- 
tween 1  Vi  cents  and  2  cents  on  each  pack  after 
tax,  and  the  company  gets  a  28%  operating 
profit  on  its  tobacco  assets.  That's  better  than 
most  drug  companies,  and  tobacco  men — un- 
like drugmakers — don't  have  to  worry  about 
their  researchers'  ability  to  produce  another 
blockbuster  product. 

If  anything  the  government's  attacks  have 
only  helped  to  magnify  the  oligopolistic  nature 
of  this  business.  What  savvy  merchandiser 
would  risk  $1  billion — the  price  of  entry  for  a 
store  of  leaf,  rolling  equipment  and  a  distribu- 
tion system — plus  $50  million  to  $100  million 
more  to  launch  each  new  brand  in  a  business 
that  the  government  could  potentially  close 
down  overnight?  You  don't  see  a  Procter  & 
Gamble  or  a  General  Foods  attempting  to 
break  in  here  even  though  the  cigarette  busi- 
ness in  all  other  aspects  meets  its  criteria  for 
high  returns  on  investment  and  huge  markets. 
So  the  industry  stays  in  the  hands  of  two 
strong  companies  (Reynolds  and  Philip  Morris) 
and  four  also-rans  (American  Brands,  Loews' 
Lorillard,  BAT's  Brown  &  Williamson  and  the 
Liggett  Group's  Liggett  &  Myers). 

Beer  and  soft  drinks  are  a  different  matter. 
Miller  is  in  the  midst  of  a  bitter  spat  with 
Anheuser-Busch  over  the  quality  of  their  beers. 
The  row  has  become  so  intense  that  each  has 
leveled  charges  against  the  other  before  the 
Federal  Trade  Commission  about  contents  and 
labeling.  In  Philip  Morris'  view,  Anheuser- 
Busch  played  even  dirtier  pool  when  twice  in 
the  past  year  it  refused  to  follow  Miller's  lead 
in  raising  prices.  Sheepishly  Miller  had  to 
counter  with  special  promotions  and  this  year, 
for  the  first  time  in  recent  memory,  may  have 
failed  to  achieve  any  gain  in  market  share. 
With  both  brewers  in  the  midst  of  huge  capac- 
ity expansions,  it  seems  unlikely  this  barroom 
brawl  will  soon  be  stilled. 

As  for  soft  drinks,  Weissman,  when  pressed, 
warns  that  it  could  take  several  years  before 
there's  much  of  an  improvement  at  Seven-Up. 
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Ready  to  ride  right  now! 

The  Budd  SPV-2000  is  in  production,  • 
ready  for  short-term  delivery,  awaiting 
your  customized  interior  configurations"""*^ 
Contact  us  for  moreinformation  or  a 
demonstration  and. find  out  just  how  soon 
we  can  have  an  SPy-2pO0  on  your  tracl^# 
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An  old  argument 

It  is  said  that  Christopher  Columbus  first  saw  tobacco  smoking 
among  the  West  Indians  and  that  the  Spanish  Inquisitors  promptly 
jailed  the  first  crew  member  caught  smoking  the  heathen  weed.  True 
or  not,  smokers  and  nonsmokers  have  been  at  war  ever  since.  In  the  U.S. 
today  33  states  have  laws  limiting  smoking,  and  in  Minnesota  there's  no 
smoking  in  public  places  unless  a  sign  says  so.  Nonsmokers  now  occupy 
70%  of  the  seats  on  TWA  flights  and  polls  show  fewer  adults — 37%  at  last 
count — now  admit  to  smoking.  But  ask  Philip  Morris  Chairman  George 
Weissman  if  his  industry  is  declining  and  he  laughs  at  your  naivete': 
"You're  dealing  with  a  deep-grained  anthropological  habit." 

By  the  end  of  the  16th  century  tobacco  had  spread  through  much  of 
Europe,  Africa  and  Asia.  In  1604  King  James  I  denounced  smoking  as  "a 
custome  Lothsome  to  the  eye,  hatefull  to  the  Nose,  harmefull  to  the 
braine,  daungerous  to  the  Lungs,"  but  tobacco  revenues  from  the  colonies 
kept  pouring  in.  Death  was  the  penalty  for  smoking  in  Russia  in  1634, 
and  Murad  IV  of  Turkey  was  executing  18  smokers  daily.  To  scant  avail. 

When  tobacco  merchant  Philip  Morris  opened  shop  in  1847  on  Lon- 
don's Bond  Street  he  soon  found  a  market  among  British  officers  return- 
ing from  the  Crimea  where  their  Russian  enemies  had  taught  them  to 
smoke  filtered  cigarettes  filled  with  Turkish  tobaccos. 

In  the  U.S.,  smoking  has  been  opposed  by  Puritans  and  Prohibitionists 
alike.  In  1899  Chicago's  Lucy  Page  Gaston  began  fiery  crusades  against 
"the  little  white  slavers,"  helping  to  pass  hundreds  of  laws  against 
smoking.  Briefly,  sales  faltered,  but  at  her  death,  ironically  from  throat 
cancer  in  1924,  her  successes  had  vanished  into  a  thick  cloud  of  smoke. 
As  one  unapologetic  smoker  explained,  "It  is  a  dirty,  expensive  and 
unhygienic  habit — to  which  I  am  devoted." 

It's  much  the  same  the  world  over.  Scandinavian  countries  ban  all 
forms  of  cigarette  advertising  and  in  Finland  laws  prohibit' retailers  even 
putting  empty  cigarette  packs  in  their  store  windows.  Yet  Finns  and 
Swedes  puff  away  and  the  only  item  more  popular  than  bootlegged  U.S. 
cigarettes  in  Russia  is  American  jeans. 

Even  the  drive  to  lower  nicotine  and  tar  levels  may  be  backfiring.  Studies 
by  Columbia  University  psychology  professor  Stanley  Schachter  indicate 
many  smokers  learned  to  compensate  by  inhaling  deeper  or  consuming 
more  cigarettes.  Similarly,  while  the  nonsmoking  lobby  has  many  adher- 
ents among  high-income  groups,  it  has  had  limited  influence  among  blue- 
collai  workers  and  even  less  among  women,  whose  cigarette  consumption 
is  increasing.  Is  smoking  good  for  you?  Probably  not,  but  neither  are  a  lot  of 
other  things  humans  enjoy.  You  can  warn  people  to  take  it  easy,  but 
beyond  that  you  are  imposing  restrictions  on  personal  liberty  that  people 
simply  will  not  accept.  Prohibition  proved  that.— Karen  Conk 

A  London  retailer  on 
Bond  Street  c.  1900.  It 
was  here  that  Philip 
Morris  a  half-century 
earlier  began  what 
would  become  the 
globe -girdling  enterprise 
bearing  bis  name. 


Weissman  at  a  tough  day's  end 


Since  he  bought  Seven-Up,  Procter  &  C 
has  entered  the  field  with  its  purchase  of 
International,  the  orange-soda  maker, 
Seven-Up  in  its  first  year  under  Philip  fl 
direction  has  seen  its  operating  profit 
from  $40.3  million  to  $7  million. 

No  need  for  panic,  contends  Weis 
who  sees  himself  fighting  a  Ion 
strategic  battle  much  as  he  did 
naval  days.  "We've  got  a  fleet  out  tl 
aircraft  carriers,  and  battleships,  cruise 
destroyers.  A  few  submarines  and  a  few  1 
You  don't  panic  because  you've  got  a  ski 
here  or  a  brushfire  there."  Instead,  yo^ 
your  eye  on  the  main  chance. 

The  reason  Weissman  is  spending  so 
time  in  Paris  this  week  and  traveling  so 
abroad  is  that  he  believes  Philip  Morris 
national  is  about  to  become  the  flagship 
fleet — his  main  chance  right  now.  Givi 
right  kind  of  support,  the  international 
ness  is  poised  not  only  for  tremendous  g 
but  for  a  huge  surge  in  profits.  Of  late  oi 
sales  accounted  for  about  one-quarter  ofl 
Morris'  revenues,  but  around  10%  of  op» 
profits.  Those  figures  probably  understJ 
true  contributions  because  the  domestic 
ations  get  the  benefit  of  some  half  billit 
lars  in  export  sales,  which  greatly  redu 
overhead  costs.  But  ahead,  Philip  Mor: 
enormous  opportunities  for  improving  ii 
gins  around  the  world  as  it  gains  market 
That's  probably  true  in  countries  like 
and  Brazil  where  its  marketing  operatic 
still  in  startup  and  losing  money. 

Until  now  Philip  Morris  Internation 
relied  heavily  on  licensing  arrangemerj 
creasingly  it  will  make  investment  abrd 
licenses  expire  and  collect  a  larger  share 
profits  for  itself.  It  recently  did  this  il 
Germany. 

Weissman  sees  two  other  events  p 
business  his  way.  The  lowering  of  trafJ 
riers  within  the  European  Common  Ma 
now  starting  to  have  an  enormous  efil 
consumer  goods  companies  that  can  nov 
easily  manufacture  from  huge  plants 
country  and  export  to  several  others, 
there's  the  steady  increase  in  jet  trave 
more  foreign  visitors  come  to  the  U. 
more  they  acquire  tastes  for  U.S.  prt 
What  Weissman  has  done  abroad  for  Mi 
he  believes  he  can  repeat  with  7UP  an 
knows,  maybe  even  Miller  Lite. 

In  Weissman's  suite  at  the  Ritz  the  a; 
are  overflowing,  the  air  thick  with  < 
Weissman  sucks  a  Vicks  lozenge  to  es 
soreness  of  his  throat  from  so  much  t 
Has  his  visit  to  Paris  been  a  success? 

"It's  hard  to  tell,"  Weissman  replie: 
we've  planted  a  seed  that  may  bear  har 
the  strangest  kind  of  ways." 

It  may  be  that  even  with  Weissman' 
and  enthusiasm  it  will  still  be  Philip  Mo: 
to  run  second  to  Reynolds  and  Anheusei 
and  further  behind  Pepsi  and  Coke.  But  • 
ering  the  businesses  that  Philip  Morri: 
that's  not  much  of  a  hardship. 

One  thing  you  can  say  for  certain. 
George  Weissman  has  his  hand  on  the 
Philip  Morris  will  put  on  a  first-class  sb 


188 


FORBES,  NOVEMBER 


A  good  way  to  judge  how  innovative 
an  insurance  company  will  be  is  by  taking 
a  look  at  how  innovative  they've  been. 


uly,  1969.  The  Travelers  issues  the  first  insurance  policies  to  the  Apollo  11 
astronauts  covering  all  accidents  while  engaged  in  space  exploration. 

1864  The  Travelers  becomes  the  first  company 
in  America  to  insure  against  accidents. 

1902  The  Travelers  creates  an  engineering 
department  to  help  prevent  costly  accidents. 
One  of  the  first  real  efforts  to  contain  com- 
mercial insurance  costs. 

1903  The  Travelers  opens  the  first  school  to 
train  agents. 

1904  The  Travelers  introduces  the  first  life 
insurance  policy  with  a  waiver  of  premium 
in  the  event  of  total  and  permanent  dis- 
ability. 

1913  The  Travelers  starts  offering  group 
life  insurance.  15  years  later,  there  were  still 
only  six  companies  in  the  United  States 
offering  it. 


1919  First  company  to  offer  aircraft  liability 
insurance. 

1922  First  company  to  market  a  salary  allot- 
ment plan. 

1928  First  company  to  offer  lab  services  as 
part  of  engineering. 

1936  Pioneers  retrospective  rating,  in  which 
the  final  premium  is  figured  only  after  the 
losses  arc  known. 

1965  Pioneers  the  concept  of  providing  com- 
mercial package  policies  for  most  types  of 
businesses. 

1968  First  company  to  have  employees  staffing 
Hot  Line  claims  phones. 

1969  First  company  to  insure  against  accidents 
during  space  travel. 

1969  Pioneers  standard,  discount,  and  sur- 
charge methods  of  pricing. 

1979  First  company  to  install  a  national  com- 
prehensive distributive  processing  system. 
One  of  the  most  efficient  ways  there  is  to  pay 
worker's  compensation  claims. 

A  not-so-quick  glance  at  the  list  above 
will  show  that  for  over  a  century,  The 
Travelers  has  been  involved  with  major  in- 
surance innovations  and  pioneering  efforts, 
one  after  another. 

Now,  granted,  all  this  doesn't  guarantee 
which  company  is  going  to  be  in  the  fore- 
front for  the  next  100  years.  But  what  could 
be  a  better  indication? 

For  more  information  about  our 
full-service  capabilities  or  our  selected  ser- 
vices, just  look  up  the  name  of  an  indepen- 
dent Travelers  agent  or  broker  in  your 
Yellow  Pages. 

Considering  where  we've  been  and  where 
we  are,  why  would  you  call  anyone  else? 


THE  TRAVELERS 


The  Travelers  Corporation  and  its  Affiliated  Companies,  I  lartford,  CT  06115 


If  Americans  are  smoking  less,  why  is  RJ. 
Reynolds  spending  more  than  $1  billion  to 
make  still  more  cigarettes? 


Dar  wars? 


By  Maurice  Barnfather 

Who's  going  to  buy  thi 
billion  extra  cigarettes  R 
nolds  Industries  will  add  c 
next  five  to  ten  years  to  the  200  I 
plus  it's  already  churning  out  eao 
undernames  like  Winston,  Salem, 
and  Vantage?  The  answer  is  simc 
eigners.  RJR  is  doubling  capital  sp 
on  tobacco  to  $  1  billion-plus  dome! 
over  ten  years  and  expanding  capa 
25%  to  attack  overseas  markets  in  I 
of  static  home  demand. 

That  doesn't  mean  it's  ignoring 
tunities  in  the  U.S.  RJR  is  still  g 
hustle  for  more  of  the  domestic  r 
Says  CEO  J.  Paul  Sticht,  son 
tongue-in-cheek:  "The  big  oppo 
in  the  domestic  market  is  the  twe 
of  the  business  we  don't  have." 

But  with  world  tobacco  consul 
rising  2%  to  3%  a  year,  and  in  di 
ing  countries  at  5%  and  above,  th 
thrust  must  be  abroad. 

Says  Sticht:  "One  of  the  first 
people  turn  to  as  they  improve 
standards  is  better  smoking  ma 
Cigarettes  are  modest  in  price,  p 
and  enjoyable."  He  aims  a  kick 
antitobacco  lobby:  "If  we  doru 
them  what  they  want,  somebo« 
will."  RJR  has  just  opened  the  fi 
eign  cigarette-making  plant  in  Ch 
"Besides,  many  of  the  forces  w 
against  the  industry  in  the  U.S. 
present  in  other  countries,"  adds  1 
Horrigan,  CEO  of  Reynolds'  dome 
bacco  offshoot.  (He  means  there 
those  tiresome  consumer  groups 
ing  out  that  smoking  can  kill  you 
But  that's  not  so  in  Europe, 
takes  32%  of  RJR's  international  t 
volume.  Europe  taxes  and  restrict; 
co  consumption  every  bit  as  rut 
and  hypocritically  as  does  the  Ui 
the  government  urges  citizens  i 
smoking  but  hopes  they  won't  sc 
continue  collecting  tax  revenues 
rate  of  $3.2  million  aday  from  RJ 

Competition  abroad?  Sure, 
plenty.  Not  only  from  that  cowbc 
Philip  Morris,  but  also  from 
American  Tobacco  or  the  man' 
monopolies.  One  way  into  tha 
market:  Make  someone  else's  pr 
In  Germany,  RJR  this  year  begai 
ing,  marketing  and  distributing  Ii 
Group's  established  brands  im 
John  Player  and  John  Player  Speci 
There  are  risks,  of  course.  O 
markets  can  literally  explode.  Say 
lee  Wilson,  president  of  RJR:  ' 
Middle  East  the  political  enviroru 
obviously  unstable  and  could  pote 
impact  on  our  volume  there  fo 
time  to  come."  Right  now  that's 
derstatement.  Iran  was  one  of  RJF 
est-volume  markets  outside  the  L 
til  the  late  Shah's  fall.  Now  it's  zt 
The  fact  is,  RJR's  track  record  dj 
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Export  to  more  ports 

with  ACL, 
first  on  the  North  Atlantic 


ACL  sails  directly  to 
8  major  European  ports. 
More  than  any  other 
North  Atlantic  line. 

Direct  service  to  eight 
ports  eliminates  one  of 
your  biggest  worries 
transhipping  Why  ship 
anywhere  but  straight  to 
the  port  nearest  your 
consignee7 

You  don't  lose  pre- 
cious days  waiting  for 
transhipping  via  two  or 
three  different  vessels. 
Your  cargo  doesn't 
endure  frequent  han- 
dling Your  consignee 
lowers  inland  transport 
costs  with  a  closer  port. 

The  fact  is.  ACL  can 
save  time  and  money  at 
every  step  of  your  export 
(or  import]  operation 

Number  1  in  total 
service. 

We  re  first  on  the 
North  Atlantic  in  com- 
plete, intermodal,  door- 
to-door  service.  In 
number  of  ships  and 
departures  In  expert 
personnel  In  dual  con- 
tamer/RO-RO  capability 
and  total  export  cargo 
to  Europe 


ACL  has  more  inter- 
modal specialists  than 
other  lines,  to  chart  the 
most  economical  route 
possible  from  any  inland 
city.  Then  we  depart 
three  times  a  week  for 
Europe-compared  to 
once  a  week  for  nearly 
everyone  else.  Your  ship- 
ment's underway  in 
hours,  not  days. 

Any  of  our  ten  unique 
RO-RO  containerships 
can  handle  any  kind  of 
cargo  All  ten  vessels 
can  also  be  loaded  and 
offloaded  in  a  matter  of 
hours 

In  Europe,  ACL's 
exclusive  Datafreight 
Receipt  system  actually 
allows  your  cargo  to  be 
cleared  before  the  ship 
even  docks  There's  no 
waiting  for  an  ocean  bill 
of  lading  And  you  get 
the  same  complete,  con- 
venient inland  service  on 
both  sides  of  the  Atlantic 


Rely  on  the  Leader. 

It  all  shows  why  more 
direct  ports  are  just  the 
start  of  ACL's  advantages 
for  you  We're  first  on  the 
North  Atlantic.  So  we 
should  be  your  first 
choice  of  European 
exports  or  imports  Or 
your  first  resource  if 
you're  planning  to  start  a 
European  program 


Contact  your  foreign 
freight  forwarder,  your 
ACL  representative,  or 
call  (212)  785-2700 
You  can  also  write: 
Atlantic  Container  Line, 
80  Pine  Street,  New 
York,  N  Y  10005. 


GOTHENBURG  * 


,«ii§f&., 
SOUTHAMPTON  * 


BREMER  HANSEN 

•ROTTERDAM 
*A«TWERP  Wm 


ACL 


Atlantic  Container  Line. 
Number  1  to  Europe. 


so  far  makes  it  hard  to  justify  spending 
$1  billion  on  new  buildings  or  on  faster 
equipment  that  should  double  to  8,000 
per  machine  the  number  of  cigarettes 
made  each  minute  while  improving  qual- 
ity control.  RJR  claims  2.2%  of  the  world 
tobacco  market  excluding  the  U.S.  So  it 
does  have  plenty  to  aim  at.  On  the  other 
hand,  its  international  tobacco  business 
generates  20%  of  total  RJR  sales  (1979, 
$8.9  billion)  but  only  13%  of  profits 
($55 1  million  net).  That's  got  to  improve. 

But  Paul  Sticht  has  clearly  decided  that 
RJR  has  a  better  shot  overseas  than  it 
does  at  home.  In  the  U.S.  cigarette  mar- 
ket, which  accounts  for  35%  of  RJR's 
sales,  over  64%  of  profits,  RJR  has  its 
problems.  True,  it  sells  more  cigarettes  at 
home  than  anyone  else.  But  its  one-third 
share  of  the  market  has  been  under  pres- 
sure. The  Winston  brand  trails  second  to 
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Tomatoes  about  to  meet  cans  at  Del  Monte 
The  strong  brand  name  RJR  needed. 

Philip  Morris'  Marlboro  as  top  seller. 
Camel  regulars,  introduced  in  1913,  may 
be  the  alltime  bestseller,  but  1952  unit 
volume  of  120  billion  was  down  to  14 
bill  ion  last  year.  RJR  looks  vulnerable 
with  worthy  but  aging  brands. 

RJR  has  been  working  hard  to  reverse 
this  trend.  In  the  mid-Fifties  it  intro- 
duced the  first  filter  cigarettes.  While 
this  expanded  the  number  of  brands,  it 
weakened  consumer  loyalty.  Says  Horri- 
gan:  "Today  there  are  over  170  brands 
and  brand  vanAons  competing  for  con- 
sumer dollars,  ^he  average  smoker  has 
become  fickle."  The  market  has  become 
fragmented;  it  keeps  splitting  like  an 
amoeba.  Age,  sex,  education,  wealth, 
even  geography  are  factors.  Each  seg- 
ment is  small,  has  to  be  discovered  (or 
created  by  slick  advertising?),  then  sup- 
plied. So  RJR's  U.S.  marketing  budget, 


not  all  spent  on  tobacco,  was  an  estimat- 
ed $258  million  last  year,  $183  million 
the  year  before  and  $165  million  in  1977. 

RJR  has  had  other  firsts:  Salem,  the 
first  menthol  filter-tipped  cigarette  in 
1956;  Doral,  one  of  the  first  low-tar 
brands  in  the  late  1960s.  Today  RJR  has 
three  of  the  five  leading  low-tar  brands 
and  a  little  over  35%  of  the  low-tar  mar- 
ket growing  at  23%  a  year.  RJR's  More  is 
the  only  successful  120-millimeter  brand. 

"We're  not  sitting  back  on  our  lau- 
rels," says  Horrigan.  "We've  moved  ag- 
gressively into  the  ultralow-tar  segment 
with  brands  such  as  Now,  Vantage  Ultra 
Lights  and  Salem  Ultra."  RJR  is  looking 
for  37%  [vs.  30%  last  year)  of  the  ultralow 
market  in  1980.  All  in  all,  over  50%  of 
RJR's  new  brands  have  succeeded  this 
decade.  That's  twice  as  good  as  the  rest 
of  the  industry  combined.  Philip  Morris' 
success  in  doubling  its  U.S.  market  share 
to  29%  over  the  past  decade  has  been  due 
largely  to  the  success  of  its  established 
Marlboro  brand. 

This  frenetic  activity  has  left  RJR  with 
about  33  brand  styles,  about  one-fifth  the 
total  number  on  sale,  and  opened  it  to 
allegations  that  it's  churning  out  fly-by- 
night  boutique  brands.  RJR  strongly  de- 
nies this.  But  on  June  23  the  company 
killed  no  fewer  than  five  marginal  brands 
with  about  a  0.5%  market  share. 

RJR's  most  publicized  failure  was  Real, 
which  may  have  cost  the  company  $50 
million.  However,  that  wasn't  as  damag- 
ing as  it  might  seem  since  RJR's  cash 
flow  this  year  will  be  $1  billion.  In  gener- 
al, the  policy  of  horses  for  courses  (or 
brands  for  increasingly  specific  markets) 
is  paying  off.  Sticht  managed  to  raise 
total  market  share  this  year  back  to  near- 
ly a  third  of  all  cigarettes  sold  in  the  U.S., 
but  it  has  been  a  painfully  slow  fight. 
Hence  his  recent  decision  to  double  do- 
mestic tobacco  capital  spending. 

Will  this  push  in  tobacco  starve  the 
rest  of  RJR?  There's  a  food  business  in 
need  of  care  and  attention,  the  Sea-Land 
subsidiary  has  been  a  problem  child,  and 
Aminoil  energy  has  an  insatiable  thirst 
for  capital.  All  will  get  their  share.  Says 
Sticht:  "The  main  thrusts  are  as  a  con- 
sumer packaged  goods  company.  But  I'm 
trying  to  lead  the  company  with  tobacco 
being  our  largest  activity  followed  by 
food,  with  strategic  investments  in  oil 
and  shipping." 

Reynolds'  first  tentative  steps  into 
food  began  in  1963.  It  pulled  together 
relatively  small  food  and  beverage  oper- 
ations more  as  lip  service  to  diversifica- 
tion than  anything  else.  As  recently  as 
1978  they  produced  less  than  $300  mil- 
lion in  sales.  "It  became  obvious  to  me 
that  if  we  were  going  to  be  a  serious 
contender,  we  would  have  to  secure  a 
greatly  enlarged  base,"  explains  Sticht, 
who  only  became  RJR's  CEO  in  1978. 

The  acquisition  of  $1.5  billion  (sales) 
Del  Monte  last  year  for  $618  million 


gives  RJR  foods  the  strong  brand  n 
needed.  Early  this  year  integration 
two  food  businesses  began.  This  uj 
al  has  combined  with  the  recessi 
dampen  Del  Monte's  food  profits. 

But  Sticht  is  hardly  dismayed 
will  build  on  opportunities  in  tc 
and  foods,"  he  says.  "There's  a  patl 
growth  in  consumer  goods  ahead 
involves  both  internal  growth  an 
ther  acquisitions." 

If  RJR's  main  thrust  is  consume! 
ucts,  why  stay  with  the  Sea-Land 
ping  business?  After  all,  in  five 
RJR's  capital  spending  here  has  t 
$629.5  million  (at  $275.7  millio 
year  the  subsidiary  got  40%  of  all  r 
RJR  spent).  But  at  $58.3  millio 
$1 18.7  million  in  1978),  Sea-Land'j 
earnings  were  the  lowest  in  five  ye 

"Well,  at  this  point  we  has 
choice,"  Sticht  replies.  "In  relati 
our  investment  the  business  is  ear 
totally  unsatisfactory  return.  E 
you've  got  a  business  that's  been  ui 
factory  for  several  years  you  can't 
you  can't  spin  it  off." 

What's  the  problem?  Surely  i: 
Land  now  has  one  of  the  most  efj 
fleets,  as  it  claims,  it  can  make  m 
"Foreign-flag  operators  carry  95%  <j 
foreign  trade,"  says  Sticht,  "and  th 
European  group,  for  instance,  are 
ested  only  in  getting  currency  d 
They  are  government  subsidizec 
have  frequently  charged  20%  to  30' 
than  us.  That's  a  problem  our  g 
ment's  got  to  answer." 

Sea-Land  is  to  some  extent  count 
anced  by  RJR's  Aminoil  (once  Am 
Independent  Oil  Co.)  subsidiary  (Ffl 
May  26).  Bought  September  19* 
$55.5  million,  it  is  the  third-largesl 
pendent  U.S.  oil  group  and  28th  o1 
For  years  Aminoil  was  a  conduit  £ 
investment  of  cash  not  required  D 
mainstream  businesses.  But  nowi 
throwing  off  $200  million  cash  fj 
year  itself  and  growing  fast:  1979' 
ings  rose  from  $17.2  million  to 
million.  Aminoil  also  achieved  a 
net  increase  in  U.S.  gas  reserves  in 

Some  estimates  put  Aminoil's 
were  it  quoted  on  the  stock  mart 
perhaps  $2.5  billion.  That's  roughly 
Reynolds  share.  RJR's  shares  tra 
41  Vi .  But  earnings  should  rise  fromi 
to  around  $6.40  a  share  this  year.  3 
prospective  price/earnings  ratio  ii 
under  the  market  average. 

"People  don't  understand  our 
pany,"  Sticht  complains.  They  will 
Like  other  tobacco  companies,  RJ 
finally  discovered  that  its  best  bet  i 
tobacco,  controversy  or  no.  The 
pany  is  big  enough  to  mount  major 
sives  on  several  fronts  without  add 
borrowings.  But  the  main  event  is 
ously  tobacco.  RJR  is  finally  on  the: 
in  force  both  overseas  and  in  the 
Are  you  listening,  Philip  Morris?  I 
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Imagination  fuels  the  flights  of  tomorrow. 


Dresdner  Bank 


Bank  with  imaaination 


resdner  Bank  -  One  of  the  ten  leading  banks  in  the  world. 

ssdner  Bank  AG    Head  Office  1  Jurgen-Ponto-Platz,  6  Frankfurt /Main.  Tel  2631. 
ex  4  1230.  Federal  Republic  of  Germany    New  York  Branch  60  Broad  Street. 
wYork.  NY  10004,  Tel    (212)  425  4640.  Telex  4  21  750    Chicago  Branch : 
I  West  Jackson  Boulevard.  Chicago.  Ill  60604,  Tel    (312)  922-8964,  Telex  2  53  061 
S  Angeles  Branch  445  South  Figueroa  Street,  Suite  2700,  Los  Angeles,  Cal  90071, 

(213)  489-5720.  Telex  67-3350    Houston  Representative  Office  Suite  275, 
10  Milam  Building.  Houston /Texas  77002,  Tel  (713)  759-0130   Representative  Office 
Canada  Suite  3655.  Commerce  Court  West.  Toronto,  Ontario  M5L1E2, 

(416)  862-78  37 


"But  I  could  swear  you  said 
record-breaking  grouse'.' 


©  1980  AMERICAN  HOECHST  CORPORATION.  SOMERVILLE.  NEW  JERSEY  08876 


No,  no!  Not  record-breaking  grouse.  Record-breaking  growth. 

Growth,  you  should  know,  has  been  a  synonym  for  American  Hoechst  ever  since  we 
Opened  our  doors  in  1953,  when  our  sales  totalled  a  scant  million  dollars. 

This  past  year,  with  the  help  ot  10,000  men  and  women  at  20  plant  and  laboratory  locations 
in  12  states,  American  Hoechst  sales  topped  a  billion  dollars. 

From  a  base  in  dyes  and  pigments,  we  are  now  creating,  producing  and  marketing 
products  and  services  in  a  wide  variety  of  fields.  From  pharmaceuticals  and  diagnostics  to  laser 
technology  and  printing  materials  to  petrochemicals  and  man-made  fibers  to  thermoplastics 
and  film  to  animal  health  and  crop  protection. 

All  of  which  puts  us  among  the  most  dynamic  corporations  in  the  country  and  makes  us  the 
fastest-growing  member  of  the  Hoechst  Group,  one  of  the  world's  great  chemical  companies. 

That  kind  of  growth  is  nothing  to  grouse  about. 

American  Hoechst.  Pronounced  success. 


Hoechst 


Transway  has 
made  a 
commitment  to 
innovation  and 
leadership  in  each 
of  these  areas  of 
transportation  and 
distribution, 

f      That's  A  Sound 
Concept  To  Invest  In 


Freight  Forwarding         Marine  Transportation     Trailer  Manufacturing       Liquefied  Petroleum  G 


Please  write  for  our  1979  Annual  Report.  Learn  about  our  investment  in  the  future  and  how  it  has\ 
helped  us  become  a  corporation  with  $884  million  in  revenue  and  S332  million  in  total  assets. 


ft  ft  MM  A  Ifl\# 

lflini 


Transway  international  Corporation 

747  Third  Avenue 
New  York.  New  York  10017 


'.  Macy's  Ed  Finkelstein  has  proven  himself 
\  of  the  top  retail  merchants  of  our  time, 
hes  not  about  to  rest  on  his  laurels. 


Will  it  play 
in  Toledo? 


By  Howard  Rudnitsky 


n  Aug.  1,  Edward  S.  Finkelstein, 
55,  became  R.H.  Macy's  chair- 
man and  CEO  and  Mark  S.  Han- 
7,  became  president  and  chief  op- 
»  officer.  A  day  earlier  Macy's  had 
the  books  on  its  most  successful 
sales  from  its  82  stores  up  14%, 
4  billion,   profits  up  35%,  to 
iiillion,  or  nearly  quadruple  what 
made   in    1975.   With  return 
uity  currently  over  20% — more 
I  mart's,  Dayton-Hudson's,  or  Fed- 
Department  Stores' — R.H.  Macy 
iot  in  five  short  years  from  below- 
e  profitability   to   number  one 
large  department-store  chains, 
prime  movers  in  that  revival,  of 
were  Ed  Finkelstein  and  Mark 
r.  In  the  1960s  Finkelstein  turned 
Macy's   California  operations, 
er  did  the  same  for  its  New  York 
Forbes,  Feb  20,  1978).  In  the 


transplanted  across  state  lines  by  ex- 
panding Macy's  New  Jersey  money  ma- 
chine, Bamberger's,  into  the  Philadel- 
phia market  against  entrenched  com- 
petitors like  Wanamaker's  and  Gimbel's. 

Quite  a  team — a  team  that  should 
leave  directors  purring  in  contentment. 
So  it  is  not  surprising  that  the  pair  are 
spending  nearly  $350  million  over  the 
next  three  fiscal  years  to  expand  and 
improve  R.H.  Macy  on  both  coasts  and 
in  outposts  between,  such  as  Missouri 
and  Kansas.  At  least  17  new  stores  will 
have  been  opened  during  that  time, 
many  in  newer  territories  like  Connecti- 
cut and  Maryland.  Some  $100  million 
will  be  spent  on  renovations  aimed  at 
duplicating  the  success  of  Finkelstein's 
$20  million  facelifting  of  Macy's  cavern- 
ous (2.15-million-square-foot)  Herald 
Square  store  in  New  York  City. 

A  meticulous  planner,  Finkelstein  has 
a  ten-year  strategy  all  mapped  out.  But 
he's  a  realist  too,  and  he  recognizes  that 
the  most  dangerous  part  is  just  coming 
up.  Says  Finkelstein:  "It's  the  next  year 


or  two  I'm  really  concerned  with." 

The  fact  is,  as  Macy's  heads  into  the 
Christmas  season  with  the  economy 
much  weaker  than  it  was  a  year  ago,  it 
will  face  a  good  chunk  of  those  renova- 
tion and  new  store  start-up  costs  in  its 
1981  fiscal  year. 

Nonetheless  Finkelstein  has  few  sec- 
ond thoughts.  His  renovations  in  New 
York  City  were  the  major  reason  sales  of 
the  New  York  division  increased  63%  in 
the  last  five  years  and  a  $10  million  to 
$15  million  loss  in  1975  turned  into  an 
estimated  $35  million  pretax  profit  in 
fiscal  1980.  That,  in  turn,  was  a  major 
factor  in  that  record  year  for  R.H.  Macy. 
"Sure,  it's  a  big  cost,"  Finkelstein  shrugs. 
"But  you  have  to  make  those  expenses  to 
make  money.  At  Macy's  we  say  it  and 
we  do  it.  I'm  not  sure  everybody  else 
does  it."  By  continuing  to  invest  mil- 
lions in  the  main  store  and  ten  other 
Macy's  branches  in  the  New  York  area, 
Finkelstein  figures  that  by  1984-85  he 
can  raise  sales  volume  by  another  60%, 
and  the  profits  will  follow. 

What  makes  Macy's  expansion  less  of 
a  gamble  than  it  may  seem  is  the  fact 
that  the  company  probably  won't  have  to 
borrow  a  dime  to  finance  it.  Macy's  is 
now  generating  annual  cash  flow  of 
about  $150  million.  Dividends  were  a 
miserly  $22  million.  Expanding  with 
your  own  money  is  a  good  deal  less  risky 
than  expanding  with  borrowed  money. 

Finkelstein  and  Handler  haven't  quite 
solved  every  problem.  Take  Bamberger's 
flagship  1.2-million-square-foot,  Newark, 
N.J.  store.  It's  in  a  low-income,  depressed 
area.  They  have  spent  millions  modern- 
izing it  in  the  last  few  years,  but  sales  are 
barely  where  they  were  five  years  ago. 
Happily  Bamberger's  20  stores  contribut- 
ed an  estimated  35%  to  40%  of  total 
profits  last  year,  according  to  Goldman 
Sachs'  Joseph  H.  Ellis. 

There's   also   a   potential  problem. 


1/  rugs  in  Macy's  San  Francisco  store  and  designer  lingerie  in  New  York 

turing  the  intimate  boutique  look  in  a  large  department  store,  Finkelstein  has  customers  /locking  back  to  Macy's. 


NOVEMBER  10,  1980 


197 


It  helps  brokers  invest 
their  time. 


At -A- Glance  Personal  Planners 

Play  the  market,  tennis  and  poker  without 
coming  up  short. 
Take  stock  of  your  day,  week  or  month  At»A»Glance. 


SHEAFFER  EATON 


TEXTRON 


Sheaffer  Eaton  Division  of  Textron  Inc 


Moke  Ginori 
your  moin  entree. 

To  gifts  of  fine  Italian  china  and  objets 
dart— Ginori's  been  famous  for  both  since  1735. 
Your  entree  to  other  famous  names,  too. in  crystal, 
silver  and  barware— Lalique,  Chrisfofle.Baccarat. 

And  Ginori  offers  you  corporate  gift 
accounts  for  your  own  leading  names— special 
friends  and  business  associates.  Order  by  mail  or 
phone  and  we'll  help  you  make  every  holiday  or 
special  occasion  a  memorable  one— and  an 
effortless  one. 

You'll  also  find  us  good  company  away 
from  the  dinner  fable.  Ginori  is  a  worldwide 
leader  in  such  industries  as  ceramics,  industrial 
engineering— even  the  production  of  decorative 
bath  fixtures.  Everything  including  the  kitchen  sink. 

Have  we  whetted  your  appetite?  Write 
or  call  for  more  details.  Ginori,  7 1 1  Fifth  Avenue, 
New  York  N.Y  10022(212)752-8790. 


Macy's  three  major  divisions- 
York,  California  and  New  Jersey's 
berger's — account  for  85%  of  cor] 
revenues  and  more  of  earnings, 
would  happen  if  growth  starts  to  si 
the  mid-Eighties? 

Though  he  isn't  ready  to  co 
that,  Finkelstein  is  beefing  up  his 
smaller  divisions — Davison's  in  i 
ta,  Macy's  Missouri-Kansas  anj 
salle's  in  Ohio.  Says  he,  "We'll  api 
them  the  same  methods,  system! 
organizations  that  have  made 
York,  New  Jersey  and  California 
tive.  By  1984  we're  going  to  have 
results  coming  on  board.  I'm  □ 
my  career  on  that." 

In  one  sense  Finkelstein  is  bucl 
growing  retailing  trend.  Many 
chants  feel  the  large  department  si 
likely  to  experience  less  growth  tha 


Finkelstein  thinks  reta 
who've  bought  lower-marg, 
specialty  stores  are  bu 
trouble:  "All  somebody  he 
do  is  put  up  another  placet 
cut  prices  another  5%." 


cialty  store  chains  during  this  d 
Big  stores,  they  claim,  are  more  cc 
operate,  and  in  the  future,  fewei 
shopping  centers  will  be  built  for  t 
Finkelstein  strongly  disagrees.  ] 
ures  retailers  who  have  poured  bi£ 
ey  into  lower-margined  specialty 
are  buying  trouble.  "All  somebo« 
to  do  is  put  up  another  place  anc 
to  cut  prices  another  5%,"  he  sa 
sees  his  middle-income  custome 
affected  by  recession,  willing  to  \ 
convenience  and  fashion.  So  long 
spend  what's  necessary  to  make  ; 
attractive,  you'll  prosper.  Neithe 
he  agree  with  some  analysts  who 
about  such  investment  costs  du 
period  of  recession  keeping  Mac> 
porate  earnings  relatively  flat  for  a 
a  year. 

Under  the  circumstances,  is  it  cc 
able  that  a  U.S.  conglomerate  oi 
foreign  giant  might  find  Macy's  an 
tive  acquisition?  After  all,  Mobil  1 
Marcor  and  foreigners  now  contrc 
Gimbel's  and  Korvette's.  Finkelst 
sumes  he's  too  big  to  be  acquirec 
with  Macy's  stock  selling  around 
premium  of  only  $8  over  book  vak 
possible,  even  if  not  likely.  That  i 
one  reason  Finkelstein  hints  so 
Macy  's  might  be  interested  in  acqc 
higher-margined  specialty  chain — 
women's  apparel. 

As  head  of  the  company  at 
Finkelstein  has  been  rewarded  fo 
well  done.  But  the  game's  not  over 
the  year  or  two  ahead,  he's  got  hi 
cut  out  for  him  before  his  sizable 
ments  begin  to  pay  off.  ■ 
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•  *  ANOTHER  VIEW  OF  A  CHEMICAL  COMPANY  *  SEQUENCE  7 

*  Mi 


*  *  # 


Loredana  Naso  talking  about  her  father  Alfredo,  a  mechanic  with  Henkel  Italiana. 


Dad  could  stay  with  us  because 
he  got  a  job  with  HenkeL" 


"There  are  two 
things  in  life  that  we 
Italians  love  more 
than  anything  else  - 
our  family  and  the 
places  we  come 
from. 

i         n  j  So  our  family  is  very 
k         /      fortunate  m  that  we 
fi^^^^       still  live  together  in 
father  Alfredo         0ur  home  town. 

r  a  long  time  this  was  by  no  means 
natter  of  course  since  my  Dad  was 
1  en  out  of  work. 

|  you  may  know  there  is  not  a  lot  of 
iustry  here  in  the  Mezzogiorno. 
j  obviously  jobs  are  few  and  far 
;tween.  But  a  job  is  the  one  thing 
U  need  if  you  want  to  get  your  share 
the  modest  wealth  this  region  can 
:'er. 

e  first  company  my  Dad  worked 
:  was  relocated  to  the  North  one 
y.  The  second  one  was  closed, 
ose  were  tough  times  for  us. 
r  two  years  Dad  was  unemployed. 
i  was  just  about  giving  up  hope  and 


going  to  Milan  or  Turin  to  find  work. 
We,  his  family  that  is,  would  have  had 
to  stay  behind.  After  all,  we  would 
only  have  been  an  unnecessary 
burden. 

Then  suddenly  he  saw  this  job  ad- 
vertised in  'Messagero'  -  by  a  chemi- 
cal company  called  Henkel  Italiana. 
They  were  planning  to  build  a  deter- 
gent factory  and  were  looking  for  a 
mechanic. 

This  time  we  were  lucky.  Daddy  got 
the  job.  And  the  new  factory  was  built 
nght  here,  just  six  miles  up  the  road. 
He  works  in  the  central  workshop 
and  gets  on  really  well  with  all  his 
colleagues  and  his  superiors,  too. 
They  admire  his  technical  skill  and 
ingenuity.  His  pay  is  good.  And  what 
is  more,  it  is  secure. 
So  my  parents  were  able  to  send  me 
to  accountancy  and  bookkeeping 
courses,  and  -  better  still  -  my 
brother  could  go  to  Rome  University. 
He  is  studying  electronics  and  will 
soon  take  his  degree  in  electronic 
engineering. 


Of  course,  we  are  all  hoping  that  he'll 
be  just  as  lucky  as  Dad  and  will  also 
manage  to  get  a  good  job  here  in  our 
town." 


Henkel  Italiana  S.p.A,  Milan,  _ 
with  plants  in  Ferentino  and 
Lofnazzo,  is  one  of  more  than  100 
companies  of  the  Henkel  Group, 
situated  in  more  than  40  countries. 
Worldwide  sales  1979  = 


6.8  billion  DM.  33.000  employees. 


Headquarters  Dusseldorf, 


Federal  Republic  of  Germany. 
Product  range  includes  laundry 
products,  household  cleaners, 
cosmetics,  adhesives,  industrial 

cleaners,  oleochemicals,  auxiliary 
products  for  textile  and  leather 

industries.  Over  8,000  products  for 
all  walks  of  life. 


Chemistry  working  for  you. 


The  prognosis  is  grim  for  Duff  Truck  Line  and 
thousands  of  other  trucking  companies. 


Down  but  not  out 
in  Lima 


By  Lisa  Gross 

Gene  Duff's  father  founded  the 
company,  Duff  Truck  Line,  Inc., 
in  1924  with  a  single  household 
moving  van.  Over  the  years  Duff  Truck 
grew  to  become  one  of  the  largest  em- 
ployers in  Lima,  Ohio.  Now,  its  volume 
around  $50  million  and  supporting  1,100 
jobs,  the  company  is  fighting  for  its  life. 

This  would  have  been  a  tough  year  for 
truckers  anyway,  given  the  recession. 
Teamster  wages,  general  inflation  and 
fuel  increases  lifted  costs  dramatically 
(at  Duff,  fuel  rose  by  41%).  But  then  in 
July  President  Carter  signed  the  Motor 
Carrier  Act  of  1980.  Suddenly,  once- 
valuable  operating  authorities  from  the 
Interstate  Commerce  Commission,  giv- 
ing trucking  companies  the  right  to  ship 
on  specific  routes,  became  worthless. 
Anybody  could  get  approval  to  ship  any- 
where, just  for  the  asking.  The  operating 
authorities  had  become  mainstays  of 
most  trucking  companies'  balance 
sheets  (Forbes,  Oct  27).  Duff's  operating 
authorities  were  once  valued  at  $2  mil- 
lion on  the  books. 

With  the  old  regulatory  barriers  down, 
everyone  is  rate-cutting  at  a  time  when 
overall  tonnage  is  down  25%.  About  half 
the  500  largest  trucking  companies  have 
cut  rates  by  10%  to  20%,  despite  their 
higher  costs. 

Right  now,  the  task  at  hand  for 
Gene  Duff,  a  slender,  restrained,  gray- 
haired  man  of  56,  is  to  outlast  enough 
of  the  competition  so  that  he  can 
wind  up  with  a  breakeven-size  piece  of 
the  freight  business.  It  won't  be  easy. 
Under  the  press  of  new  deregulated 
competition,  his  old  routes,  mostly 
short-haul,  have  become  unprofitable. 
Last  year,  already  under  pressure  from 
rising  fuel  costs,  Duff  Truck  lost 
$40,000,  the  first  loss  in  the  com- 
pany's history.  This  year  Gene  Duff 
figures  it  will  lose  $550,000. 

Duff  had  started  cutting  his  rates  four 
months  before  Carter  signed  the  bill  into 


Duff  Truck  Line  President  Gene  Duff 
"We'll  be  among  the  survivors." 

law;  he  was  determined  to  keep  his  long- 
time customers  from  defecting  to  com- 
petitors. To  that  extent,  at  least,  the 
strategy  is  working.  But  he  had  to  give 
away  $129,000  in  special  discounts  in 
September  alone. 

Meanwhile,  he  is  converting  his  com- 
pany from  an  intercity  (short-haul)  carri- 
er, with  an  average  route  length  of  149 
miles,  to  a  long-distance  hauler.  He  fig- 
ures that's  where  the  chance  for  profit 
lies.  Labor  costs  eat  70%  of  Duff  Truck's 
revenues,  and  longer  trips  between  stops 
mean  lower  labor  costs.  Duff  figures  that 
when  truck  routes  are  profitable  again 
longer-haul  routes  will  make  30%  more 
profit  than  short-haul  routes.  So  far,  he 
has  extended  service  west  from  Lima, 
Ohio  to  Kansas  City,  two  states  further 
than  Duff  ever  reached  before.  Pennsyl- 
vania and  Tennessee  are  the  next  targets. 

Meanwhile,  his  company's  long-term 
loan  is  up  for  renegotiation  in  June,  and 
he's  already  huddling  with  his  bankers 


about  possible  collateral  alternatij 
the  now  worthless  operating  aui 
certificates. 

He  has  long  since  laid  off  275  | 
25%  of  his  labor  force,  and  done! 
like  ask  the  remaining  employees 
one  coffee  break  instead  of  two  am 
the  drivers   to  cut  out  time-v 
lunch-hour  factory  pickups.  Late 
tember,   he   took  a  deep  breat 
dropped  the  real  bombshell  amoi 
staff:  Would  his  663  Teamsters 
the  Oct.  1  cost-of-living  adiustmerj 
ten  into  their  contract? 

His  Teamsters  looked  around 
Ford,  Lima's  biggest  employer,  h 
off  half  its  4,600  work  force;  unei 
ment  in  Lima  is  15%,  twice  the  n. 
average.  Around  the  country,  an  e« 
ed  50,000  Teamsters  are  out  of 
One  of  the  Duff  Truck  warehou 
summed  up  the  maionty  sentim 
don't  want  it  to  happen  to  me  . 
time — have  a  company  go  out  f rc 
der  me.  It's  worth  the  invest 
About  60%  of  his  fellow  union 
bers — 400  drivers  and  warehouse 
agreed.  At  an  average  COLA  of 
week,  that  saves  Duff  Truck  $8 
week;  for  now,  it  cuts  his  losses  i 
On  a  recent  weekend  he  put  700  rr 
his  1975  Lincoln,  racing  from  L 
Warren  and  east  to  Cleveland,  tr 
coax  the  40%  holdouts  to  give  u 
COLA  as  well.  "It's  humiliating  i 
to  ask  your  employees  to  forfeit  i 
to  keep  the  company  afloat,"  says 

On  a  weekday  he  drives  slowh 
to  the  truck  terminal.  Lima  is  a 
industrial  and  agricultural  to 
50,000,  70  miles  north  of  Dayton 
terstate  75.  There  is  no  airport,  bi 
ty  of  urban  sprawl.  Shabby  stucco 
lows  line  tree-shaded  streets.  DufJ 
out  the  new  white  YWCA  sign  h 
donated. 

The  green-and-orange  Duff  tri 
the  terminal  have  been  a  fixture 
Lima  scene  for  over  a  half-centur> 
his  father,  Tira,  turned  the  busing 
to  him  in  1948,  Gene  was  a  24-> 
college  dropout  and  there  were  1 
trucks  and  12  employees.  Now  5( 
tors  and  1,200  trailers  serve  eight 

He  parks  the  Lincoln  and  walks 
through  the  $1.3  million,  two-st< 
minal  that  he  designed,  greeting  d 
ees  by  their  first  names.  It  is  clear 
has  a  lot  of  pride  invested  in  his  bi 
His  eyes  dart  sadly  toward  the 
unused  tractor-trailers  standing 
tarmac.  Some  say  20%  of  the 
trucking  firms  in  the  country  wiL 
of  business  by  year's  end.  Many 
tiny  operators,  true,  but  during  tr 
mer  Wilson  Freight  Co.  of  Cini 
an  old  and  familiar  competitor  • 
Duff's  size,  filed  for  bankruptcy, 
have  been  others  since.  He  stare; 
silent  trucks.  "We'll  be  among  th  i 
vors,"  he  says,  softly.  ■ 
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Special  Advertising  Supplement 


Meticulous  inspection  of  coil     Solar  cooling  is  part  of  the  island's  energy  alternatives  program 
windings  at  Bell  &  Howell's 
plant  prior  to  final  assembly. 


PUERTO  RICO  Q 


Puerto  Rico, 

Ideal  Second  Home 

For  American  Business 

Puerto  Rico's  unmatched  industrial 
incentives  and  its  extremely  favor- 
able business  climate  continue  to 
attract  private  investments,  par- 
ticularly from  high-technology  cor- 
porations. 

In  fiscal  1980.  ended  June  30th, 
promotions  of  all  types  of  industry 
amounted  to  215  projects.  26  more 
than  the  189  recorded  in  FY  1979. 
according  to  the  Economic  Develop- 
ment Administration  of  Puerto  Rico. 
EDA  is  the  Island's  primary  instru- 
ment for  industrial  promotion  and 
economic  development. 

The  1 980  promotions  are  commit- 
ted to  creation  of  1 2.935  new  jobs,  or 
2.505  more  than  a  year  ago.  and  to 
generation  of  $94.5  million  in  cumula- 
tive annual  payrolls,  well  in  excess  of 
the  $70  million  level  in  FY  1979. 

External  promotions,  largely  from 
the  U.S.  mainland,  accounted  for  136 
projects,  an  increase  of  24  over  FY 
1979.  There  were  79  local  promo- 
tions, or  two  more  than  the  preceding 
year.  Of  total  promoted  projects.  298 
were  new  operations.  40  were  addi- 
tional projects  by  existing  manufac- 
turers on  the  Island,  and  77  were  ex- 
pansions of  established  operations. 

As  of  June  30,  109  plants  had 
started  up  operations  during  the  fis- 
cal year,  slightly  below  the  1 1 4  start- 
ups recorded  a  year  ago.  Of  greater 
significance  is  the  fact  that  99%  of  the 
potential  jobs  to  be  generated  by 
manufacturing  startups  over  the  past 
three  fiscal  years  had  become  payroll 
realities  by  fiscal  year-end,  providing 
positive  impact  to  Island  employment 
and  income  statistics. 

Meanwhile,  there  were  1 1 1  addi- 
tional promotions  pending  startup, 
with  a  combined  employment  com- 


Upjohn  and  1 9  other  pharmaceutical  houses  have  pledged  over  $200  million  to 
expand  their  Puerto  Rican  operations 


mitment  of  7.567  jobs  at  the  close  of 
FY  1980. 

Encouraged  by  extraordinary 
profit-to-sales  ratios  averaging  in 
excess  of  25%  for  all  manufacturing 
operations  on  the  Island,  private  in- 
dustrialists in  growing  numbers  are 
placing  Puerto  Rico  at  the  top  of  their 
lists  of  target  locations,  whether  in  the 
mainland  U.S.  or  overseas. 

Puerto  Rico's  attraction  is  especial- 
ly strong  for  sophisticated  manufac- 
turers in  the  pharmaceutical  and 
electrical  ■electronic  areas.  But  the  Is- 
land also  continues  to  exert  consider- 
able magnetism  for  the  so-called  tra- 
ditional industries. 

Total  private  investments  in  Puerto 
Rico's  manufacturing  sector  today 
amount  to  $10.4  billion,  states  a  re- 
cent conservative  study  by  EDA 
economists. 

CHEMICALS 
AND  PHARMACEUTICALS 

Leaders  in  this  investment  picture 
are  the  chemical'pharmaceutical 


enterprises,  with  over  $3  9  billion  in- 
vested in  Island  plant  facilities  and 
equipment:  the  electrical  electronic 
industries,  with  over  $1  billion,  and 
the  petroleum  refining  segment,  with 
$1.6  billion  in  put-in-place  facilities 
representing  a  replacement  value  of 
$1 0  billion  at  today's  prices. 

Blue  chip  corporations  with  sub- 
sidiaries in  Puerto  Rico  include  such 
household  names  as  General  Elec- 
tric. ITT  (Qume  Corporation).  U.S. 


Satellite  view  of  Puerto  Rico 


Advertisement 


Introducing  Gold  Reserve. 
By  Bacardi  of  course. 


Now  there's  something 
special  for  rum  drinkers  who 
want  something  more,  some- 
thing luxurious. 

That  something  is  Bacardi 
Gold  Reserve  rum,  the 
premium  sipping  rum  from 
Bacardi.  It's  so  smooth,  mel- 
low and  rich,  you'll  only  want 
to  sip  it  neat  or  on  the  rocks. 

After  all,  doesn't  a  rum 
drinker  deserve  a  taste  of 
luxury  as  much  as  a  Scotch 
or  Canadian  drinker?  j 
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I  BACARDI 

II    Gold  Reserve 

(ANEJO) 

Hfari i  Am  bacTrdTcW 

■%r  1    \      rf:      M  SAN  |UAN,  P.K. 

k™  J  7V)ML(25  4FL  OZ) 

*  ^         I  J^^fc1"'  HA'  APht  *'<(>  flAt  (>t  /HI  IDC  US  Ml  AN(  j!M  on 

aM^M  JEIil  Rl  CAN  RUM 


PRODUCED  BY 

BACARDI  CORP. 

SAN  JUAN,  P.K. 
7V)MLI2C,4FL  02  ) 


'  1  -Viid 


BACA R DI  „ Gold  Reserve  rum. Our  premier  spirit. 

HACAHDI  AND  IHf  BAT  [)f  VICF  ARF  REGISTERED  TRADEMARKS.  AND  ANEJO  IS  A  TRADEMARK.  ALL  Of  BACARDI  &  COMPANY  LIMITED  <M980  BACARDI  IMPORTS.  INC  .  MIAMI,  FL  RUM  80  PROOF 


PUERTO  RICO  A 


Steel.  DuPont.  Sun  Company,  Phillips 
Petroleum.  Union  Carbide,  United 
Technologies,  RCA,  Westinghouse, 
Esmark,  General  Foods,  Gulf  &  West- 
ern, Firestone,  Consolidated  Food, 
International  Paper,  Allied  Chemical, 
Borden,  Champion  International, 
General  Mills,  CPC  International. 
Owens-Illinois,  Motorola,  Emerson 
Electric,  H.J.  Heinz,  Central  Soya, 
Kennecott,  Avon  Products.  Nabisco, 
and  Gould. 

Also,  Gillette,  Interco  (Florsheim), 
Digital  Equipment  Corporation,  Rev- 
Ion,  Rohm  and  Haas,  Crown  Cork 
&  Seal.  Seagram.  Air  Products 
and  Chemicals,  Sherwin-Williams, 


Chesebrough-Ponds,  Baker  Interna- 
tional, National  Can,  Blue  Bell.  AMP 
Incorporated.  Rexnord,  Wheelabra- 
tor-Frye,  Reichold  Chemicals,  The 
Stanley  Works,  Becton  Dickinson, 
Perkin  Elmer,  Morton  Norwich  (Eaton 
Laboratories),  Parker-Hannifin,  Mas- 
co Corporation,  Conagra,  Bell  & 
Howell.  Insilco.  Exxon,  Ford,  Beck- 
man  Instruments,  Sonoco,  and  War- 
naco,  among  others. 

Many  of  these  front-runners  have 
been  established  in  Puerto  Rico  for 
years  and  have  multiple  subsidiary 
operations  testifying  to  their  confi- 
dence in  the  Island  and  its  people. 

The  current  "investment  renais- 


We've  been  cutting  diamonds 
in  Puerto  Rico  for  63  years. 


In  1917,  our  founder 
lished  a  diamond  cutting 


and  chairman,  Lazare  Kaplan,  estab- 
factory  in  Ponce,  thereby  founding  the 
diamond  cutting  industry  in  Puerto 
Rico.  Since  then,  we  have  contin- 
ued to  expand  our  operations 
where  our  Puerto  Rican  craftsmen 
produce  diamonds  of  superior 
brilliance  and  beauty.  .  .  LK  Ideal 
Cut  Diamonds™.  Today,  we  are  a 
publicly  held  company  listed  on 
the  American  Stock  Exchange 
(symbol  LKI). 


Mr.  Lazare  Kaplan  (right)  was 
honored  by  the  government  of 
Puerto  Rico  with  an  award 
commemorating  his  contribu- 
tion to  Puerto  Rico's  industrial 
development. 


Lazare  Kaplan  International  Inc. 

666  Fifth  Avenue,  New  York,  New  York  10103 


THE  FOMENTO 
ORGANIZATION 

Key  to  Puerto  Rico's  investment 
magnetism  is  the  Economic  De- 
velopment Administration  (EDA), 
the  agency  which  directs  a  soph- 
isticated promotional  program 
through  a  network  of  offices 
across  the  mainland  U.S.,  in 
Japan,  and  in  Western  Europe. 
Besides  providing  technical  and 
advisory  assistance  to  manufac- 
turers established  in  Puerto  Rico 
through  its  Industrial  Services  De- 
partment. EDA  also  negotiates 
special  incentives  with  private  in- 
dustrialists to  help  defray  em- 
ployee training  and  other  startup 
costs. 

Vital  support  to  Puerto  Rico's 
promotional  efforts  is  provided  by 
the  Puerto  Rico  Industrial  De- 
velopment Company  (PRIDCO) 
a  public  corporation  charged  with 
developing  industrial  sites  and 
parks  and  constructing  factory 
buildings  for  lease  or  sale  to  pri- 
vate investors. 

Both  EDA  and  PRIDCO  consti- 
tute the  organization  known  as 
"Fomento.''  the  Spanish  word  for 
promotion.''  Fomento  serves  as 
Puerto  Rico's  primary  catalyst  for 
economic  and  social  progress. 
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Business  Briefs 


Telephone  Rates  in  Puerto  Rico  have  been 
totally  integrated  with  those  on  the  mainland. 
Reductions  on  long  distance  calls  since  then 
have  averaged  70%.  In  July  1977  the  minimum 
on  a  call  to  New  York  was  S4.65.  Now  it  is 
S.55.  The  Island  is  also  now  part  of  the 
national  WATS  network. 

•  The  U.S.  Commerce  Department  has  begun 
to  update  its  Economic  Study  of  Puerto  Rico, 
also  known  as  the  Kreps  Report,  which  was 
released  last  February. 


GDB  Negotiates  New  Bond  Issues 
by  PRHFC  and  PBA 

In  July,  the  Government  Development  Bank 
negotiated  the  sale  of  one  Puerto  Rico 
Housing  Finance  Corporation  bond  issue  and 
the  sale  of  $40.1  5  million  in  construction 
notes  by  that  agency. 

The  bond  sale  was  an  issue  of  S28.48  million 
in  Mortgage  Revenue  Bonds,  Fourth  Portfolio, 
and  sold  at  a  net  interest  cost  of  9.037%.  The 
proceeds  will  be  used  to  provide  the  permanent 
financing  of  three  residential  apartment 
projects,  assisted  by  Section  8  of  the  National 
Housing  Act  and  insured  by  FHA.  The  three 
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The  PUERTO  RICO  BUSINESS  REVIEW  is  the  most  widely  read  and  respected  government 
monthly  journal  on  economic  public  policy,  finances,  and  other  news  about  Puerto  Rico  of 
interest  to  investors.  It  is  one  of  several  informative  publications  of  the  GOVERNMENT 
DEVELOPMENT  BANK  FOR  PUERTO  RICO.  For  a  free  subscription  and  a  list  of  other  Bank  publica- 
tions, fill  in  and  send  us  this  coupon  before  December  31,  1980,  to: 

Publications  Program 
Government  Development  Bank 
P.O.  Box  42001 

San  Juan,  Puerto  Rico  00940 
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The  Puerto  Rico  Official  Industrial  Directory 

for  1980  is  now  available  from  its  publisher, 
the  Witcom  Group. 

(cont.  on  page  26) 


Wright,  Inc.;  Thompson  McKinnon  Securities, 
Inc.;  First  Pennco  Securities,  Inc.;  and  Benton 
&  Company. 

(cont.  on  page  23) 
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It's  serving  our  country. 

Puerto  Rico's  Air  National  Guard  calls  itself  "the  watchdogs  on  thq 
Caribbean.'  For  five  straight  years,  this  unit\ 
the  best  safety  record  in  America. 


It's  respect  for  culture. 

San  Juan's  endearing  Children's  Choir  performs  15th  and  16th 
Century  madngals.  They've  thrilled  audiences  in  Bogota,  Boston, 
Washington  and  Madrid. 

It's  management  skills. 

Mainland  businesses  have  come  to 
depend  on  Puerto  Rican  leader- 
ship and  organizatiorial  abilities 
—in  production,  in  marketing, 
*  ~*<m^jind  in  banking  and  legal 
matters. 


Just  like  Texas,  we're  simply  a  different 
part  of  America.  Our  heritage  is 
Spanish,  but  our  virtues  are  strictly 

Old  home  tOWn.  Walkthrough  any  town,  any  city 
in  Puerto  Rico.  You'll  see  Spanish  tile  roofs  and  Spanish 
language  signs.  But  the  people  you  meet  will  seem  familiar 

Approved  by  the  Electoral  Review  Board. 


to  you.  We  re  American  citizens.  Every  one  of  us. 

We're  ambitious  for  ourselves  and  our  families, ; 
other  Americans.  W7e  work  hard.  We  work  skilltully.  \ 
proud  of  our  way  of  life,  and  we're  ready  to  protect  it. 
voluntary  enlistments  in  all  U.S.  Armed  Service  brarf 
far  outpace  the  national  average. 

We're  productive.  And  we're  committed  to  our 


ERICA. 


It's  a  heritage  of 
craftsmanship. 

And  there  's  no  finer  example 
than  our  unique  cuatro 
guitar  Originally  Spanish, 
the  hand-crafted  cuatros 
have  evolved  here 
from  four  to 
12  joyful  strings. 


4k 

It's  technical  skills. 

Specially  trained  workforce  assembles  complex  word  processors 
from  product  specs  to  finished  equipment.  They  print  an  astonishing 
75  characters  a  second. 

jtfjf  It's  a  green  light  for 
industry. 

At  Isla  Grande,  new  cargo  equip- 
ment loads  and  off-loads  34  —36 
containers  hourly  Mainland  average 
is  20.  Since  1976,  we've  invested 
over  $600  million  in  improved  com- 
munications, highways,  utilities 
and  ports  for  industry. 


b  our  communities,  and  to  our  jobs.  Which  is  why 
30  manufacturing  companies  have  made  Puerto 
1  second  home  since  1950. 

rican  businesses  find  less  turnover  and  less  absen- 
in  on  the  mainland.  In  Puerto  Rico,  there's  an  ever- 
idustrial  support  system,  including  the  second 
oik  utility  in  the  U.S.A.  And  the  fifth  largest  con- 


tainer shipping  facility  in  the  world. 

In  skill,  in  motivation,  in  the  business 
environment,  Puerto  Rico  is  America.  Puerto 
Rico  and  industry  is  a  partnership  that  works. 

Puerto  Rico,U.S A. 

The  ideal  second  home  for  American  Business. 

©  1980  Puerto  Rico  Economic  Development  Administration 
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sance"  which  Puerto  Rico  is  ex- 
periencing is  attracting  the  new 
industrial  leaders,  the  so-called 
"wonder  companies"  and  the  high- 
technology  producers. 

Most  of  these  companies  "test  the 
water"  by  establishing  modest  pilot 
projects  on  the  Island.  Subsequent 
experience  in  most  cases  leads  to 
forthright  and  vigorous  expansion. 

Over  the  years,  Puerto  Rico  has 
become  one  of  the  leading  phar- 
maceutical manufacturing  centers  in 
the  U.S.  Today,  the  Island  has  more 
than  80  subsidiaries  involved  in  the 
production  of  antibiotics,  medicines, 
blood  analyzers,  artificial  kidneys, 
and  a  complete  range  of  health  care 
products.  Virtually  every  important 
mainland  U.S.  pharmaceutical  cor- 
poration is  represented  on  the  Island, 
and  a  number  of  leading  European 
firms  have  also  established  oper- 
ations there. 

Currently,  20  pharmaceutical  com- 
panies have  committed  more  than 
$200  million  toward  expansion  of 
their  Island  facilities — a  solid  demon- 
stration of  their  belief  in  Puerto  Rico's 
development  trajectory. 

Shipments  of  pharmaceutical, 
drug  and  related  chemical  prod- 
ucts manufactured  in  Puerto  Rico 
reached  $883  million  in  FY  1979.  an 
increase  of  216%  over  the  past  five 
years. 

Of  the  35  pharmaceutical  firms 
with  subsidiaries  on  the  Island,  ten 
attribute  from  14%  to  44%  of  their 
total  corporate  net  income  to  their 
Puerto  Rican  operations. 

ELECTRONICS  GROWTH 

As  exciting  as  Puerto  Rico's  growth 
in  pharmaceutical  manufacture  is, 
the  story  of  its  fast-paced  diversifi- 
cation in  the  electrical/electronic  in- 
dustry. 

To  date.  168  electrical/electronic 
operations  located  throughout  the  Is- 
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Prime  Computer,  one  of  the  1 68  electrical-electronic  manufacturers  in  Puerto 
Rico,  is  tripling  its  work  force  in  just  one  year 


land  are  shipping  an  annual  volume 
of  products  in  excess  of  $400  million. 
Plants  in  Puerto  Rico  are  engaged  in 
manufacture  of  a  vast  range  of  soph- 
isticated items,  including  computers 
and  computer  components,  periph- 
eral systems,  pacemakers,  TV  elec- 
tron color  guns,  electric-gyro  turn 
coordinators,  two-way  portable 
radios,  transformers,  circuit  breakers, 
potentiometers,  oscillographic  sen- 
sors, transducers  and  many  more. 

Shipments  by  this  industrial  seg- 
ment to  the  U.S.  mainland  and  for- 
eign markets  have  increased  over 
1 29%  in  the  past  three  years  alone  If 
shipments  of  measuring,  controlling 
and  analyzing  instruments  produced 
on  the  Island  are  lumped  together 
with  electrical/electronic  output,  the 
total  volume  produced  and  shipped 
by  Puerto  Rico  exceeds  $700  million 
annually. 

Net  income  generated  by  Puerto 
Ricos  electrical/electronic  segment 
reached  an  astonishing  $589  million 
in  FY  1979,  more  than  44%  over  the 
preceding  year.  Its  growth,  together 
with  the  measuring,  controlling  and 


analyzing  instrument  operation) 
attracted  to  the  Island,  has  been  pha 
nomenal  over  the  past  three  yearg 
More  than  30  new  projects  or  expan 
sions  have  been  attracted  to  Puerto 
Rico  from  such  leading  centers  aj 
Silicon  Valley.  California  and  thi 
Route  1 28  area  of  Greater  Boston. 

Profits  in  electronics  tend  to  bi 
considerably  higher  than  the  ratio  fq 
Puerto  Rico's  manufacturing  sectc 
as  a  whole.  Consequently,  electrical 
electronic  firms  are  registering  ai 
average  profit-to-sales  ratio  of  39%  ii 
their  Island  subsidiaries.  These  re 
suits  have  stimulated  49  of  the  elec 
tronic  newcomers  to  Puerto  Rico  tl 
expand  original  operations  during 
the  past  36  months. 

A  DEVELOPED  SOCIETY 

Puerto  Rico  has  come  of  age  as  ai 
industrial  society. 

Characterized  as  "underdevel 
oped"  and  "poverty-stricken"  thret 
short  decades  ago,  the  Island  toda 
ranks  among  the  100  largest  econq 
mies  and  industrial  companies  in  ■ 
world,  measured  in  terms  of  grosj 
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dDonde  hay  un  clima  aun 
J  mejor  para  los  negocios 
J   que  para  los  turistas? 


Merrill  Lynch  dice, 
Puerto  Rico. 


The  language  may  sound 
different,  but  the  business  cli- 
mate in  Puerto  Rico  is  aggres- 
sively ail-American.  It's  a  spectacular  place 
to  grow,  rich  in  human  resources  and  sophis 
ticated  in  business  and  finance. 

Y,  durante  27  anos,  nosotros  en  Merrill 
Lynch  hemos  participado  en  el  crecimiento 


dinamico  de  Puerto  Rico, 
USA.  Hemos  aportado  todos 
nuestros  recursos,  prestando 
una  linea  completa  de  servicios  financieros  a 
individuos,  a  la  industria...y  al  gobierno  de 
Puerto  Rico  y  sus  corporaciones  publicas. 
Come  to  Puerto  Rico  and  grow  with  us. 

Merrill  Lynch 

Merrill  Lynch  White  Weld  Capital  Markets  Group 


WHO  Merrill  Lynch  Pierce  Fenner  Si  Smith  Inc  Member,  SIPC 


Business 
with 
Puerto 
Rico? 

Look  for 
the  one 
with  the 
award. 


Whether  your  idea  is  to  export  to 
Puerto  Rico  or  to  export  from 
Puerto  Rico,  nobody  can  help  you 
more  than  Banco  Popular  de 
Puerto  Rico.  We  have  been  helping 
the  growth  of  the  economy  for 
87  years  in  such  a  way  that  we  were 
awarded  the  "E"  Star  for 
excellence  in  exports. 
This  means  we  know  the  "inside 
and  outs"  of  business.  A  tailor- 
made  system  can  be  developed  to 
help  you  in  all  your  transactions, 
from  letters  of  credit  to  foreign 
exchange  through  our  impressive 
network  of  more  than  600  af- 
filiated banks  throughout  the 
World.  Visit  any  of  our  offices  in 
Puerto  Rico  or  our  branches  in 
New  York  and  Los  Angeles  or  write 
Mr.  Mike  Burset,  International 
Division,  Banco  Popular 
Center,  San  Juan,  P.  R.  00918 
or  call  (809)  765-9800. 
You  will  notice  we  deserved  the 
award  in  the  first  place, 
and  that  we  still  do. 


Banco  Popular 
de  Puerto  Rico 

Established  1893  Member  FDIC 

Total  resources  in  excess  of  2.5  billion  dollars. 
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product  or  gross  sale  dollar  volumes. 

The  rise  has  been  meteoric,  al- 
though not  without  difficulty.  In  fiscal 
1950  Island  gross  product  amounted 
to  $750  million;  in  FY  1980  (ended 
June  30th),  Puerto  Rico's  gross  pro- 
duct surpassed  the  $1 0  billion  level  in 
current  prices,  an  historic  milestone. 

Puerto  Rico's  economy  closed  out 
FY  1980  with  a  real  growth  rate  of 
2.3%,  compared  with  1%  for  the 
mainland  U.S.  It  is  the  third  consecu- 
tive year  that  the  Island's  growth  rate, 
measured  in  constant  dollars,  has  ex- 
ceeded that  of  the  nation's  economy. 

Government  economists  believe 
the  Island  will  continue  forging  ahead 
in  the  first  years  of  this  decade, 
although  results  will  be  affected  by 
the  inflationary  and  recessionary 
crosscurrents  now  prevailing  in  the 
mainland  U.S.  economy. 

COUNTERING  RECESSION 

In  1974-75,  Puerto  Rico  experi- 
enced its  first  negative  growth  rate  as 
the  Island  followed  the  mainland  eco- 
nomy into  a  full  year  of  deep  re- 
cession. 

Economists  foresee  a  lighter  im- 
pact from  trends  prevailing  at  this 
time.  First,  they  reason,  the  Puerto 
Rican  economy  has  made  a  hard  and 
deep  adjustment  to  the  OPEC- 
inspired  oil  energy  crisis  in  1974. 
Secondly,  the  structural  changes  in 
the  Island's  economy  since  the  mid- 
1970s  have  made  Puerto  Rico  less 
vulnerable  to  recession. 

This  is  true  in  construction,  for  ex- 
ample, which  is  now  holding  its  own 
and  showing  some  gains  after  drastic 
curtailment  in  1974-75  due  to  exces- 
sive overbuilding  in  previous  years. 

It  is  also  the  case  in  manufacturing. 
The  shakeout  of  marginal  firms  dur- 
ing the  1974-75  recession  and  sub- 
sequent vigorous  promotion  of  high- 
technology,  high-value-added  op- 
erations has  restructured  and  streng- 


Sensitive  hygrometer  probes  for 
detecting  moisture  content  in  delicate 
industrial  processes  are  made  by 
Panametrics,  Inc. 

thened  the  Island's  manufacturing- 
export  base. 

Manufacturing,  the  economists! 
note,  is  the  major  catalyst  for  Puerto 
Rico's  progress,  accounting  for  46% 
of  total  Island  net  income,  nowi 
approaching  the  $9  billion  level,  and 
43%  of  Island  gross  product. 

Puerto  Rico's  total  shipments  to  all 
markets  reached  $6  billion  in  FY 
1979  with  mainland  U.S.  customersi 
accounting  for  $5  billion.  Island! 
manufacturing  is  responsible  for  well 
over  86%  of  shipments  to  the  main-|| 
land. 

A  LEADING 
"EXPORT"  MARKET 

The  tenth  largest  market  in  thei 
world  for  U.S.  products,  Puerto 
Rico's  purchases  from  the  main- 
land reached  $4.7  billion  in  FY 
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That's  the  reaction  that's  made  Puerto  Rican 
d  Rum  one  of  the  most  popular  and  fastest 
ving  liquors  in  America  today. 
People  try  it  once.  Then  again  and  again. 
Either  on  the  rocks,  or  with  a  dash  of  soda  or 
favorite  mixer.  Any  way  you  try  it,  Gold 
i  is  a  smooth  alternative  to  bourbons,  blends, 
adians— even  Scotch. 

Try  the  delicious  Gold  Rums  of  Puerto  Rico, 
first  sip  will  amaze  you.  The  second  will 
rert  you. 


Make  sure  the  rum  is  Puerto  Rican. 

The  name  Puerto  Rico  on  the  label  is  your 
assurance  of  excellence. 

The  Puerto  Rican  people  have  been  making 
rum  for  almost  five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum  of  exceptional 
taste  and  purity. 

No  wonder  over  85%  of  the  rum  sold 
in  this  country  comes  from  Puerto  Rico. 

Puerto  Ricnn  Rums 


Aged  for  smoothness  and  taste. 

For  free  Rums  of  Puerto  Rico  recipes,  write  Puerto  Rican  Rums  Dept  hB  7  1290  Avenue  of  the  Americas.  NY  NY  10102  c  1980  Government  of  Puerto  Rico 


CHASE  AND 
FOMENTO 

HAND  IN  HAND 

SECURING  CAPITAL  INVESTMENT 
IN  PUERTO  RICO 

Chase  supports  Puerto  Rico's  thrust 
towards  industrial  development  with 
an  active  corporate  program  geared 
to  promote  capital  investment  in  the 
island. 

Chase  has  been  operating  in  Puerto 
Rico  for  almost  half  a  century  and 
has  helped  quite  a  number  of  com- 
panies start  operations  here.  Chase's 
Corporate  Banking  Division  can 
provide  you  full  orientation  and 
necessary  details,  starting  from  the 
very  basic  concept  of  corporate  tax 
advantages  to  selecting  a  site  and 
finding  a  home  for  your  plant 
manager. 

If  you  decide  to  do  business  in 
Puerto  Rico,  we  can  prepare  a  package 
of  specialized  services  tailored  to  your 
company's  needs,  rendered  with  the 
excellence  businessmen  the  world 
over  have  come  to  expect  from  Chase. 

As  a  partner  to  Fomento,  Chase 
supports  one  of  Puerto  Rico's  most 
vital  needs. ..industrial  development. 

EL  CHASE 
RESPONDS 


CHASE 

The  Chase  Manhattan  Bank,  N.A. 

Member  F.D.I.C 


Apparel  manufacturing  plays  an  important  role  in  Puerto  Rico's  continuing  record 

of  growth. 


1 979.  Island  purchases  thus  gener- 
ate approximately  $7  billion  in  over- 
all direct  and  indirect  gross  income 
for  mainland  industries  and  busi- 
ness and  well  over  150,000  jobs 
throughout  the  nation's  economy. 

On  a  per  capita  basis,  Puerto 
Rico  is  tied  with  Canada  as  the 
leading  customerfor  U.S.  products. 

Prior  to  1 950,  Puerto  Rico  had  the 
unwelcome  distinction  of  being  cal- 
led the  "Poorhouse  of  the  Carib- 
bean." Transformation  of  its  sub- 
sistence agrarian  economy  into  a 
modern  industrial  society  raised 
Puerto  Rico's  net  income  per  capita 
from  $278  in  1950  to  more  than 
$2,400  in  the  just-ended  fiscal  year: 
Average  family  income,  in  the 
neighborhood  of  $11,000,  is  well 
above  existing  levels  in  Latin  Amer- 
ica and  represents  a  better  than 
seven-fold  increase  over  the  period 
1950-80 

A  large  and  relatively  educated 
middle  class  has  emerged  in  in- 
dustrial Puerto  Rico,  clear  proof  that 
the  Island  has  passed  from  the 
ranks  of  the  underdeveloped  to  join 
the  developed  societies  of  the 
world. 

By  the  start  of  1 980,  46%  of  Puer- 
to Rico's  industrial  employment  was 
concentrated  in  modern  manufac- 
turing operations. 


TAX  INCENTIVES 

Corporate  profitability  is  en 
hanced  in  Puerto  Rico  by  its  innovaj 
tive  Industrial  Incentives  Law,  th« 
most  attractive  under  the  U.S.  flai 
and  possibly  the  world. 

Principal  sections  of  this  law,  re 
vised  in  1978.  provide  investor 
with: 

— tax  exemption  starting  at  90°/ 
on  the  first  five  years  of  corpc 
rate  income; 

— graduated  5-year  intervals  c 
reduced  exemption,  permit 
ting  planned  adjustment  t< 
moderate  tax  reguirements; 

—  exemption  periods  rangino 
from  10  to  25  years,  depena 
ing  on  Island  location; 

—  reduced  witnholding  tax  oi 
profit  repatriation  for  eligibl* 
U  S  companies  choosing  tj 
reinvest  profits  in  Puerto  Rico; 

— total  exemption  on  the  firs 
$100,000  for  all  firms  with  lest 
than  $500,000  in  profits; 

— production  payroll  tax  deduc 
tion  of  5%  for  all  firms  as  a  ta. 
option,  and. 

— exemption  extended  for  th< 
first  time  to  22  designated  sen 
vice  industry  operations  \oca\ 
ing  on  the  Island. 

The  1978  Industrial  Incentive^ 
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In  Puerto  Kico, 


were 

your  factory 
in  advance. 

Now  in  inventory:  More  than 

50  new  buildings  to  choose  from.  jferi  -  tflfBfl^  

Standard  10-year  leases  start  from  ^ -   mavm  ilfil 

$1.25  to  $2.50  per  sq.  ft.  ,:tll,  M|„  ,  r7iiii 


When  you  decide  to  locate  in 
Puerto  Rico,  you  want  to  move  fast. 

So  the  Puerto  Rico  Industrial  brother.  Our  aim  is  to  make  your 

Development  Company  (PRIDCO)  start-up  profitable  and  untraumatic. 
borrowed  an  idea  from  the  retail  busi-         To  qualified  manufacturers  and 

ness.  Factories  off  the  shelf.  A  complete  service  companies,  we  also  offer  a 

range  of  standard-sized  buildings  for  number  of  special  incentives.  Among 

occupancy  right  now.  With  no  con-  these  are:  sharing  the  cost  for  rent, 

struction  investment.  transportation  and  equipment  installa- 

If  you  don't  find  what  meets  your  tion;  contracting  of  technicians;  for 

needs,  PRIDCO  will  build  to  specifica-  market  surveys,  and  for  the  training  of 

tions.  And  offer  you  a  "turn-key"  lease  management,  supervisory  and  key 

at  a  minimum  of  10%  of  book  value.  production  personnel. 

Very  likely  your  first  contact  with  In  Puerto  Rico  you  get  unequalled 

Puerto  Rico  was  through  our  Economic  tax  advantages,  high  productivity,  and  a 

Development  Administration  (EDA),  skilled  work  force.  You  also  get  a  big 

PRIDCO  is  EDAs  "Get  it  Done  Past"  helping  hand  from  PRIDCO. 


Puerto  Rico,  LIS.  A. 

The  ideal  second  home  for  American  business. 


>re  information:  write  us  on  your  company  letterhead.  Puerto  Rico  Industrial  Development,  Dept.FB-1  5, 1290  Avenue  of  the  Americas,  New  York,  N.Y.  10102. 
Or  call  us  toll-free:  (800)  223-0699,  ext.  228.  In  New  York  State,  call  (212)  245-1200,  ext.  228. 


PUERTO  RICH  A 


Law  provided  a  realistic  framework 
for  EDA  to  pursue  its  promotional 
and  economic  development  mis- 
sion. 

The  1978  Law  broadens  the  Is- 
land's tax  base,  insuring  revenue 
inflows  into  the  public  treasury,  nec- 
essary for  implementation  of  devel- 
opment-oriented infrastructure 
programs.  To  date,  contributions 
under  this  Law  are  estimated  at 
approximately  $158  million,  ena- 
bling infrastructure  acceleration 
servicing  the  needs  of  corporate 
citizens  and  individuals  alike. 

It  must  be  emphasized  that  the 
new  Law  guarantees  all  previous 
tax  exemption  agreements  signed 


by  the  Government  of  Puerto  Rico 
with  private  entrepreneurs.  It  also 
insures  new  project  profitability 
Thus,  for  example,  the  effective  lo- 
cal corporate  income  tax  rate  on  a 
new  project  with  $1  million  in  profits 
is  approximately  2.6%.  or  $26.1 15 

Private  corporations  with  sub- 
sidiaries on  the  Island  have  solidly 
applications  filed.  124  have  been 
approved  and  81  are  being  proc- 
essed. 

Section  936  of  the  U.S.  Internal 
Revenue  Code  complements  Puer- 
to Rico's  tax  incentives.  Under  this 
Section,  mainland  parent  com- 
panies may  repatriate  Island  sub- 
endorsed  the  new  Industrial  Incen- 


Let  us  help 
your  business 


The  importance  of  timely  credit 
availability  is  a  time  tested  factor  in  the 
world  of  business.  That  is  why 
successful  entrepreneurs  make  sure 
that  their  businesses  enjoy  adequate 
credit  facilities  to  cover  their  short  and 
long  term  needs.  For  over  sixty  (60) 
years  Banco  de  Ponce  has  specialized 
in  providing  credit  facilities  to  business 
enterprises  in  Puerto  Rico  and  New 
York  City. 

Thus,  if  your  business  is  still  in  need 
of  adequate  credit  arrangements  to 
operate  efficiently  at  maximum  profit 
levels,  it  is  quite  possible  that  Banco  de 
Ponce's  expertise  in  the  field  may  help 
you  solve  the  situation.  Our 
network  of  44  branches  in 
Puerto  Rico  and  New  York  City 


is  well  equipped  with  the  right  human 
and  financial  resources  to  service  your 
bank  accounts,  provide  credit  facilities 
and  assist  in  placing  idle  funds  to  earn 
top  yields.  Furthermore,  our  Trust 
Department,  the  largest  in  Puerto  Rico, 
will  expertly  handle  the  administration 
of  employee  pension  plans,  custody  of 
securities,  estate  planning,  administra- 
tion of  trust  and  executorship.  For  all 
your  banking  needs  please  call  us  in 
confidence.  No  commitment,  of 
course.  For  special  attention  in  Puerto 
Rico  please  call  Gabriel  Rivera 
Hernandez,  Senior  Vicepresident, 
telephone  (809)  751-3266;  and  in 
New  York  Carlos  Correa, 

I Senior  Vicepresident.  telephone 
(212)  2464900. 


BANCO  DE  PONC€ 

El  borvco  que  se  odelonta  a  su  hempo 


tives  Law  Through  June  of  198 
the  Governor  of  Puerto  Rico,  tn 
Honorable  Carlos  Romero-Barcel 
has  approved  316  out  of  531  co 
version  applications  filed  by  man* 
facturing  companies  holding  origij 
al  100%  local  exemption  grant 
Cases  still  pending  number  19] 
New  projects  are  also  respondirj 
to  the  partial  exemption  Law  Of  2G 
sidiary  profits  on  a  current  baa 
and  wholly  exempt  from  Federj 
corporate  income  tax  Previous! 
firms  encountered  costly  legal  po. 
cedures  involving  collapse  of  tha 
subsidiaries  in  order  to  effect  prd 
repatriation  upon  expiration  of  tha 
local  tax  grant. 

Repatriation  still  requires  armj 
length  relationships  between  p) 
rent  and  subsidiary  and  obsen 
ance  of  other  criteria.  Upon  dil 
tribution  of  profits  to  a  parent  firnrj 
local  withholding  tax  of  10%  is  a) 
plicable  However,  revision  of  tn] 
Island's  Industrial  Incentives  Law  i 
1 978  created  a  number  of  mechan 
isms  and  simple  reinvestment  veil 
cles  that  can  reduce  this  tollgaj 
tax  from  10%  to  5%.  In  the  ca^ 
of  reinvestment  of  profits  in  Got 
ernment  of  Puerto  Rico  municipj 
bonds,  no  tollgate  is  charged  q 
their  earned  interest. 

Foreign  industrialists  recei^ 
identical  local  and  Federal  tax  trea 
ment  upon  locating  operations  a 
the  Island.  But  ultimate  profl 
repatriation  depends  on  applicabl 
home-country  laws. 

PRODUCTIVE, 
TRAINABLE  WORKERS 

Possibly  the  Island's  biggest  asse 
from  the  standpoint  of  attracting  ii 
vestment  is  its  productive,  skills 
workforce,  now  approaching  tn 
1,000.000  level. 

Two  generations  of  Puerto  Rica 
workers  have  established  a  prove 
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Who  says  business  and  pleasure 
don't  mix?  They  do  mix 
when  you  stay  at  either  of 
Hilton  International's  deluxe  resort 
complexes  in  San  Juan  — the  Caribe 
Hilton  International  or  Condado  Beach- 
La  Concha  Hotels. 

Located  close  to  the  city's  busi- 
ness centers,  both  offer  you  complete 
business  services  from  secretarial  and 
cable/telex  to  direct  dial  phones,  photo- 
copying and  packaging. 

If  you  are  planning  a  meeting,  you'll 
rind  flexible  meeting  space  that  can 
accommodate  groups  of  almost  any 
size.  Sophisticated  audio-visual  equip- 
ment and  banquet  facilities  are  available 
for  all  your  meetings. 

For  your  pleasure: 

Caribe  Hilton  International  is  set 

on  22  tropical  acres  along  the  ocean  and 
offers  you  a  secluded  beach,  two  pools, 


night-lit  tennis  courts  and  health  club. 
Evening  entertainment  includes  a  wide 
array  of  elegant  restaurants,  nightclubs, 
lavish  casino,  plus  Juliana's,  the  island's 
most  avant-garde  discotheque. 

Condado  Beach-La  Concha  Hotels 
give  you  a  choice  of  Spanish  colonial 
or  contemporary  settings  on  the  beach, 
with  swimming  pools  and  tennis.  Enjoy 
our  casino,  restaurants  and  nightspots. 
Plus  folkloric  shows  and  a  weekly 
Artisans'  market  in  El  Centro  Cultural 
Center. 

Who  says  business  and  pleasure 
don't  mix? 

For  reservations,  call  your  travel 
agent  or  Hilton  Reservation  Service. 


puertq  Rim  a 


track  record  in  manufacturing  activi- 
ties devoted  to  an  increasing  degree 
to  sophisticated,  modern  industrial 
techniques. 

"Made  in  Puerto  Rico"  today 
stands  as  a  symbol  of  excellence  in 
the  U.S.  and  world  markets.  Island 
industrialists  routinely  report  the  ex- 
istence of  backlog  demands  for  high- 
quality  electronic  and  computer 
equipment,  precision  instruments, 
pharmaceutical  and  medical  prepar- 
ations and  products,  and  aerospace 
and  scientific  devices  and  compo- 
nents. 

The  latest  U.S.  Census  of  Manufac- 
tures for  1977  shows  that  the  Puerto 


Rican  worker  returned  $6.09  in  value 
to  his  employer  for  every  dollar  in 
payroll.  This  was  some  64%  above 
the  U.S.  mainland  average  of  $3.72. 

Other  studies  show  that  absentee- 
ism and  labor  turnover  are  remark- 
ably low  in  Puerto  Rico's  manufactur- 
ing sector. 

Perhaps  the  most  significant  de- 
velopment is  the  growing  number  of 
Puerto  Ricans  now  assuming  more 
top  and  middle  management  and 
technical  assignments. 

This  reflects  the  positive  influence 
of  continuing  Government  programs 
aimed  at  upgrading  the  managerial 
and  technical  talents  of  the  Puerto 


For  all  your  fiduciary  and 
Corporate  Finance  Needs 


355  Tetuan  street 

Old  San  Juan 
Puerto  Rico  00902 
Tel.  (809)  723-8180 
(809)  725-8124 


Alcazar  Building 
Ponce 
Puerto  Rico  00732 
Tel.  (809)  844-4115 


Rican  workforce 
EDUCATION  AND  TRAINING 

Puerto  Rico  allocates  approxt 
imately  one-third  of  its  $2.6  billiorj 
annual  budget  for  education.  On  a 
per  capita  basis,  Puerto  Rico  has 
more  students  in  institutions  of  highel 
learning  than  most  of  the  mainland 
states.  In  FY  1979,  Island  universities' 
and  colleges  awarded  degrees  t(j 
15,948  graduates,  including  420  en 
gineers.  At  the  same  time,  soma 
8,000  students  out  of  1 8,550  enrolled 
in  vocational  facilities  received  com' 
pletion  certificates. 

EDA  supports  this  effort  through 
an  annual  $250,000  scholarship  pro- 
gram for  industrial  students  seeking 
degree  accreditation.  The  program  ij 
rapidly  being  matched  by  private  firnr 
donations  for  this  purpose.  To  date 
some  $4.5  million  has  been  ex- 
pended, and  over  400  scholarships! 
have  been  awarded  for  post-grad 
uate  studies  in  managerial,  technical 
and  scientific  fields. 

EDA  also  negotiates  special  incen 
five  grants,  which  eligible  manufac 
turers  may  use  for  employee  training 
Funds  for  this  program  are  appropn 
ated  by  the  Legislature  of  Puertoj 
Rico. 

Puerto  Rico's  workers  today  have 
an  average  of  more  than  1 2  years  of 
schooling.  Nearly  one  in  four  has! 
been  to  college.  With  51%  under  35i 
years  of  age.  Puerto  Rico's  workers 
demonstrate  their  productivity  by  get- 
ting things  done. 

INDUSTRIAL  FACILITIES 

Puerto  Rico  maintains  an  ongoing, 
long-term  approach  to  insure  availa- 
bility of  physical  plant  and  industrial1 
lands  for  prospective  investors. 

The  Puerto  Rico  Industrial  De- 
velopment Company  (PRIDCO), 
working  closely  with  EDA,  carries  on] 
a  vigorous  construction  program  td 
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Relax  your  body, 
ultivate  your  mind.That's  the  Puerto  Rico  advantage. 


s  your  body  to  a  place  where  your  mind  won't  be  for- 
en.  That's  the  Puerto  Rico  advantage. 
We  give  you  everything  you'd  expect  from  a  per- 
Caribbean  vacation.  And  mare.  Centuries  of  art, 
ory  and  architecture  will  spark  your  curiosity  and 
mlate  your  imagination. 

Take  in  a  masterpiece  of  14th-century  painting 
n  you  visit  the  Ponce  Art  Museum,  less  than  a 


Museum  of  Art,  Ponce. 


two  hour  drive  from  San  Juan.  Tomorrow,  stroll  along  the 
water's  edge  beneath  a  warm  tropical  sun  on  nature's  own 
masterpiece  of  rolling  surf  and  silky  sand. 

You  won't  need  a  passport,  a  change  of  currency 
or  another  language.  Many  convenient  flights  depart 
daily  from  all  major  cities.  And  best  of  all  you're  on  one 
of  the  most  beautiful  islands  in  the  Caribbean,  but 
you're  still  in  the  U.S.  A  !  See  your  travel  agent  soon. 


Puerto  Rico,U.S.  A. 

It  takes  a  great  island  to  deliver  a  great  vacation. 

Puerto  Rico  Tourism  Company.  Chicago,  Los  Angeles,  Miami,  New  York,  Frankfurt,  Madrid,  Toronto. 
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make  sure  that  factory  buildings  will 
await  investors  for  inspection  and 
occupancy. 

PRIDCO  factories,  built  in  varying 
sizes  in  advance  of  demand,  may 
be  leased  under  competitive  terms 
or  purchased  by  private  manufac- 
turers. 

PRIDCO's  physical  facility  pro- 
gram insures  rapid  project  startup 
and  cost  savings  by  industrialists.  In 
FY  1980,  PRIDCO  completed  a  land 
and  building  program  in  excess  of 
$30  million,  matching  the  effort  of  the 
preceding  fiscal  year. 

PRIDCO  makes  available  more 
than  one  million  sguare  feet  of  plant 
space  annually  to  EDA-promoted  in- 
dustrial clients.  Some  50  PRIDCO 
buildings  are  usually  at  hand  for 
manufacturer  inspection  at  any  given 
time;  many  of  these  structures  may 
be  leased  for  as  little  as  $1 .50  per 
square  foot. 

Standard  PRIDCO  buildings 
generally  contain  11,500  or  23,000 
square  feet.  To  meet  a  growing  de- 
mand, a  number  of  larger  buildings 
are  now  being  constructed,  with  floor 
space  ranging  from  40,000  to 
100,000  square  feet.  In  addition, 
PRIDCO  builds  industrial  parks,  de- 
velops building  sites,  and  purchases 
land  in  anticipation  of  future  use  by 
manufacturers. 

Cumulative  investments  by  PRID- 
CO in  its  physical  facility  program 
surpassed  the  $300  m  llion  level  at 


the  close  of  FY  1980. 

TROPICAL  ISLAND 

Puerto  Rico  is  a  beautiful  tropical 
Island  situated  in  the  northeastern 
Caribbean  Sea,  right  on  the  legen- 
dary Spanish  main.  Roughly  shaped 
like  a  parallelogram,  it  measures  1 1 1 
miles  east-west  and  averages  36 
miles  north-south.  With  3,400  square 
miles  of  land  surface,  Puerto  Rico  is 
three-quarters  the  size  of  Connecti- 
cut and  is  located  approximately 
1,600  miles  southeast  of  New  York 
City  and  1 ,000  miles  east-southeast 
of  Miami,  Florida.  The  Island's  top- 
ography consists  of  coastal  plains 
and  a  central  mountainous  region. 

Settled  more  than  1 00  years  before 
the  Pilgrims  landed  at  Plymouth 
Rock,  Puerto  Rico  has  a  four  and  a 
half  century  heritage  of  Spanish  lan- 
guage and  culture.  It  has  been  part  of 
the  United  States  since  1898,  and 
Puerto  Ricans  have  been  U.S. 
citizens  since  191 7.  Since  World  War 
I,  Puerto  Ricans,  many  of  them  volun- 
teers, have  served  in  the  U.S.  Armed 
Forces.  Over  the  years,  individual 
Puerto  Ricans  have  attained  promin- 
ence in  national  jurisprudence, 
education,  government,  private  in- 
dustry, sports,  the  arts  and  sciences 
and  many  other  fields  of  endeavor. 

The  people  of  Puerto  Rico  speak 
Spanish.  Most,  however,  are  bilingual 
in  essential  English  words,  and  many 
are  completely  fluent. 

Puerto  Ricans  are  an  individualistic 
people,  proud  to  possess  a  culture 
that  is  a  mixture  of  the  Spanish  and 
American  heritages.  Extended  family 
ties  permeate  Puerto  Rican  society, 
and  social  life  centers  on  the  family. 

Puerto  Ricans  have  strong  tradi- 
tional attitudes  on  religion,  the  need 
for  advancement  through  education, 
and  the  importance  of  hard  work  to 
advance  economically  and  socially 


TRANSFORMATION 
OF  A  PEOPLE 

The  pace  of  change,  spearheac 
by  the  influx  of  private  enterp 
capital  over  the  past  three  and  a 
decades,  has  been  startling. 

Today's  Puerto  Ricans  are 
gaged  in  producing  everything  fi 
complete  airplanes  to  watches,  we 
ing  apparel  and  foodstuffs. 

They  are  also  involved  in  direc 
and  staffing  excellent  hospitals 
providing  first-rate  health  care;  in 
professions  and  convenient,  wo 
connected  banking  and  financial 
stitutions;  in  top-flight  second 
schools  and  universities.  The  Isli 
offers  booming  regional  shopp 
centers;  top  mainland  and  local 
partment  stores  and  shops  with  a 
range  of  merchandise  and  servic 
highrises  and  attractive  resider 
suburbs;  museums,  ballet  and  ope 
and  a  classical  symphonic  orches 
Luxurious  beachfront  resorts 
hotels,  fine  restaurants,  and  coi 
less  other  aspects  of  sophistica 
modern  life  characterize  tode 
Puerto  Rico. 

Progress  has  been  swift  and  I 
brought  along  urban  problems  \» 
bewildering  swiftness.  It  has 
brought  unquestioned  benefits. 

Life  expectancy  has  risen  to  a  le 
just  above  the  U.S.  average.  Aim 
one  million  motor  vehicles  now  crc 
the  Island's  highways  and  roa 
And  more  than  five  million  pass 
gers — a  million  of  them  coming 
tourists — pass  every  year  through 
Island's  International  Airport  at  c 
Juan,  the  capital  city. 

THE  CHALLENGE 
REMAINING 

There  are  3.4  million  people 
Puerto  Rico,  giving  the  Island  one 
the  highest  densities  in  the  world.  1 
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as  these  10  advantages 

i  sailings  from  the  U.S.  Mainland  to  Puerto  Rico 


10  Sailings  a  week 

from  7  U.S.  ports:  Port 
Elizabeth,  Baltimore, 
Charleston,  Jacksonville, 
Miami,  New  Orleans,  and 
Houston— far  more  than 
any  competitor. 

Over  5,000  trailer  and 
container  slots  available 
each  and  every  week... 
plus  space  for  1,000 
automobiles. 

A  total  intermodal  ser- 
vice featuring  express 
Ro/Ro,  container  vessels, 
and  barges,  unmatched  in 
the  $9  billion  U.S. /Puerto 
Rico  trade. 

A  record  inventory  of 

rolling  stock  totally  com- 
|  mitted  to  the  trade  of  16,000 
trailers  and  containers  to 
which  we're  adding  1,100 
brand  new  reefers  and 
containers. 


5. 

6. 

7. 

8. 
9. 


Express  Ro/Ro  service 

from  Port  Elizabeth, 
Baltimore,  Charleston, 
Jacksonville,  and  Miami. 
We  carry  any  vehicle  mov- 
ing on  highways  and  rail- 
road piggyback. 

Also  35  and  40  loot  con- 
tainer service  every  week 
of  the  year. 

Full  time  cargo  protec- 
tion on  a  personalized 
basis  from  cargo  accep- 
tance to  delivery  in 
San  Juan . . .  plus  daily 
on  board  inspection  of 
refrigerated  cargo. 

Weekly  service  from  our  7 
U.S.  portsito  the  Dominican 
Republic  and  U.S.  Virgin 
Islands  through  San  Juan. 

Far  East  and  West  Coast 
mini-bridge  service  via 

the  port  of  Houston. 


10. 


New  computerized 
trailer/container  spotting 
and  documentation  sys- 
tem, most  advanced  in  the 
maritime  industry. 

Add  it  all  up... it  makes 
sense  to  ship  Navieras. 


NAVIERAS  de  PUERTO  RICO 


Call  these  numbers  for 
booking  and  information: 

Port  Elizabeth  (201)  352-2700. 
Baltimore  (301)  285-6800. 
New  Orleans  (504)  945-4000. 
Houston  (713)  470-1910 
Charleston,  SC  (803)  747-0454. 
Jacksonville  (904)  751-3050 
Miami  (305)  374-2300. 
Los  Angeles  (213)  487-5710. 
San  Juan  (809)  783-1414. 


PUERTO  ROD  0 


Call  Puerto  Rico  Telephone 
for  your  communication  needs... 

If  s  a  question  of  dollars 
and  sense... 

Of  course  you  must  look  for  the  best  deal  you  can 
get  when  considering  investing  on  telecommunications 
equipment  for  your  company... 

And  the  way  we  see  it  "the  best  deal"  implies  a  whole 
lot  more  than  simply  an  attractive  price... 

You  must  consider  growth  •  both  your  company's 
and  the  equipment  you  buy  or  lease  (will  they  be  able 
to  stay  abreast  of  each  other?)... 

You  must  consider  obsolescence  (are  you  getting 
the  latest  in  the  market  or  something  that's  on  its  way  out?). 

You  must  consider  maintenance  (will  the  company 
be  able  to  handle  your  growing  demands?)... 

All  these  questions  require  clear,  intelligent 
answers  before  you  commit  yourself. 

At  Puerto  Rico  Telephone  we  provide  the  answers... 

If  you've  been  thinking  about  expanding,  upgrading 
or  modernizing  the  telephone  system  in  your  office,  get 
our  communications  experts  involved... 

It  will  cost  you  absolutely  nothing  to  consult  them. 
It's  simply  a  question  of  dollars  and  sense. 


GRJ- 


Puerto  Rico 
Telephone 
QDmpany 


people  of  Puerto  Rico  live  in  largi 
metropolitan  centers,  such  as  Grea1 
er  San  Juan  with  one  million  inhab 
tants,  or  in  small  towns,  called  munic 
palities,  located  throughout  the 
land.  A  small  number  of  people  cor 
tinue  to  live  on  farms  and  in  rural  se< 
tlements. 

Industrialization  is  seen  as  th« 
foundation  of  Puerto  Rico's  econonrv 
and  the  only  way  in  which  its  peopli 
can  achieve  a  better  living  standar< 
and  a  decent  life. 

Puerto  Rico  styles  itself  as  "thi 
ideal  second  home  for  Amencai 


Ganta  (Sentry  Box  in  Old  San  Juan) 

business"  To  maintain  this  slogan  a: 
fact  and  not  fiction,  the  Island's  Gov 
ernment,  headed  by  Governor  Carlo: 
Romero  Barcelo.  dedicates  enor 
mous  efforts  and  resources  to  keep 
its  constantly  expanding  infrastruc 
ture  and  services  competitive  witt1 
those  of  super-industrialized  areas. 

Puerto  Rico  is  dedicated  to  this 
course  of  action  because  the  chal 
lenge  of  eradicating  poverty  stil 
looms  large  Unemployment  is 
around  17%.  an  unacceptable  level 
That  means  that  Puerto  Rico  mus' 
create  a  second-to-none  investmen- 
climate — and  maintain  it  It  is  the  onl> 
real  basis  for  attracting  the  capita 
reguired  for  massive  job-gener- 
ation— and  the  only  real  hope  foij 
thousands  of  Puerto  Ricans 
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when  Detroit  thinks  it  has  the  import 
lem  licked  with  K-cars  and  J-cars  and  X- 
heres  someone  who  says  they're  wrong. 
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e  Streetwalker 


arles  Gray  is  the  34-year-old 
hemical  engineer  who  heads  the 
nvironmental  Protection  Agency 
,  setting  pollution,  safety  and 
standards  for  all  automobiles 
the  U.S.  Gray,  with  Princeton 
;t  Frank  von  Hippel,  is  co-author 
ned  article  for  Scientific  American 
ng  technological 
es  to  the  U.S.  auto- 
ndustry. 

ericans  think  the  in- 
present  plight  will 
ore  lenient  attitude 
e  environmental  bu- 
Gray's  ideas  will 
something  of  a 
this  interview  with 
uting  Editor  Norman 
ray  blames  virtually 
etroit's  ills  on  man- 
and  suggests  that 
may  have  irretriev- 
.t  technological  lead- 
o  the  Europeans  and 


ing  to  catch  up  with  them,  the  Europeans 
and  Japanese  have  been  concentrating  on 
developing  an  ability  to  compete  with  a 
full  line  of  new  vehicles  in  the  U.S.  With 
technology  already  in  hand,  they  will 
have  fuel  efficiency  from  five  to  ten 
miles  per  gallon  greater  than  Detroit's 
planned  cars  will  in  the  1990s. 

Forbes.  Only  more  fuel-efficient? 

Gray.  By  then,  European  cars  particu- 
larly will  have  improved  their  mechani- 


The    U.S.  auto- 
industry  will  be  in- 
about  $100  billion 
the  1980s  to  become 
itive  internationally. 


The  EPA's  Charles  Gray 

What's  shaped  Wee  an  egg  and  gets  SO  miles  to  the  gallon? 


Isn't  that 


I  think  there's  a  very  high  chance 
estment  will  not  be  sufficient.  In 
fieties,  with  the  present  focus  of 
ts,  the  U.S.  industry  will  be  com- 
with  the  cars  being  produced  by 
of  the  world  today.  But  it's  clear 
j  of  the  world's  producers  will  not 
ere  they  are.  Ten  years  from  now 
.  automobile  industry  again  may 
g  to  play  catch-up  to  remain  via- 
1  in  its  home  market. 
What  will  the  Europeans  and 
be  selling  in  the  U.S.  in  the 

While  U.S.  industry  has  been  try- 


cal  reliability.  The  U.S.  industry  now  has 
an  advantage  in  better  servicing  ability 
and  lower  maintenance  costs.  But  the 
Europeans  will  be  closing  that  gap.  They 
will  also  be  offering  very  competitive 
cars  in  terms  of  styling,  comfort  and 
luxury,  in  which  the  U.S.  industry  also 
has  had  an  advantage  until  now.  But  dis- 
cussions with  research  department  lead- 
ers of  Japanese  and  European  companies 
indicate  they  think  better  mileage  will 
be  the  key  to  the  consumer  market. 

Forbes.  Detroit  always  has  said  that  its 
cars  are  more  comfortable  and  safer  than 
European  and  Japanese  imports.  Why  do 
you  think  this  will  change? 

Gray:  As  the  U.S.  industry  produces 


smaller  and  smaller  cars,  the  Europeans 
and  Japanese  will  become  very  competi- 
tive this  way,  too.  Luxury  has  not  been 
stressed  in  mass  foreign  imports  in  the 
past.  But  now  it's  begun.  The  Japanese 
have  introduced  certain  expensive  luxury 
models,  at  least  one  model  per  line  in 
most  of  their  makes. 

Forbes.-  What  should  the  U.S.  auto- 
motive industry  do? 

Gray.-  The  most  effective  thing  it  could 
do  is  concentrate  on  introducing  signif- 
icantly new  vehicles  instead  of  always 
making  small  changes  in  existing  mod- 
els. Instead  of  trying  to  hang  on  to  a 
shrinking  share  of  the  market  by  slightly 
modifying  each  model  every  year,  the  car 
companies  should  basically  stabilize  the 
vehicles  they  already  have  tools  to  pro- 
duce while  concentrating  their  energies 
on  developing  much  more  fuel-efficient 
cars  that  can  become  their  launching  pad 
for  the  future.  If  these  new  U.S.  cars  are 
not  brought  on  stream,  Detroit  will  have 
a  very  hard  time  competing  with  the 
Europeans,  and  especially  the  Japanese. 

Forbes.-  Do  you  really  think  Detroit 
snould  try  to  absorb  the  kind  of  losses  it's 
taking  now,  billions  of  dollars  yearly,  un- 
til it  can  design  and  obtain  approval  from 
the  EPA  and  other  regulatory  agencies 
for  radically  new  kinds  of  cars? 

Gray.  In  my  opinion  that's 
the  only  real  chance  U.S. 
manufacturers  have  at  this 
stage.  They  misjudged 
American  demand  for  fuel-ef- 
ficient cars.  They  projected  a 
comeback  for  big  cars.  U.S. 
manufacturers  still  seem  to 
think  that  the  energy  prob- 
lem is  not  really  as  bad  as 
other  countries  think  it  is. 
Recently  the  head  of  research 
and  development  for  a  big 
European  carmaker  told  me 
that  he  thought  the  U.S.  in- 
dustry would  have  to  "die" 
before  it  could  become  com- 
petitive. He  meant  that  the 
current  attitude  and  philos- 
ophy of  the  executives  of 
U.S.  auto  companies  must  be 
changed.  The  Europeans 
don't  believe  the  Americans  can  change 
quickly  enough  to  survive  the  coming 
competition.  Hopefully,  it  is  not  too  late. 
The  industry  does  seem  to  be  moving 
into  a  slower  styling  changeover  cycle  of 
five  to  seven  years,  which  is  roughly  the 
useful  life  of  a  U.S.  automobile. 

Forbes-  Must  the  U.S.  industry  also  rein 
in  the  proliferation  of  models  that  began 
in  the  postwar  period? 

Gray.  It  can't  survive  without  doing  so 
because  the  industry  simply  doesn't  have 
the  capital. 

Forbes.  What  kind  of  new  cars  will  U.S. 
manufacturers  need? 

Gray:  Given  the  petroleum  problem 
that  the  world  faces,  the  fuel  economy 
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that  will  be  expected  in  the  Nineties — 
expected  by  the  consuming  public — will 
be  probably  2  to  3  times  more  optimistic 
than  are  discussed  today.  An  average  of, 
say,  70  to  80  mpg.  Volkswagen  already 
has  a  diesel-powered  Rabbit  that  gets  45 
miles  per  gallon  on  the  road,  and  has 
tested  a  four-passenger  car  that  gets  70  to 
80  miles  per  gallon  under  EPA  measure- 
ments. We  will  have  to  go  to  much  more 
fuel-efficient  aerodynamic,  tear-drop  de- 
signs— maybe  even  egg-shaped  autos,  un- 
attractive as  they  might  look  to  us — 
reduce  the  rolling  resistance  of  the  vehi- 
cle and  change  the  construction  of  tires. 
Technology  breakthroughs  in  that  area 
the  last  two  years  have  been  astounding. 
We  believe  engine  technology  may  con- 
tribute 50%  or  more  improvement  in 
fuel  consumption  using  the  diesel  and 
direct-injection,  spark-ignited,  auto-cy- 
cle engines,  which  we  think  ideally  suit- 
ed for  burning  alcohol  with  better  effi- 
ciency than  the  diesel. 

Forbes:  You  talk  a  lot  about  the  need  for 
radical  adaptations  by  the  industry  in 
order  to  survive.  But  what  is  to  guarantee 
that  you,  or  your  successors,  or  the  whole 
bureaucracy  of  EPA,  will  not  impede  the 
kind  of  change  you  say  is  needed? 

Gray;  The  changes  needed  to  meet  en- 
vironmental regulations  should  make  it 
easier  for  the  industry  to  develop  the  fuel 
economies  that  the  market  demands. 
Current  vehicles  have  hardware  added 
on  to  meet  environmental  standards. 
With  a  fresh  look  to  the  future  vehicle, 
most  of  this  add-on  technology  could  be 
eliminated  and  cars  with  inherently 
cleaner  characteristics  could  be  pro- 
duced. They  will  tend  to  cost  less  in  a 
relative  sense  and  will  be  very  fuel-effi- 
cient as  well. 

The  area  of  safety  is  probably  more 
open  to  conflict.  A  strong  and  consistent 
regulatory  posture  will  be  needed  to  con- 
vince the  industry  that  safety  rules  are 
not  going  to  be  changed. 

Forbes.-  Meanwhile,  EPA  also  is  carry- 
ing out  a  policy  of  "forcing"  technologi- 
cal innovation. 

Gray:  Regulators  always  find  them- 
selves in  a  dilemma  when  they  try  to 
bring  about  change  if  there  is  no  evi- 
dence in  hand  that  the  change  is  techni- 
cally feasible  and  economically  practical. 
But  if  the  technology  is  not  already  being 
developed  by  the  automobile  industry, 
then  the  regulator  has  no  such  basis.  The 
U.S.  Congress  saw  this  dilemma  in  the 
early  Seventies,  and  in  amendments  to 
the  Clean  Air  Act  said  that  the  EPA  shall 
provide  "enough"  time  for  the  industry 
to  develop  new  technology.  That's  it. 
This  is  what  has  become  known  as  tech- 
nology forcing. 

Forbes.-  And  you  think  it  workable? 

Gray.  In  the  early  phases  of  establish- 


ing standards,  the  EPA  proposed  and,  in 
all  cases  that  I  can  recall,  the  industry 
opposed  new  standards  consistently  and 
violently  as  being  technically  or  eco- 
nomically impossible.  But  in  all  cases 
since  the  1970  amendments  were 
passed,  those  standards  have  been  put  in 
place.  When  the  time  came,  the  industry 
was  able  to  meet  those  standards. 

Forbes.  At  what  cost? 

Gray.  Take  emission  standards  for 
1980  U.S.  passenger  cars.  In  the  early 
Seventies  the  industry  said  the  standards 
would  probably  cost  $1,000  to  $1,500  in 
1980  dollars.  Today  those  standards  cost 
about  $300  on  the  average,  even  less  per 
vehicle  for  smaller  cars.  This  is  consis- 
tent with  our  experience  for  all  other 
regulations  we  have  made.  We  always 
hear  that  this  or  that  standard  will  surely 
lead  to  fuel-economy  loss  in  new  vehi- 
cles. In  reality,  the  opposite  has  been  true 
in  all  cases  that  I  can  recall.  Emission 
standards  were  met,  with  improvements 
in  fuel  economy  at  the  same  time.  The 
engine  must  bum  fuel  more  efficiently  to 
meet  emission  standards.  So  the  indus- 


try optimizes  the  combustion  cl 
istics  of  the  engine  in  the  prj 
meeting  emission  standards. 

Forbes  What  happens  when  th 
try  and  you  are  screaming  at  ea 
over  regulatory  mandates? 

Gray  Actually,  there  is  a  v» 
degree  of  technical  respect  betv 
automobile  industry  and  the  E! 
neers.  But  a  reporter  might  intei 
EPA  official  and  then  pose  ques 
an  automobile  executive.  Th 
mobile  executive  might  imp 
react  with  adjectives  like  "tota 
sponsible,"  saying  things  like,  "' 
to  purge  the  ranks  of  the  Enviro 
Protection  Agency  of  all  of  its 
cratic  incompetents."  But  i 
that's  the  only  way  there  is  a 
visible  hostility  between  the  EP/ 
tors  and  the  automobile  indusi 
industry  and  the  EPA  do  not  vi 
process  as  a  personal  process,  1 
necessary  one. 

Forbes:  Just  as  you  regard  radics 
car  designs  as  a  necessity? 

Gray:  That's  right.  ■ 


Buy  on  bad  news,  say  the  sages.  The  neu 
automobile  insurance  is  so  bad  even  a 
might  have  second  thoughts.  But  what  al 
two  or  three  years  out? 

"Look  across 
the  valley" 


•The  Streetwalker 


There  is  faint  cause  for  hope  in 
anything  automotive  these  days, 
and  property/casualty  insurers  are 
no  exception.  Their  plight  is  ominously 
similar  to  1975,  when  the  auto  underwrit- 
ers' combined  ratio — a  measure  of  under- 
writing profits  expressing  losses  and  ex- 
penses as  a  percent  of  premium  rev- 
enues— reached  a  whopping  114.6%  and 
at  least  one  major  insurer,  GEICO,  was 
pushed  frighteningly  close  to  bankruptcy. 

This  time,  too,  the  industry  is  worried 
about  being  caught  between  rising  costs 
and  rates  that  don't  rise  fast  enough.  In 
1975  and  1976,  it  took  massive  under- 
writing losses  to  push  state  regulators 
into  accepting  premium  increases  of 
20.7%  and  21.5%  respectively.  Substan- 


tial losses  are  projected  for  this  y 
next — but  now  the  regulators  ma 
luctant  to  approve  higher  rates. 

Whether  auto  insurers  are  ent: 
more  money  depends  on  the  n 
you  use.  Since  1975  the  rate  of  i 
of  automobile  claims  has  declim 
siderably,  from  10.6%  in  1975  t 
last  year.  Thank  OPEC  for  that  oi 
national  55-mile-an-hour  speed  lii 
the  explosion  in  gasoline  prices  k 
duced  the  number  of  cars  on  the  n 
slowed  them  dow-n. 

On  the  other  hand,  the  expenst 
dividual  claims  continues  to  spin 
day's  cars  are  lighter,  smaller,  am 
complex  than  they  were  ten  year 
observes  Smith,  Barney  insuranc 
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Cleanliness  maybe  next  to  godliness. 

But  in  some  Dutch 
harbors,  it  was  next  to  impossible. 


The  well-known  feeling 
bf  the  Dutch  for  cleanliness 
didn't  stop  at  the  water's 
sdge. 

And  what  they  saw  in 
some  of  their  harbors  was 
disconcerting,  to  say  the  least. 

Every  time  that  a  ship 
Dumped  water  out  of  its 
Dilge,  there  was  a  good 
hance  waste  oil  would  be 
Dumped  out  with  it. 

The  result  was  a  worri- 
some oil  slick  —  a  slick 
preadmg  over  many  of  the 


world's  harbors  these  days. 

(Indeed,  back  in  1973 
an  international  maritime 
ruling  called  on  ships  every- 
where to  monitor  their  oil 
waste,  to  avoid  worries  like 
these.) 

What  to  do?  Some  of  the 
people  of  ITT  came  up  with 
an  ingenious  answer— an 
optical  fiber  device  that  care- 
fully "watches"  a  ship's  bilge 
water. 

A  laser  beam  scans  the 
bilge  waste  being  pumped 


out.  And  if  the  oil  levels  are 
too  high,  an  alarm  goes  off. 

So,  the  pumping  can  be 
stopped. 

Our  ITT  device  was  the 
first  anywhere  to  be  govern- 
ment certified,  meeting  the 
required  performance 
standards  for  this  urgent 
monitoring  task. 

Obviously,  no  one  ex- 
pects to  unpollute  the  world's 
harbors  overnight. 

But  the  least  we  can  do 
is  give  it  a  good,  clean  try. 


The  best  ideas  are  the 
ideas  that  help  people. 


ITT 
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lyst  Donald  E.  Franz  Jr.  "As  a  result,  the 
average  cost  of  a  property  damage  claim 
has  gone  up,  while  inflation  forces  medi- 
cal and  liability  settlement  costs  ever 
higher."  In  spite  of  projected  cost  in- 
creases of  12.5%  for  this  year  and  12.5% 
for  next,  the  minuscule  rate  increases  of 
1979-80 — which  are  only  now  being  re- 
flected in  cash  flow — will  add  only  about 
5%  to  earned  premiums.  This  year,  the 
auto  insurers'  combined  ratio  could 
reach  107%. 

Gloom  and  doom  for  the  near  term? 
Maybe  not.  "It's  premature  to  accept  the 
view  that  automobile  insurance  lines 
will  become  a  basket  case,"  says  Oppen- 
heimer's  contrarian-minded  Myron  Pi- 
coult.  "The  values  are  there.  Investors 
just  ought  to  be  as  willing  to  look  across 
the  valley  in  property  casualty  equities  as 
they  are  in  industrial  stocks." 

What  is  Picoult's  view  across  the  val- 
ley? For  one  thing,  he  says,  there's  a  big 
difference  in  investment  income  this 
time  around.  In  1975  the  property/cas- 
ualty industry's  portfolio  return  equaled 
8.8%  of  written  premiums.  Last  year  it 
was  12.1%.  Sure,  it's  dangerous  to  de- 
pend on  investment  income  to  offset  un- 
derwriting losses  as  a  general  practice. 
But  clearly  the  improved  portfolio  perfor- 
mance will  cushion  the  bump  at  the  bot- 
tom of  the  down  cycle. 

Too,  Picoult  disagrees  with  his  fellow 
analyst  Franz  on  the  status  of  the  indus- 
try's underwriting  gap.  "For  the  mo- 
ment," he  says,  "annualized  auto  insur- 
ance rates — as  measured  m  the  Consum- 
er Price  Index — are  actually  rising  faster 
than  the  weighted  loss-cost  index." 

According  to  the  June  rate  figures,  he 
points  out,  the  12-month  rise  was  9.3% 
while  the  trailing  loss/cost  figures 
showed  an  equivalent  increase  of  only 
7.2%.  Also,  Picoult  expects  most  compa- 
nies with  heavy  auto  exposure  to  take  a 
more  conservative  posture  to  protect 
themselves  against  sharp  reversals. 

So,  reasons  Picoult,  while  the  market 
is  discounting  the  certain  losses  that  big 
auto  insurers  will  have  to  absorb  this 
year  and  next,  the  companies'  book  val- 
ues are  likely  to  rise.  Says  he:  "If  earn- 
ings hold  flat  over  the  next  couple  of 
years  but  book  values  and  dividends 
grow  faster  than  inflation,  and  if  there  is 
continued  investor  timidity,  some  of 
these  companies  could  even  become  ac- 
quisition targets." 

That  is.  just  what  has  happened  to 
Ohio  Casualty  (37%  bid]  and  SAFECO 
[38%  bid).  Says  Picoult:  "These  compa- 
nies have  prospered  because  of  tradition- 
al underwriting  prowess,  geographic  dis- 
persion of  their  business  and  strong 
agent  relationships."  Since  1976  both 
have  maintained  combined  ratios  in  the 
low  90%  range.  Ohio  Casualty  was  re- 


cently selling  at  6  times  projected  1980 
earnings  of  $6.38 — a  modest  27%  premi- 
um over  its  $29.62  book  value,  while 
SAFECO  is  selling  at  a  dollar  over  its 
$37.48  book,  and  only  6  times  this  year's 
proiected  $6.50  a  share. 
.  Sound  too  good?  It  may  be,  cautions 
Picoult:  "In  the  years  to  come,  there  is 
no  question  but  that  direct  marketing  of 
auto  insurance,  as  well  as  various  forms 


of  association  group  coverage, 
into  the  market  shares  of  the  trj 
companies.  Ohio  and  SAFEC 
their  strong  agent  relationships 
head  start,  but  they'll  have  to  w| 
harder  to  maintain  market  shi 
even  at  that,  and  even  though  ha 
are  here,  he  says,  "I  believe  ther« 
risk  being  out  of  stocks  like  thea 
them." — Stanley  Ginsberg 


A  different  policy 


Progressive  's  Leu  is 


foe  is  a  32-year-old 
salesman  who  travels 
hundreds  of  miles  a 
week.  He's  been  arrest- 
ed five  times  for  drunk 
driving,  twice  for  reck- 
less driving,  had  one 
maior  accident  and  has 
a  sizable  collection  of 
speeding  tickets.  Bill  is 
a  38-year-old  bail 
bondsman  who  painted 
his  brand-new  Mer- 
cedes 450  SL  with  six 
coats  of  electric-pink 
nail  polish,  markedly 
increasing  the  cost  of  repairs.  No  sane 
insurer  would  sell  them  auto  policies, 
right?  "Wrong,"  says  Peter  B.  Lewis, 
the  outspoken  46-year-old  CEO  of 
Cleveland-based  Progressive  Corp., 
which  did  in  fact  provide  them  poli- 
cies. "We'll  sell  auto  insurance  to  any- 
one with  a  driver's  license." 

If  that  sounds  crazy,  consider  this: 
Since  1965,  when  Lewis  took  charge, 
Progressive's  earnings  per  share  have 
averaged  22.2%  growth  annually.  Pre- 
mium revenues — $139  million  last 
year — have  expanded  at  better  than 
twice  the  industry's  11%  average  rate. 
Through  the  first  half  of  1980,  net 
income  was  $9  million,  up  an  as- 
tounding 140%.  Crazy,  indeed — while 
everyone  else  languishes  in  the  valley, 
Progressive  is  marching  rapidly  uphill. 

How  does  Lewis  do  it?  Unlike  most 
property  and  casualty  insurers,  who 
will  underwrite  at  a  loss,  figuring  to 
cover  it  and  turn  a  profit  from  invest- 
ment income,  Lewis  has  a  firm  rule 
that  every  policy  be  priced  to  generate 
at  least  a  4%  underwriting  margin. 
Investment  income  is  extra.  "The  rule 
limits  us  to  areas  where  the  competi- 
tive environment  makes  an  under- 
writing profit  possible,"  he  says. 

That  means  insuring  people  like  Joe 
and  Bill.  In  insurance  parlance  they  are 
politely  termed  "nonstandard  risks" — 
and  pay  nonstandard  prices.  Bill's  pre- 
mium is  $3,171,  Joe's,  about  $2,000. 
Automotive  business  of  this  kind  pro- 
vides some  70%  of  Progressive's  pre- 
miums. The  company  is  also  a  big 


insurer  of  slum  c 
ings,  mobile  home 
motorcycles.  In 
tion,  it  issues  liqi 
ability  insurance, 
in  states  where  bar 
ers  are  liable  forth" 
oc  wreaked  by  cu: 
ers.  Says  Lewis,  "I 
with  live  music 
more,  because  the? 
to  have  more  fighl 
But  Progres 
success  is  not  so  i 
due  to  its  high  p 
as  to  how  it  sets  1 
For  example,  the  company  wa 
first  major  insurer  to  recognize 
unsurprisingly,  motorcyclists  ov 
years  old  have  fewer  accidents 
younger  ones.  So  it  lowered  prem 
for  older  cyclists,  undercuttin) 
competition  with  prices  that  stil 
fat  margins  built  in,  and  raised  p 
urns  for  much  riskier  young  eye 
This  year  Progressive  will  write 
$18  million  in  motorcycle  insur 
it  does  not  disclose  the  line's  pro 
Progressive's  combined  ratic 
averaged  95%  since  1965,  vs.  anij 
try  figure  just  above  the  breal* 
100%  level.  With  these  steady  u 
writing  profits,  Progressive  can  s 
use  considerably  more  leverage 
most  insurers.  Its  debt/equity  ra- 
52%  helps  account  for  its  impre 
29%  return  on  equity.  It  also  he] 
account  for  Lewis'  decision  to 
prices  20%  on  average  when  Pre 
sive  started  posting  underwi 
losses  for  the  first  time  in  early 
The  result:  skyrocketing  earninj 
unexpected  declines  in  frequenc 
a  combined  ratio  of  just 
through  the  first  half  of  1980- 
only  yawns  on  Wall  Street,  where 
gressive's  thinly  traded  shares  9 
less  than  5  times  earnings.  L 
however,  is  happy  to  let  Progre 
be  judged  by  its  own  record.  "Pi 
in  the  industry  have  suggested 
philosophy  is  antiquated.  I'm  del 
ed  to  compete  with  them,-  they  i 
our  life  so  much  easier."  Even  m 
ing  uphill— Seucomb  Stilluell 
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The  highest  return 
on  investment  in  the 
Common  Market. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

Department  of  Commerce  statistics  for  the  period  '74-'78  show  a  29.9%  average  annual  return  on  investment  for  US 
lufacturers  located  in  the  Republic  of  Ireland  -  more  than  twice  the  European  average. 

A  Ir6ldnd  &   The  Irish  government's  industrial  development  agency  has  offices  in  New  York,  Tel  (212)972-1000; 

Prial  development  authority    Chicago,  Tel  (312)644-7474;  Houston,  Tel  (713)658-0055;  Los  Angeles,  Tel  (213)829-0081;  Cleveland, 

216)861-0305;  San  Francisco,  Tel  (415)854-1800;  Boston,  Tel  (617)367-8225. 

rseas  offices  also  in  Amsterdam,  London,  Paris,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 
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Some  people  think] 
Bank  of  America 

only  finances  giant 
containerships. 


Actually,  we  can  finance  Around  the  world,  Bank  of  Americi 

anything  on  the  waterfront,  deeply  involved  in  many  different  asp 
from  cargoes  to  tugboats.  of  the  shipping  industry. 

Today,  you'll  find  us  financing  just  c 
everything  in  the  harbor,  from  huge  cj 
tainerships  to  individual  shipments  of 
imports  and  exports. 

So,  if  you're  involved  in  shipping  or 
national  trade,  you  can  ask  your  globe 


F  AMERICA  NT&SA 


unt  officer  at  Bank  of  America  for 
tance  with  any  financial  service  you 
need:  from  ship  financing  to  inventory 
i  icing,  letters  of  credit  and  foreign 
ange. 

hatever  type  of  business  you're  in  — 
hatever  the  size  of  your  business  — 
i  you  need  financial  service,  think 
<  of  America. 


Your  local  account  officer  at  Bank  of 
America  can  call  on  associates  in  over  85 
countries  around  the  world.  This  global 
teamwork  makes  it  possible  to  deal  with  just 
one  bank,  even  when  you  do  business 
in  dozens  of  countries. 


BANKof  AMERICA 


Think  what  we  can  do  for  you 


The  American  Worker. 

Heholds  the  white-hot  molds  for  America  in  his  hands... 

For  almost  100  years  now,  we've  been 
insuring  America's  most  valuable  resource: 
her  workers. 

During  that  time,  we've  discovered  some 
very  effective  ways  to  help  American  business 
hold  down  the  cost  of  insurance.  Loss  Control 
is  one  way. 

Our  Loss  Control  Consultants  can  help 
you  to  identify  hazardous  conditions  at  your 
plant  -  before  they  turn  into  accidents.  That, 
in  turn,  can  reduce  claims  and  substantially 
lower  your  net  insurance  costs. 

Loss  Control.  It's  one  way  to  cut  the  cost 
of  business  insurance.  Tliere  are  many  others. 
Call  or  write  us  today  and  we'll  share  them 
with  you. 


JL\merkan 
A^utuai 

INSURANCE  COMPANIES,  WAKEFIELD.  MASS  0I8BO 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


^ence  Huntington  is  losing  his  low  pro- 
-thanks  to  some  profitable  offshore  invest- 
%nd  well-heeled  overseas  clients. 


Fiduciary's 
foreign  accent 


The  Money  Men 


vrence  S.  Huntington,  presi- 
nt  of  Fiduciary  Trust  Co.,  sits  in 
comfortable  office  on  the  94th 
New  York's  World  Trade  Center, 
ve-it-all  location  befits  an  insti- 
hat  until  recently  cultivated  a 
low  profile.  Huntington's  win- 
wever,  offers  a  spectacular  view 
atue  of  Liberty — an  ideal  symbol 
rategy  that  has  transformed  this 
dgy  carriage-trade  bank  into  one 
ation's  most  internationally  ori- 
oney  managers. 

9-year-old  Fiduciary  is  luring  cli- 
m  abroad  in  record  numbers. 
:  past  five  years  its  assets  under 
nent  have  more  than  tripled,  to 
ion,  much  of  that  from  the  likes 
heikhs,  European  businessmen 


and  Latin  American  planters.  Overseas 
customers  account  for  one-third  of  Fidu- 
ciary's business,  and  Fiduciary,  with  its 
$1.6  billion  overseas  portfolio,  ranks 
about  even  with  Morgan  Guaranty  Trust 
for  first  spot  among  all  U.S.  banks  in  the 
size  of  its  foreign  holdings. 

Investors  outside  the  U.S.  are  coming 
to  Huntington  for  many  of  the  same  rea- 
sons as  domestic  customers,  but  his 
campaign  to  court  them  has  some  special 
pluses— despite  overall  investment  per- 
formance that  statistical  measuring  ser- 
vices rank  as  a  shade  below  top-tier. 

Fiduciary  is  a  product  of  the  Depres- 
sion. Its  founders  were  worried  about  the 
safety  of  the  U.S.  banking  system,  and 
they  set  up  the  firm  as  an  independent 
trust  company  to  avoid  any  conflicts  of 


I  Trust's  l.any  Huntington 
>eyond  the  carriage  trade. 
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interest.  Today,  Fiduciary  is  much  more 
a  cozy  private  bank  than  a  massive  mul- 
tinational financial  institution — so 
much  the  better  to  give  foreign  clients 
peace  of  mind. 

In  addition,  for  over  30  years  Hunting- 
ton's firm  has  managed  one  of  the  most 
prestigious  international  pension  ac- 
counts: the  more  than  $1  billion  retire- 
ment and  benefit  fund  for  United  Na- 
tions employees.  It  now  accounts  for 
nearly  one-fifth  of  the  bank's  total  port- 
folio; and  though  Fiduciary  is  hardly  a 
household  word  in  Dallas  or  Detroit, 
hundreds  of  well-paid  diplomats  are  in  a 
position  to  drop  its  name  at  cocktail 
parties  around  the  world. 

For  his  part,  Huntington — 44  years  old, 
wellborn  and  well-spoken — is  ever  ready 
to  accommodate  his  multinational  cus- 
tomers. "Because  we  are  a  significant 
manager  of  non-U. S.  money,"  he  says, 
"we  are  also  a  large  investor  in  non-U. S. 
securities.  They  come  to  one-third  of  our 
clients'  portfolio  holdings."  That  empha- 
sis has  helped  performance  considerably: 
Over  the  past  decade,  Fiduciary's  foreign 
investments  have  risen  twice  as  fast  as 
the  Standard  &  Poor's  500  stock  index. 

Some  foreigners,  in  fact,  come  to  Fidu- 
ciary with  specific  instructions  to  mini- 
mize domestic  exposure.  Huntington 
tells  of  one  Middle  Eastern  moneybags 
who  ordered  that  his  portfolio  consist 
"only  of  hard-currency  holdings— and 
they  don't  consider  the  dollar  in  that 
category."  Overall,  Fiduciary  keeps  its 
overseas  customers  invested  about  60% 
in  stocks  and  40%  in  debt,  a  slightly 
lower  equity  position  than  it  programs 
for  U.S.  customers. 

Huntington  is  quick  to  point  out  that 
any  money  manager  who  confines  equity 
investing  to  the  domestic  market  is 
overlooking  choice  opportunities.  Swiss- 
based  Hoffmann-LaRoche,  for  example, 
is  the  largest  ethical  drug  company  in  the 
world  and  does  more  business  in  the  U.S. 
than  any  of  the  domestic  drug  compa- 
nies. Similarly,  Michehn  Tire  is  not 
widely  held  here,  yet  its  recent  results 
are  impressive  in  contrast  to  the  troubles 
that  have  hit  domestic  tire  producers 
who  don't  have  radial-tire  knowhow  and 
have  lost  volume  because  of  the  decline 
in  auto  sales. 

For  the  moment,  Fiduciary's  invest- 
ment committee  believes  that  inflation 
will  be  hard  to  slow  down.  Huntington's 
domestic  equity  portfolio,  as  a  result,  is 
concentrated  in  areas  best  able  to  deal 
with  rising  prices,  such  as  natural  re- 
source companies.  However,  oil  stock 
holdings  are  being  gradually  reduced  be- 
cause recent  rapid  gains  have  given  these 
companies  an  expanded  proportion  of  to- 
tal portfolio  value.  Part  of  his  strategy  is 
what  he  calls  "avoiding  the  obvious." 
Paper  companies,  he  explains,  have  tim- 
ber inventories  that  are  potential  infla- 
tion hedges.  Coal  companies  have  simi- 
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larly  valuable  reserves,  but  coal-carrying 
railroads  may  be  a  less  obvious  way  of 
buying  a  stake  in  them. 

Huntington  also  favors  high-technolo- 
gy industries,  particularly  companies 
dealing  with  the  energy  shortage  and  pol- 
lution control.  "Those  companies  on  the 
cutting  edge  of  the  technology  of  fuel 
efficiency — like  Fluor  and  Parsons — are 
ideal.  They  build  plants  to  make  alterna- 
tive energy  in  a  general  sense.  Other 
firms  such  as  Digital  Equipment  and 
Hewlett-Packard  are  more  sophisticated 
and  are  engaged  in  designing  fuel-effi- 
cient machinery." 

In  Europe,  Fiduciary  favors  invest- 
ments in  the  banking  sector.  "Buying 
bank  stocks  there  is  a  lot  different  from 
buying  them  here,"  says  Huntington.  "It 
is  really  a  way  of  playing  the  broad  econ- 
omy because  European  banks  own  a  ma- 
jor percentage  of  so  many  of  the  industri- 
al enterprises.  Bank  stocks  are  a  good 
investment  overseas  but  a  lousy  invest- 
ment here." 

Fiduciary  gets  geographical  diversity 
with  an  emphasis  on  banking  in  Ger- 
many, technology  in  Japan  and  natural 
resources  in  such  countries  as  Australia 
and  South  Africa.  Huntington,  in  fact,  is 
sure  that  the  Pacific  Basin  will  become 
the  world's  next  major  growth  area,  and 
Fiduciary  may  soon  open  a  Los  Angeles 
office  to  stay  closer  to  the  action. 

Keeping  track  of  far-flung  holdings 
poses  special  problems.  Many  foreign 
companies  provide  minimal  financial 
data.  Fiduciary  is  a  major  stockholder  in 
Hongkong  &  Shanghai  Bank,  and  Hun- 
tington once  went  to  management  to 
discuss  its  operations.  "They  told  me 
that  they  were  under  no  obligation  to 
reveal  anything,"  he  says.  "They  added 
that  if  I  didn't  like  their  answer  I  could 
sell  the  stock."  Now,  of  course,  Hong- 
kong has  purchased  New  York's  Marine 
Midland  and  is  subject  to  U.S.  disclosure 
rules — and  Huntington  is  stuck  with  a 
major  indirect  stake  in  U.S.  banking,  ad- 
mittedly not  his  favorite  investment. 

Despite  Huntington's  misgivings 
about  prospects  for  U.S.  banks  in  general, 
Fiduciary  is  headed  into  better  times. 
Operating  income,  which  should  hit 
$22.9  million  in  1980,  has  more  than 
doubled  over  the  past  five  years.  That 
fails  to  pace  the  heady  growth  in  assets 
under  management,  but  it  is  a  major 
change  from  the  bank's  previous  stand- 
still performance.  Whatever  his  magic 
formula,  Huntington  is  remarkably  suc- 
cessful at  luring  money  from  abroad.  As  a 
result,  Fiduciary  now  has  an  impressive 
global  outlook  and  exposure — hardly 
enough  to  brmg  it  center  stage  among 
global  money  managers,  but  clearly  a 
ticket  to  a  profitable  spot  just  outside  the 
limelight.— Ben  Webemian 


What  do  Ford,  Polaroid,  Standard  Bra 
and  AT&T  all  have  in  common?  By  one  I 
dard  at  least,  they  can't  afford  to  pay  \ 
dividends — or  their  taxes. 


Living  off 
capital 


Numbers  Game 


ANY    COMPANIES    DISCLOSED  in 

their  1979  annual  reports  that 
they  are,  in  fact,  shrinking. 
They  are  paying  dividends  with  dollars 
they  never  earned  and  don't  really  have. 
What's  more,  they  are  paying  these  divi- 
dends after  paying  taxes  with  effective 
rates  that  are  shockingly  high — com- 
monly ranging  up  to  75%. 

These  results  are  obtained  simply  by 
comparing  dividends  and  taxes  with  the 
information  mandated  by  the  Financial 
Accounting  Standards  Board  in  State- 
ment 33:  current-cost  income.  This  in- 
flation-adiusted  figure  calculates  depreci- 
ation of  assets  at  current  replacement 
costs — not  historical  costs — and  so  re- 
flects the  ravages  of  inflation  on  a  com- 
pany's real  income.  Naturally,  this  kind 
of  accounting  has  been  very  controver- 
sial. But  there  is  clearly  no  question  that 
it  makes  far  more  sense  than  historical 
accounting  systems — which  pretend 


that  inflation  does  not  exist 
Oh,  the  firms  aren't  coming  rii 
and  saying  that  they  are  eating  up 
to  pay  their  dividends.  But  it 
enough  to  see.  Last  year  many 
nies  showed  current-cost  calculai 
a  neat  little  column  in  the  back 
annuals.  This  year  they'll  all  be  t 
to  do  so.  Eventually,  these  figui 
likely  be  shown  in  the  more  resp 
front  of  the  annuals. 

The  dividend  payout  seems  par 
ly  traumatic  for  companies  witt 
capital  investments  in  older  plai 
inventories.  Because  those  plant 
built  with  old,  cheap  dollars  and  a: 
nearly  written  off,  their  depre 
charges  are  seriously  understated. 

Ford  Motor,  for  example,  with 
ous  aged  plants  showed  historic 
earnings  of  $9.75  a  share  in  19 
current-cost  income  of  $1.78. 
same  time,  Ford  paid  dividends  o: 
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fou're  probably  going 

» pay  too  much  in 

tersonal  income  taxes 
lis  year. 


>u  are,  if  you're  the  kind  of  totally 

ved  executive  we  think  you  are. 

ith  everything  else  on  your  mind,  there's 

od  chance  you  may  fail  to  take  some 

3Ctly  appropriate  steps  to  minimize 

taxes. 

hich  makes  it  all  the  more  important 
/ou  get  the  advice  and  counsel  of  the 
sssionals  at  Deloitte  Haskins  &  Sells. 
-  start  with,  we'll  systematically  review 
current  financial  picture  and  your 
ns  for  previous  years.  (Who  knows? 
nay  very  well  find  refunds  you've 
looked.) 

ien  we'll  go  further,  and  help  you  devise 
icial  strategies  to  meet  your  long-term 
less  and  family  needs. 

Your  needs  for  trust  arrange- 
ments, perhaps.  Or  the 
sale  of  a  family 

business. 


Or  exercising  some  stock  options. 
And  so  on. 

At  Deloitte  Haskins  &  Sells  we  think 
income  tax  and  estate  planning  is  a  very 
personal  matter. 

When  we  say  we  don't  stop  at  the  bottom 
line  in  serving  clients,  we  include  thousands 
of  businessmen  and  professionals  among 
them. 

They're  individuals  who  look  to  us  for 
planning  for  the  years  to  come-just  as  much 
as  for  our  help  in  filing  this  year's  return. 

Of  course,  not  everybody  requires  our 
kind  of  help.  But  if  you  do,  perhaps  we 
should  talk. 

Before  the  year  is  up. 

For  our  1980  tax  planning 
booklet,  cal  I  ou  r  nearest 
office.  Or  write:  ilPlfliffp 
11 14  Avenue  of 
the  Americas,  New 
York,  N.Y  10036. 


Haskins  Sells 

Beyond  the  bottom  line" 


Numbers  Gam 


THE 
QUICK  START 
FOR  GROWING 
COMPANIES. 


Businesses  and  industries  get 
plenty  of  start-up  power  when 
you  locate  in  Georgia. 

Quick  Start,  our  free  labor 
training  and  recruitment  pro- 
gram, can  have  your  workers 
up  to  speed  when  you're 
ready  to  run.  Our  one-stop 
environmental  permit  agency 
saves  you  still  more  time.  And 
we  have  a  selection  of  sites 
and  available  buildings  ready 
now  for  the  full  range  of 
business  and  manufacturing 
requirements.  Well  provide 


confidential  site-selection 
assistance,  too. 

Get  a  fast  start  in  the  state 
that  delivers  the  state  of  the  art 
in  industrial  development.  Let 
us  tell  you  the  whole  story. 

Contact  W.  Milton  Folds, 
Commissioner;  Georgia 
Department  of  Industry  & 
Trade;  Dept.  FB-12;  P.O.  Box 
1776;  Atlanta,  Georgia  30301. 
404/656-3556. 

Georgia 


YOU 


have  the  power  to  end 


xlx] 


NATIONAL  HUNTINGTON'S  DISEASE  ASSOCIATION 

Suite  501. 1441  Broadway  New  York.  N  Y  10018 


212-966-4320 


«IS  S«CE  COMT0I8UTE0  BY  THE  PUSuSHEQ 


That  was  a  payout  of  $2.12  a  i 
company  didn't  really  have — ab| 
million. 

Or  Polaroid,  which  under  curl 
accounting  actually  showed  a  1 
cents  a  share — but  still  gave  div| 
SI  a  share,  reducing  the  firrr) 
terms  by  some  $1.66  a  share, 
$55  million. 

These  are  hardly  isolated  exarl 
table,  p,  234).  Everyone  knows  tlj 
ally  all  utilities  have  been  pla] 
game  for  years.  According  to  Si} 
vidson,  a  professor  at  the  Uniu 
Chicago  Business  School  who 
searched  and  written  widely  abo 
tion  accounting,  it  is  likely  thj 
fourth  of  all  major  firms  are  pay 
dends  larger  than  their  inflation-! 
earnings.  That's  corporate  shrill 
a  titanic  level.  "We've  got  a  tir) 
here,"  says  Davidson.  "As  peop( 
on  to  these  data  and  come  to  r 
what  they  mean,  management's! 


It  almost  seems  like  s 
fiction  with  hundreds  oj 
disintegrating.  .  .  .  "If 
dont  stop  eroding  pH 
capital,"  says  Mike  Te 
of  Peat,  Marwick,  Mi 
"all  of  American  busim 
going  to  have  trouble, 
not  next  year  or  in  five 
But  it  has  to  happen." 


have  an  awful  lot  more  thini 
explaining  to  do." 

Is  corporate  America  stupid?  1 
ly.  But  it  takes  time  to  change  hi 
lifetime.  Davidson:  "They've  aj 
up  in  a  world  of  generally  acce 
counting  principles  .  .  .  where  y 
on  the  formal  historical-account 
and  not  the  current  meaningful 
the  boards  on  which  I  serve  [vu 
elude  Zenith  and  Brunswick],  no 
them  has  ever  considered  this  : 
question  in  deciding  on  divident 
Gives  you  a  picture  of  huge  col 
deciding  on  dividends  with 
board,  doesn't  it? 

"Only  a  crisis  persuades  the  « 
to  cut  dividends,"  says  Davidso 
ing  his  head.  "When  GM  cut  tn 
dend  they  had  to  announce  tl 
were  in  a  crisis." 

Well,  it  may  be  that  any  nui 
firms,  particularly  those  in  capit; 
sive  industries,  are  in  a  crisis  s 
right  now.  They  just  don't  k 
What's  more,  eating  into  capita 
dividends  isn't  a  new  trend.  "T. 
of  thing  has  been  going  on  since 
inflation  rates  of  the  mid-Seventj 
ed,  at  least,"  says  William  }oyne| 
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Photography  by  Waller  looss.  Jr  lor  Sports  Illustrated 


The  man  who  closed  the  Open. 


Some  moments  never  end. 
ack  Nicklaus'  triumph  in  the 
30  U.S.  Open  at  Baltusrol  was  one 
hem. 

[t  marked  his  fourth  Open  title 
1  eighteenth  major  championship. 
It  also  closed  the  door  on  the 
3Stion,  who's  the  greatest  golfer 
;r. 

\nd  put  Jack  right  where  he 
ongs:  among  the  greatest  per- 
mers  in  all  of  sports  history. 
Sports  Illustrated  was  right  there 


with  him.  Not  merely  to  cover  him. 
But  to  capture  his  intensity  and 
magic. 

We  did  it  in  words  and  fast-close 
color  photography  created  by  a 
stall  as  dedicated  to  their  work  as 
Nicklaus  is  to  his. 

And  we  do  this,  each  week. 
Superbly  enough  to  attract  16  mil- 
lion avid  readers.  Young,  intelligent 
readers.  Readers  with  money  to 
spend. 

This  national  audience  is  Sports 


Ilhistrated's  basic  advertising  buy. 
And  when  vou  have  special  market- 
ing problems,  we  also  offer  a  range 
of  special  geographic  and  demo- 
graphic editions. 

Sports  Ilhistrated's  news:  It's 
some  of  the  biggest  news  in  the 
world  each  week. 

Be  a  part  of  it. 

Sports  Illustrated 

America's  Sports  Newsweekly. 

C  i960  Time.  Inc  All  rights  reserved 


Numbers  Game 


ner  with  Price  Watcrhouse  &  Co.  "In 
effect,  these  companies  are  liquidating 
themselves.  If  you  pay  out  more  than  you 
take  in,  eventually  there  won't  be  any- 
thing left." 

But  that  might  take  years.  Companies 
can  deplete  their  resources  and  still  con- 
tinue to  grow  by  borrowing  money.  It 
almost  seems  like  science  fiction,  with 
hundreds  of  companies  slowly  disinte- 
grating. On  the  other  hand,  much  sci- 
ence fiction  comes  true.  "If  people  don't 
stop  eroding  physical  capital,"  says  Mike 
Tearney,  a  manager  with  Peat,  Marwick, 
Mitchell  &  Co.,  "all  of  American  busi- 
ness is  going  to  have  trouble.  Maybe  not 


next  year  or  in  five  years.  But  it  has  to 
happen."  You  can't  argue  with  that  logic. 

How  do  companies  defend  this  prac- 
tice of  paying  out  more  than  they  earn  on 
a  basis  of  current-cost  accounting?  In- 
deed, can  they  defend  it?  They  can,  but 
only  by  attacking  the  very  foundations  of 
inflation  accounting  theory.  Let's  start 
with  AT&T.  Last  year,  figured  on  a  cur- 
rent-cost basis,  AT&T  had  earnings  of 
$2.3  billion.  It  paid  out  common  divi- 
dends of  $3.4  billion. 

AT&T  reacted  in  its  annual  report: 
"The  disclosure  ...  is  misleading.  .  .  . 
The  company's  dividend  policies  comply 
with  legal  requirements  applicable  to  all 


The  real  payout 

There's  little  doubt  that  current-cost  income  figures 

will  become  a  prime 

means  of  reporting  in  the  foreseeable  future, 

replacing  historical-cost  fig- 

ures.  When  that  happ 

ens  a  lot  of  people  will  be  surprised  to  find  that  their 

favorite  blue  chip  has 

had  a  dividend  payout  of 

over  100%  for  years.  Or  a  tax 

rate  in  excess  of  70%. 

Many  firms  provided  these  current-cost  figures  in  the 

back  of  their  1979  annuals,  as  shown  below. 

Historical- 

Current- 

Payout  rate 

Effective 

cost 

cost 

on  current- 

tax  rate 

net  income    net  income 

lin    I'll  FT  i '  Tl  1  _ 
Ull   L  U  I  I  L  1  1  I 

Dividend 

per  share 

per  share 

net  income 

cost  income 

Automotive 

Eaton 

$1.61 

$5.89 

$2.24 

72% 

71% 

Ford  Motor 

3.90 

9.75 

1.78 

219 

61 

General  Motors 

5.30 

10.04 

6.24 

85 

55 

Questor 

0.20 

0.88 

|0.85) 

NM 

707 

Raybestos-Manhattan 

1.49 

2.24 

(3.58) 

NM 

NM 

TRW 

1.95 

5.28* 

1.72* 

113 

72 

Containers 

Continental  Group 

2.25 

5.27 

2.93 

77 

23 

Food  Processing 

Kraft 

3.01 

7.41 

2.66 

113 

71 

Standard  Brands 

1.42 

3.04 

.76 

187 

72 

Leisure  time 

Brunswick 

0.80 

2.39 

1.49 

54 

52 

Polaroid 

1.00 

1.10 

(0.66) 

NM 

NM 

Railroads 

Burlington  Northern 

1.95 

13.11 

10.08) 

NM 

NM 

Chessie  System 

2.32 

6.05 

(3.01) 

NM 

NM 

Missouri  Pacific 

2.95 

9.93 

2.92 

101 

60 

Norfolk  &.  Western 

1.88 

6.36 

1.71 

110 

73 

Southern  Railway 

2.12 

10.39 

4.19 

51 

49 

Steel 

ARMCO 

1.43 

4.82 

2.02 

71 

57 

Athlone  Industries 

1.20 

3.85 

1.13 

106 

71 

Inland  Steel 

2.80 

6.27 

2.20 

127 

38 

Lukens  Steel 

0.96 

1.44 

(1.11) 

NM 

NM 

National  Steel 

2.60 

6.56 

1.30 

200 

72 

Republic  Steel 

2.25 

7.49 

(2.08) 

NM 

NM 

Tobacco 

American  Brands 

4.62 

12.00 

7.23 

64 

52 

Philip  Morris 

1.25 

4.08 

2.97 

42 

52 

US  Tobacco 

1.84 

3.60 

3.04 

61 

51 

"Fullv  diluted 


NM:  Not  meaningful. 

Source:  Ai!  numbers except  effective tax  rate  provided by  Peat,  Marwick,  Mitchell  &  Co 


businesses   and   are  based 
considerations  including  the  da 
share  owners  to  receive  a  cash 
their  investment." 

The  company's  assistant  cor 
W.  Warren  Brown,  expands:  "R 
based  on  the  faulty  premise  tha 
ation  is  a  charge  against  curren 
for  the  replacement  of  plants 
ation  is  simply  an  amortizatic 
historic  cost  of  the  plant." 

AT&T's  Brown  argues  that 
cost  accounting  not  only  misa 
effects  of  inflation  but  actual! 
inflation!  Listen  to  this:  "Ther 
eral  obligation  to  pay  dividend; 
of  the  way  American  business  h 
up.  A  company  can't  just  cu 
dividends,"  says  Brown.  "Thei 
cial  obligation  there  to  the  inve 
the  only  alternative  for  a  comp 
wants  to  eliminate  this  suppose 
to  increase  its  prices.  That  crea 
inflation  and  starts  the  cycle  ove 
don't  think  the  FASB  should 
policies  like  that." 

The  FASB's  response:  We  d< 
counting  systems  to  provide  infa 
the  shareholders  need.  We  do 
cate  any  particular  means  of  dea 
that  information  once  it's  been 

Interestingly  enough,  howev) 
panies  like  AT&T  aren't  entir 
tant  to  use  these  same  current-c 
bers  to  point  out  problems  tl 
cured.  "Almost  without  excepti 
have  called  attention  to  the 
their  effective  tax  rates  are  subs 
higher  than  their  nominal  tax  ra 
plains  Davidson.  That  is,  the 
ment  is  taxing  firms  based  on  b 
earnings,  which  ups  their  pa1 
enormously  when  figured  on 
cost  income. 

For  example,  last  year,  based! 
rent-cost  income,  General  Mc 
out  some  55%  of  its  earnings 
Sam,  Norfolk  &  Western  Railv 
almost  73%  and  National  Ste 
72%.  If  these  weren't  enough 
you   start  believing  the  Libe 
Exxon  turned  over  78%  of  its  eai 
the  boys  in  Washington. 

What's  a  company  to  do? 
taking  on  debt  may  be  the  onl 
hedge  against  inflation.  While  tfc 
ciation  charges  get  more  onerou 
company  pays  for  buildings  with 
dollars,  the  debt  payments  get 
the  bill — which  doesn't  grow  w 
tion — gets  smaller  and  smaller, 
nately,  current-cost  accounting 
take  that  into  account. 

That's  one  solid  argument  ag 
But  it's  a  pathetic  state  of  affai' 
going  into  debt  is  the  only  pract 
to  beat  inflation.  Debt  can  be  d4 
as  well  as  useful.  Look  at  what 
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Report  from  Number  One  Wall  Street 


High  technology  for  high  finance: 

one  of  the  ways  we  save  you  time  and  money. 

"The  most  advanced  cash  management  and  electronic  funds  movement 
technology  is  yours  in  the  early  80s  because  Irving  Trust  took  the  time  and 
care  to  build  it  better  in  the  70's,"  says  Greg  Gorup  of  Irving  Trust's  Product 
Management  Department. 

"For  example,  Irving  Trust  pioneered  in  developing  S.W.I. FT.,  the  most  effi- 
cient method  of  international  interbank  communications.  Today,  we  are  a 
leader  in  handling  outgoing  correspondent  bank  messages. 

"We  were  the  first  New  York  bank  to  establish  an  on-line,  computer-to- 
computer  link  with  the  Federal  Reserve:  our  Book  Entry  Securities  Transfer 
system  that  eliminates  paperwork  in  transferring  Federal  funds  and  govern- 
ment securities. 

"Ca^h-Register™  our  information  reporting  system,  is  one  of  the  industry's 
most  comprehensive  and  competitive  tools.  Customers  throughout  the 
world  use  it  for  balance  reporting,  deposit  concentration,  funds  transfer  and 
money  market  rates. 


iryj.  Gorup,  Vice  President 
ng  Trust 's  Product 
foment  Department. 


"Optimax$™  is  another  system  designed  to  automate  corporate  cash  man- 
agement. It  combines  long-range  planning  with  daily  cash  management." 

Let  Irving  Trust  put  its  automated  cash  management  systems  to  work  for 
you.  Write  to  Gregorv  J.  Gorup.  Irving  Trust  Company,  One  Wall  Street. 
New  York,  NY  10015.  Or  call  him  at  212/487-6300. 


Irving  Trust 

Unique.  Worldwide. 


er  FDIC 
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Penn  Central.  Lockheed.  W.' 
Chrysler. 

So,  inflation  accounting — cu 
accounting — bolsters  all  of  i 
ments  for  reducing  corporat< 
taxes  and  liberalizing  dejj 
schedules.  Corporate  man. 
ought  to  keep  this  in  mind  wi 
dispute  the  validity  of  curren 
counting  figures.  If  managemeri 
wholeheartedly  accept  the  fact  t 
tion  is  hurting  them  worse  thai 
adjusted  figures  show,  why  sh 
politicians  believe  it? 


236 


Start  'em  up 

Thousands  of  small  companit 
the  country  have  a  wall  in  th 
adorned  with  a  framed  dollar 
sumably  the  first  dollar  the  fj 
made.  Well,  the  IRS  considers  tt 
more  than  just  a  bit  of  sentirr 
cording  to  current  tax  law,  b| 
cannot  deduct  a  number  of  item] 
ness  expenses  until  they  havj 
that  first  dollar.  After  all,  the  lc 
you  can't  have  business  expen) 
you  do  business. 

Well,  with  a  little  luck,  t) 
change.  A  bill  sponsored  by  Q 
man  Barber  Conable  (R-N.Y.)  a| 
tor  William  Roth  |R-Del.) 
businesses  to  deduct  anythim 
they  start  taking  in  money  t 
used  to  be  able  to  deduct  afterwj 
bill  has  already  passed  the  Hous« 
excellent  chances  of  getting  thr 
Senate. 

Actually,  under  the  old  sysH 
nesses  could  amortize  certain  st 
penses  that  were  considered  "< 
tional  expenditures,"  like  lncoD 
fees,  and  certain  other  legal  and 
ing  expenses.  But  most  startup 
fortunately  didn't  fall  into  that  j 
fact,  according  to  Frank  O'Conri 
Main  Hurdman  &  Cranstoun 
accounting  firm,  "They  were  reU 
that  least  desirable  category  of 
tures;  those  that  must  be  capital 
that  cannot  be  amortized  beca 
have  no  determinable  useful  hi 
talking  about  things  like  traij 
penses,  advertising,  travel  and 
All  of  which  can  add  up  to  a  ti 
Under  the  new  legislation  they 
be  amortized. 

In  tact,  although  the  Treasury 
to  put  an  exact  figure  on  it,  they  t 
that  this  will  keep  some  $100  m 
the  pockets  of  fledgling  busii) 
next  year,  and  triple  that  amol 
years  out. 

It  makes  sense.  You  can't  gel 
tax-paying  business  going  if  yi 
afford  to  start  the  business  in 
place— Richcird  Greene 
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IT  TOOK 
BAD  TIMES 
TO  SHOW  YOU 
HOW  GOOD 

DINERS  CLUB 

REALLY  IS 


In  the  thirty  years  since  we  invented  the  charge  card,  we've  learned  that  economic 
jituations  are  temporary.  Members  aren't. 

So  despite  what  everyone  else  was  doing,  we  refused  to  restrict  them  with  any 
•re-set  spending  limits.  Or  burden  them  with  interest  charges.  Our  members  are  all 
sponsible  business  people  and  sophisticated  travelers  who  pay  their  bills  each  month. 

And  while  other  cards  couldn't  wait  to  add  charges,  we  continued  to  provide 
xclusive  benefits  at  no  charge: 

Two  cards  while  others  weren't  issuing  any.  Separate  billing  statements  for  each. 
Cardholders'  choice  of  billing  cycles.  No  charge  for  currency  conversion. 

That's  what  happens  when  you're  a  charge  card  that's  .  .pj^^^^J^AnoNAL 

|  >een  through  it  all.  &  %  \  m 

bu  don't  have  to  put  your  members  through  anything.  j§  ™  jB& 

Can  you  afford  Azof  to  be  a  member  of  the  club  .'      m  k  1     38 12  3HSbi8  ooiq 
or  an  application,  call  toll-free  1-800-525-7000.  Jk    <  *  '"ftuJm  cow,     ,  * 

III  Colorado,  call  303-770-7252.  38  J.?    *h      ^  7&  BC  9*l"""~ 

,,,„  -  tn/US 


«"  7*  BC 
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WE  MEAN  BUSINESS. 


Lockheed  knows  how. 


Posting  strong  new  guards. 

When  the  submarine  USS  Francis  Scott  Key  put  to 
sea  in  October,  1979,  the  new,  long-range  Trident 
missile  system  went  on  active  duty  — a  major  step 
upward  in  our  nuclear  deterrent  capability. 

The  development  signaled  a  triumph  of  team- 
work by  the  U.S.  Navy,  Lockheed,  and  other 
contractors.  In  praising  the  performance 
of  Lockheed  and  the  entire  program 
team,  the  Navy  confirmed  that  all 
goals  of  Trident's  range,  accuracy, 
and  reliability  were  met  or  exceed- 
ed, on  schedule,  and  that  missile  X 
production  unit-cost  was  less  than 
original  design-to-cost  figures. 

A  well-managed  bargain,  con- 
sidering theleap  in  strength  of 
the  Free  World's  defense  posture. 

Hitting  trouble  before  trouble  hits. 

Another  seagoing  system,  Lockheed's  Mk  86  weapon- 
control  system,  is  now  on  board  or  designated  for  seven 
classes  of  Navy  ships.  For  those  vessels,  it's  an  upper  hand 
in  combat. 

With  great  accuracy,  the  Mk  86  can  simultaneously  con- 
trol a  mix  of  weapons  including  guns  up  to  8"  and  surface- 
to-surface  and  surface-to-air  missiles. 

In  action,  the  advanced  system  can  track  numbers  of  in- 
coming attack  threats.  Then  it  automatically  computes 
trajectories  and  triggers  the  right  firepower  to  intercept  and 
destroy  the  hostile  targets  before  they  can  home  in. 


Watchdogs  over  the  waters. 

For  40  years,  Lockheed  planes  have  bedeviled  er 
submarines.  Lockheed  Hudsons,  Venturas,  and  Har 
helped  win  the  World  War  II  battles  of  the  oceans.  A 
came  the  Neptunes,  many  still  in  operation. 


The  S-3A  Viking  (top)  and  P-3C  Orion. 

The  versatile  P-3C  Orion  evolved  from  those  forel 
become  the  most  advanced  land-based  antisubmarii 
craft  in  the  world. 

Able  to  dash  at  high  speeds  or  loiter  on-station,  th 
ranging  Orion  carries  acoustic,  infrared,  and  electroi 
tection  systems  that  are  technological  masterpieces, 
weren't  enough,  the  Orion  fleet  is  a  cost-effective  sta 
America's  defense  allotments  — its  procurement  take 
than  1%  of  the  U.S.  Navy's  budget. 

Not  to  be  outdone  by  Orion,  Lockheed's  S-3A  Vik 
a  similar  job  operating  from  carriers,  and  since  1974 
proved  to  be  the  world's  most  advanced  sea-based  si| 
hunters. 


g  beyond  the  hills 


\ « » 


rees. 

I.S.  Army  will  have  sharp  new  eyes 
I  Lockheed-developed  Aquila  goes 
NA  breakthrough  in  target  acquisition 
Ithe  remotely  piloted  Aquila  carries 
in  and  laser  systems  to  pinpoint  and  desig- 
Irwise  unseeable  enemy  forces  and  weapons. 
I— 6'  long  with  13'  wingspan—  light,  and  quick  in  its 
ftrs,  Aquila  can  flit  over  enemy  terrain,  transmit 
iTV  pictures  to  a  control  station,  and  successfully 
lieavy  mix  of  enemy  ground  fire  that  manned 
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test  program  RPV  on  its  truck-mounted  launching  ramp. 

ould  not  survive.  (That's  been  proved  in  extensive 
jts.)  Then,  on  command,  Aquila  streaks  for  its  base, 
!a  retrieval  net,  and  is  ready  to  fly  again. 

>ird$  of  burden. 

id  the  world  today,  "Hercules"  usually  means  the 
ockheed  C-130  Hercules,  flown  by  the  U.S.  Air  Force, 
arines,  and  Coast  Guard.  Able  to  carry  even  large, 


fully-assembled  trucks  and  bulldozers,  Hercules  can  use 
short,  remote  airstrips  of  almost  any  surface— dirt,  gravel, 
sand,  or  even  snow.  It's  the  world's  most  versatile  airlifter. 


The  airlift  experts:  the  C-130  (front),  C-141,  and  giant  C- 


Then  there's  the  fanjet  Lockheed  C-141  StarLifter.  Now 
being  given  in-flight  refueling  capability  for  global  range, 
each  of  the  270  USAF  C-141s  is  also  having  its  cargo  hold 
"stretched"  by  one-third  to  add  the  equivalent  capacity 
of  90  mofe  StarLifters. 

And  finally,  there's  the  C-5  Galaxy,  world's  biggest  airlifter. 
Depending  on  load,  it  also  can  use  short,  unprepared  air- 
strips. But  it's  further  able  to  carry  immense  tonnages  of 
outsize  cargo,  like  two  main  battle  tanks  at  once.  No  other 
airlifter  approaches  that  capability. 

Those  are  just  some  of  the  many  ways  Lockheed  helps  keep 
America  strong  and  its  liberty  secure— liberty  being  granted 
only  to  those  who  stand  ready  to  guard  and  defend  it. 

When  it  comes  to  contributing  effectively  to  military  sup- 
port, Lockheed  knows  how. 

Lockheed 


You  don't  have  to 
sit  home  to  find  out 
who  won. 


Will  it  be  the  closest  Presidential  race 
in  history?  No  matter  where  you  are, 
don't  miss  any  of  the  drama  and 
excitement.  Tune  in  to  the  CBS  Radio 
Network. 

Correspondents  Reid  Collins 
and  Charles  Osgood  will  anchor  the 
evening's  coverage  with  George 
Herman  and  Neil  Strawser  analyzing 
the  results  and  determining  their 
significance.  Want  to  learn  who  else  is 
winning  and  losing?  Four  CBS  News 


regional  desks  will  spotlight  the  othei 
important  races  around  the  country. 

All  through  the  night  the  CBS 
News  team  will  be  monitoring  the 
returns  and  bringing  them  to  you.  At 
home,  on  the  road,  wherever  you'll  be 
take  Election  Night  with  you. 

Listen  to  your  CBS  Radio 
Affiliate. 

Election  Night  on  the 
CBS  Radio  Network 


Personal 
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Hiked  By  William  (  i  Flanagan 

fow  is  the  time . . . 

■Li  don't  have  to  be  in  a  lofty  m- 
Ipme  bracket  to  get  crucified  by 
Inflationary  tax-bracket  creep;  in 
Is  in  the  middle  salary  ranges  that 
Ijtes  are  much  more  likely  to  hit 
Jstead  of  fat.  And  if  you're  at  a 
Bicome  level,  you  may  have  devel- 
|-ategies  to  ease  the  burden  and 
iibly  have  assets  that  likewise  ap- 
U  as  inflation  gallops  along.  It's  the 
Eto-$40,000  income  earner  who 
■n  the  hardest  to  stay  even, 
lit  salary  range,  from  21%  to  38% 
lew  raise  you  get  goes  directly  to 
■points  out  Edward  Kelly,  a  Cleve- 
H  adviser.  That  does  not  include 
ftcal  and  Social  Security  taxes, 
Blso  go  up,  of  course.  That  means 
m  an  overall  raise  at  least  2.2%  to 
wbve  the  current  inflation  rate  just  to 

ped-up  on  the  treadmill 


stay  even.  If  you  are  now  earning  $38,000 
a  year,  and  inflation  next  year  averages 
14%,  you  need  a  raise  of  $8,930  just  to 
keep  from  losing  ground.  Can  you  picture 
your  boss'  reaction  when  you  ask  for  an 
increase  of  23%,  pointing  out  that  you 
still  don't  make  any  progress  even  if  he 
comes  through?  Or  if  your  salary  is 
$60,000,  that  you  need  $  1 2,600  to  keep  up 
with  a  10%  inflation  rate? 

Moral:  While  you  personally  can't  curb 
the  inflation  rate,  you  can  do  a  lot  about 
taxes.  It  is  when  you  are  in  the  middle- 
income  ranks  that  you've  got  to  buy  that 
house,  find  that  tax  shelter,  or  set  up  a 
business  on  the  side  against  which  you 
can  charge  expenses,  if  you're  going  to 
make  any  real  progress. 


Biw,  the  hard  facts  of  life  in  the  age  of  tax-bracket  creep.  It  shows  the 
Wry  increase  a  breadwinner  (with  a  spouse  and  two  dependents  at  home 
I  g  a  joint  return)  must  receive  this  year  just  to  stay  even  in  place  on  the 
jiition  treadmill.  If  he  accepts  less,  the  breadwinner  is  losing  ground. 


Increase 

Amount 

Increase 

to  keep  up 

that  goes 

needed  to  offset 

with 

to  federal 

Rate  of  tax 

inflation 

i;  t  salary 

inflation 

taxes 

on  raise 

and  taxes 

)0 

8C 

/o  $1,200 

$207 

17.2% 

$1,440 

10 

1,500 

261 

17.4 

1,815 

12 

1,800 

315 

17.5 

2,190 

14 

2,100 

375 

17.8 

2,565 

)0 

8 

1,600 

337 

21.1 

2,040 

10 

2,000 

433 

21.6 

2,560 

12 

2,400 

529 

22.0 

3,080 

14 

2,800 

625 

22.3 

3,620 

)0 

8 

2,000 

521 

26.0 

2,725 

10 

2,500 

661 

26.4 

3,400 

12 

3,000 

801 

26.7 

4,075 

14 

3,500 

941 

26.9 

4,800 

1  10 

8 

2,400 

741 

30.9 

3,480 

10 

3,000 

933 

31.1 

4,350 

12 

3,600 

1,125 

31.2 

5,250 

14 

4,200 

1,317 

31.3 

6,180 

)0 

8 

2,800 

976 

34.8 

4,340 

10 

3,500 

1,235 

35.3 

5,425 

12 

4,200 

1,494 

35.6 

6,580 

14 

4,900 

1,753 

35.8 

7,805 

to 

8 

3,040 

1,092 

35.9 

4,902 

10 

3,800 

1,416 

37.3 

6,270 

12 

4,560 

1,732 

38.0 

7,600 

14 

5,320 

2,059 

38.7 

8,930 

Source 

Personal  Tax  Counselor* 

,  Cleveland.  Ohio 
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How  to  see  pols  and 
influence  bureaucrats 

Like  it  or  not,  there  comes  a  time 
when  most  of  us  simply  have  to 
deal  with  Washington.  Maybe  a 
piece  of  legislation  or  a  government 
agency  action  endangers  your  business. 
Perhaps  you  want  to  testify  before  a 
committee  to  clarify  an  issue  pertaining 
to  your  industry.  Maybe  you  just  want  to 
chat  with  your  congressman  on  federal 
soil,  to  remind  him  of  a  few  things. 
Whatever  the  reason,  dealing  with  the 
complex  maze  that  is  the  District  of  Co- 
lumbia is  enough  to  test  the  mettle  of  the 
most  seasoned  executive. 

"The  secret  to  Capitol  Hill  is  that  it's 
like  a  cube  and  you  have  to  touch  all  the 
corners,  leaving  nothing  to  chance,"  says 
Jeffrey  Joseph,  a  veteran  lobbyist  for  the 
U.S.  Chamber  of  Commerce. 

This  means  as  soon  as  you  plan  on 
visiting  the  Capitol  to  see  a  congress- 
man, pick  up  the  phone,  call  the  local 
office  of  the  representative  or  senator, 
call  the  appointments  secretary  in  the 
D.C.  office  and  call  your  Washington 
trade  association.  That's  right — all  three. 
"Unless  you  are  a  high  roller  in  your 
home  district,  you're  going  to  need  as 
many  pressure  points  as  possible,"  says 
Joseph.  Just  as  important  as  the  congress- 
man himself  are  his  staff  aides.  "The 
best-informed  and  most  respected  lobby- 
ists on  Capitol  Hill  are  the  staffs  who 
write  the  legislation  and  advise  the  con- 
gressman how  to  vote,"  says  David  Brad- 
ley of  Washington  Researchers,  which 
offers  seminars  on  how  Washington 
works.  "Capturing  staff  interest  is  the 
major  hurdle  to  an  audience  with  the 
congressman." 

So  if  you  are  steered  to  an  aide  instead 
of  the  congressman,  don't  be  dishear- 
tened. Also,  don't  be  upset  if  you  have  to 
cool  your  heels  while  the  senator  dashes 
off  to  respond  to  a  roll-call  vote.  "I  always 
plan  my  Hill  meetings  with  a  lot  of  space 
around  the  appointments,"  says  John 
Bartels,  an  executive  at  Rexnord,  Inc.,  a 
Milwaukee-based  industrial  equipment 
company.  For  a  4  p.m.  meeting,  he 
shows  up  at  3:30  and  doesn't  plan  any- 
thing else  until  5. 

When  arranging  a  meeting,  promise 
brevity.  "A  15-minute  meeting  runs 
about  10  minutes  beyond  the  attention 
span  of  the  average  congressman,"  warns 
one  congressional  staff  director. 

Prepare  for  the  meeting  as  if  it's  a  tough 
sales  presentation — it  is.  Says  Bartels: 
"Understand  both  sides  of  the  issue  and  if 
there  are  five  sides,  know  all  five."  Also 
remember  to  mention  the  key  points 
your  opposition  is  likely  to  raise.  "Once  a 
congressman  is  humiliated  on  the  floor  of 
Congress  by  incorrect  or  inadequate  in- 
formation you  have  fed  him,  you  have  lost 
your  credibility  forever,"  says  Diemer 
True,  vice  president  of  Black  Hills  Truck- 

241 


Personal 
Affairs 


ing,  Inc.  in  Casper,  Wyo. 

Bring  a  one-page  summary  of  the  topic 
of  discussion  that  the  congressman  may 
review.  The  summary  should  also  identi- 
fy exactly  what  you  would  like  the  con- 
gressman to  do — introduce  a  law  or  vote 
against  a  pending  bill.  Leave  fact  sheets 
and  other  prepared  material  behind  with 
staff  aides. 

If  you  want  to  chat  with  a  congress- 
man who  isn't  from  your  district  but  has 
a  committee  assignment  that  directly  af- 
fects your  company,  ask  your  own  con- 
gressman to  intervene  first.  Congress- 
men respond  to  requests  from  colleagues. 

If  you  want  to  testify  at  a  congression- 
al hearing,  contact  the  committee  staff 
that  sets  up  the  witness  schedule  and  let 
them  know  you  have  a  burning  interest 
in  a  particular  issue.  Keep  in  close  con- 
tact with  your  trade  association,  as  it 
will  often  be  invited  to  participate  and  to 
suggest  interested  and  knowledgeable 
members.  A  good  trade  association 
newsletter  keeps  members  informed  of 
proposed  laws  and  hearing  schedules. 

Once  you  have  been  invited  to  testify, 
request  an  early  appearance.  Congress- 


men have  a  habit  of  ducking  out  once  the 
roll  call  has  been  taken  and  the  networks 
have  packed  up  their  klieg  lights. 

Of  course,  don't  read  from  your  pre- 
pared testimony  at  the  hearing,  but 
make  sure  copies  are  available  for  the 
press  and  congressional  staffs.  Summa- 
rize your  main  points,  using  visual  aids 
and  exhibits,  if  possible.  "Assume  con- 
gressional committees  are  like  juries  and 
you  have  to  catch  their  attention  while 
you're  there,"  says  David  Bradley. 
"Don't  count  on  a  congressman  reading 
anything  you  have  already  sent."  Provide 
a  summary  of  key  points  to  the  staff  so 
they  can  prepare  intelligent  questions  to 
ask  during  the  hearing. 

Once  you  get  back  home,  write  a 
thank-you  note  summing  up  your  impor- 
tant points  and  stress  again  what  action 
you'd  like  the  congressman  to  take. 

Reciprocate  the  hospitality  extended 
to  you  by  inviting  your  congressman  to 
visit  your  plant  and  talk  to  your  workers 
the  next  time  he's  home.  "Congressmen 
count  votes,  and  affording  them  this  op- 
portunity won't  be  forgotten,"  says  John 
Vickerman  of  the  American  Society  of 
Association  Executives. 

Keep  in  touch  with  the  staff  you  have 
met  by  corresponding  regularly.  Don't 
wait  until  you  have  a  problem  or  a  com- 
plaint. When  you  read  that  your  con- 
gressman has  taken  a  position  you  ap- 
prove of,  drop  him  a  line.  "Once  in  a 
while,  tell  your  elected  officials  you  like 


Tlje  Washington  Monument  at  ausle 
The  city?  "It's  like  a  cube  and  you  have  to  touch  all  the  corners. 


what  they  are  doing.  If  you  c 
have  a  chip  on  your  shoulder 
yourself,  your  company  and  yc 
try,"  says  Bartels. 

Dealing  with  bureaucrats  i 
agencies  is  trickier  than  deal 
members  of  Congress  but  can 
important.  "I've  spent  a  cori 
amount  of  time  with  EPA  stafj 
ing  the  pollution  problems  of  thi 
industry,"  says  Barbara  Rust,  as 
the  president  at  Atchison  Topel 
ta  Fe  Railway  Co.  in  Chicago.  ' 
with  agency  people  is  extreme! 
tant  for  eliciting  information." 

But  there  is  a  catch-22  when 
to  talking  to  bureaucrats.  The 
rule  discourages  a  corporatio 
sentative  from  meeting  private 
formally  with  anyone  on  a  r< 
commission  or  agency  about  m 
once  notice  has  been  given  in  thf 
Register  of  a  rulemaking  pr^ 
Government  policy  discoura 
member  of  the  commission  or  a| 
staffer  involved  in  the  rulemi 
even  chat  about  that  matter  ^ 
interested  party.  "A  commissioi 
be  careful  what  he  talks  about, 
stage  and  with  whom,"  says  Vj 
of  ASAE. 

The  ex  parte  rule  does  not  fori 
ing  for  a  general,  get-acquainte 
sion  between  business  and  gov 
officials.  "We've  had  lunch  wj 
Pertschuk  [chairman  of  the  FTC 
of  the  general  education  of  ou 
ers,"  says  Bartels.  But  it  would 
ten,  in  most  cases,  for  an  exe« 
General  Mills  to  request  a  meeti 
a  ruling  on  children's  advertisini 
ample,  while  the  matter  is  st 
consideration. 

It's  a  good  idea  to  talk  with  y 
legal  department  to  make  sure  y 
violating  any  ex  parte  rules.  "It's 
to  give  advice  on  whom  to  talk 
bureaucracy,"  says  Vickerman. 
business,  decisions  come  from 
torn  up,  not  the  top  down.  But 
always  ask  your  trade  associ 
Washington  counsel  for  the  righ 

The  popular  belief  that  wining 
ing  lawmakers  wins  their  votes 
conception.  "I'm  not  enamored 
as  a  lobbying  tool,"  says  Vicke 
ASAE.  "I  don't  take  congres 
lunch.  They're  damn  busy.  It 
easier  to  make  a  brief  presentati 
office."  But  you  can  certainly  in 
members  and  bureaucrats  to  lun 

"The  key  is  knowing  what  to 
says  Bartels.  "We  think  of  congi 
staff  offices  as  spacious  and  luxui 
they  are  not.  They  are  crowde 
with  no  place  to  sit,  no  priv 
phones  constantly  ringing."  If  y 
to  see  someone  in  a  quieter  envi 
before  or  after  hours,  Bartels 
mends  breakfast  or  cocktail  me 
the  Hyatt  Regency  of  Capitol 
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Ion)  because  of  its  good  food  and 
)ximity  to  congressional  offices, 
nention  of  campaign  contribu- 
iconsidered  tacky  but  the  contri- 
;  themselves  definitely  aren't, 
bkerman:  "Campaign  contribu- 
I  an  excellent  way  to  gain  access 
bmber  of  Congress.  But  people 
nk  they  can  buy  votes  probably 
in  the  tooth  fairy." 
>y  the  way,  illegal  for  a  congress- 
-eceive  money  while  standing  on 
property,  so  don't  whip  out  your 
■ok  in  the  hallowed  halls  of  Con- 
ait  until  you  get  home,  then  write 
o  the  campaign  treasurer,  enclose 
and  send  a  copy  of  the  letter  to  the 
sional  office.  It  may  never  be 
led,  but  a  staff  that's  on  its  toes 
lers  who  the  contributors  are. 
rou  can  personally  donate  only 


$1,000  per  election  to  each  candidate. 

A  good  way  to  find  out  about  bills 
affecting  your  industry  is  to  dial  the  main 
Capitol  switchboard  (202-224-3121)  and 
ask  for  the  Bill  Status  Office.  "The  people 
sitting  there  with  the  computer  data  can 
tell  you  if  legislation  has  been  introduced 
just  by  keying  certain  words  in  the  com- 
puter. It's  a  hundred  times  more  efficient 
than  the  typical  Washington  method  of 
paying  high-priced  lawyers  and  lobbyists 
to  sniff  around,"  says  Bradley  of  Washing- 
ton Researchers. 

One  new  way  to  seek  information — 
possibly  about  your  competitors — is  to 
file  a  Freedom  of  information  Act  re- 
quest. Every  executive  branch  agency 
has  an  FOIA  officer  to  write  for  existing 
documents.  The  agency  is  required  by 
law  to  respond  to  all  requests  within  ten 
days.  The  typical  response  is,  of  course, 


"We're  working  on  it."  It  could  then  take 
two  weeks  to  a  year  for  your  request  to 
be  answered.  The  FOIA  never  applies  to 
congressional  investigations  or  to  the  in- 
vestigating division  of  a  regulatory  agen- 
cy until  the  first  report  is  publicly  issued, 
so  you  shouldn't  expect  up-to-the-min- 
ute information. 

To  acquire  a  working  knowledge  of 
Washington  in  a  short  time,  consider  the 
Chamber  of  Commerce's  five-day  semi- 
nar for  $825  (call  202-659-6138  for  addi- 
tional information)  and  Washington  Re- 
searchers' one-day,  $200  seminar  (call 
202-833-2230).  A  cheaper  investment  is 
a  congressional  staff  directory  ($24)  pub- 
lished by  Congressional  Quarterly  (202- 
296-6800)  that  lists  everything  from 
committee  assignments  to  where  con- 
gressional staffers  were  born  and  went  to 
college.— Beth  Bmphy 


Hotels 


>wn  (near  the  White  House) 

15th  and  M  Sts.  NW,  directly 
rom  the  Washington  Post  (202- 
0).  Singles,  $92  to  $105;  doubles, 
$125.  The  coffee  shop  is  a  favor- 
put  oiPost  reporters. 
ams.  800  16th  St.  NW  (202-638- 
ingles,  $75  to  $114;  doubles, 
$134.  An  old  standby. 
n  Carlton.  16th  and  K  Sts.  NW 
1-2626).  Singles  $90  to  $105;  dou- 
02  to  $117.  Try  the  beautiful 
r. 

Hill  (near  Congress) 
egency  Washington  on  Capitol 
0  New  Jersey  Ave.  NW  (202-737- 
ingles,  $70  to  $110;  doubles  $90 
The  penthouse  restaurant,  Hu- 
ers  a  great  view  of  the  Capitol. 


Dupont  Circle 

Fairfax.  2100  Massachusetts  Ave.  NW 
(202-293-2100).  Singles,  $95  to  $115; 
doubles,  $110  to  $130.  Easily  the  city's 
most  elegant  hotel.  Its  Jockey  Club  is 
Washington's  "21,"  right  down  to  red 
tablecloths  and  corporate  and  political 
heavyweights. 

Tabard  Inn.  1739  N  St.  NW  (202-785- 
1277).  Singles,  $48  to  $75;  doubles,  $64 
to  $100.  A  cozy  European-style  inn  on  a 
tree-lined  street.  The  outdoor  garden  res- 
taurant has  outstanding  pasta  dishes. 

Georgetown 

Four  Seasons.  2800  Pennsylvania  Ave. 
NW  (202-324-0444).  Singles,  $86  to  $109; 
doubles,  $106  to  $129.  The  inside  garden 
terrace  bar,  with  plush  sofas  and  a  piano 
player,  is  a  nice  spot  for  cocktails. 


>V  of  the  Sheraton  Carlton,  a  couple  of  blocks  from  the  White  House 
about  $100  a  day  for  a  single  in  the  top  hotels. 


Georgetown's  trendy  boutiques 
Fun,  but  they'll  cost  you. 

Shopping 

Georgetown:  Centered  at  M  St.  and  Wis- 
consin Ave.  NW,  a  group  of  trendy  bou- 
tiques, book  and  record  stores,  restau- 
rants and  bars.  Don't  miss  Britches 
(men's  clothes),  Conran's  (modern 
household  items  and  furniture),  Laura 
Ashley  (Victorian  printed  fabrics  and 
women's  clothing),  SCAN  (Scandinavian 
furniture)  and  Booked  Up  (a  rare-book 
store  owned  by  novelist  Larry 
McMurtry).  Clyde's  is  the  ultimate 
Washington  singles  bar,  complete  with 
gays  and  Georgetown  preppies. 

Connecticut  Avenue  area:  Encompass- 
ing Connecticut  Ave.  NW  and  19th  St. 
NW,  between  Dupont  Circle  and  K  St. 
NW.  Filled  with  outdoor  cafes  and  shops 
including  Ralph  Lauren's  Polo,  Kramer 
Books  and  Afterwords  (bookstore  and 
cafe  combo),  T.H.  Mandy  for  discount 
designer  women's  sportswear,  and  the 
Connecticut  Connection  mini-mall. 

Mazza  Gallery:  Located  at  Wisconsin 
Ave.  and  Jenifer  St.  NW.  Neiman-Mar- 
cus,  and  Raleigh's  department  stores, 
Kron  chocolates  and  other  chic  shops. 
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Multiplicity  makes  for 
strength. 

Just  as  the  multiplicity  of  services 
offered  by  a  universal  bank  gives  it  its 
strength.  Be  it  export  financing  as  a 
supplier  or  buyer  credit  letter  of  credit 
confirmations,  syndication  of  major 
Euroloans  or  lead  managing  public  bond 
issues,  Deutsche  Bank  gives  even  the 
most  complicated  forms  of  international 
financing  the  strong  foundation  they 
need. 

Let  the  strength  of  universal  banking 
support  your  business. 
Come  to  Deutsche  Bank  or  call: 
New  York  (212)  940-8000 
Toronto  (416)865-0630 


Deutsche  Bank 


A  century  of  universal  banking 

Central  Office  Frankfurt  am  Mam/Dusseldorf  Branches:  Antwerp.  Asuncion.  Brussels. 
Buenos  Aires.  Hong  Kong.  London.  Madrid.  Milan.  New  York.  Paris.  Sao  Paulo.  Tokyo; 
Representative  Offices:  Beirut.  Bogota.  Cairo.  Caracas.  Istanbul,  Johannesburg.  Lagos. 
Mexico.  Moscow.  Nairobi.  Osaka.  Rio  de  Janeiro.  San  Jose.  Santiago.  Sydney.  Tehran. 
Tokyo.  Toronto,  Subsidiaries:  Hong  Kong.  London.  Luxembourg.  Singapore 


OIL  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


America  has  mere  energy  than 
Saudi  Arabia. 

In  fact,  American  oil  shale 
reserves  alone  probably  contain 
more  oil  than  the  entire  Middle 
East.  Unfortunately,  its  still  easier  to 
buy  from  foreign  suppliers  —  even 
at  todays  prices. 


But  as  foreign  oil  becomes 
increasingly  scarce  and  expensive, 
we're  going  to  have  to  replace  it 
with  new  kinds  of  energy. 

So  MAPCO  is  working  on  many 
different  kinds  of  energy 
technology  —  oil,  gas,  coal, 


¥  MAPCO 


uranium,  geothermal,  even 
fertilizers  for  farms. 

The  energy  business  of  the 
future  will  be  an  exciting  and 
rewarding  business,  as  long  as 
keep  using  our  most  importan 
resource... 

Imagination. 


BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 

MAPCO  INC  •  1800  S.  BALTIMORE  AVE  •  TULSA.  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 


Sights 

k  i  Memorial:  23rd  St.  off  Consti- 
f  re.  NW  at  the  Memorial  Bridge. 
I  open.  Better  at  night,  when 
Meet  from  the  marble-paneled 
jnto  the  19-foot  stone  Lincoln, 
loss  the  street  to  the  National 
m  of  Sciences  backyard  (2101 
sltion  Ave.  NW),  including  the 
■list  of  Albert  Einstein. 

mnithsonian:  On  the  Mall  be- 
lonstitution  Ave.  NW  and  Inde- 
m  Ave.  SW  between  4th  St.  and 
1  Fine  museums,  including  the 
I  Wing  of  the  National  Gallery 
fees  a  modern  art  collection  and 
l&)  Space  Museum,  with  moon 
lH  Lindbergh's  Spirit  of  St.  Louis. 
»ut  special  events  or  exhibits, 
■useum  at  202-357-2020. 

Theaters 

My  Center  for  the  Performing 

mxt  to  the  Watergate  complex, 
Wew  Hampshire  and  Virginia 
WJ  meet.  Information:  202-254- 
■tickets  for  its  four  theaters. 

ial  Theater:  1321  E  St.  NW,  202- 
a>.  Usually  features  popular  musi- 
ttdies.  For  experimental  dramas, 
\a  Stage.  6th  and  M  Sts.  SW.  For 
{.-formation:  202-488-3300. 

Dining 

hen  it  comes  to  eating,  Wash- 
ington is  not  New  York  or  San 
Francisco,  but  that  doesn't 
)u  can't  eat  well,  or,  at  least 
if  you  had.  But  remember,  for  a 
is  the  capital  of  the  Western 
closes  down  early.  Hotel  room 
lay  be  shut  off  at  midnight,  and 
.  place  where  you  can  stroll  out 
pastrami  sandwich.  But  then,  it 
1  town  and  at  the  next  table  you 
Walter  or  Barbara,  Jody  or  Tip. 
ipping  and  celebrity-watching 
ii  the  scene. 

.  Street  corridor  between  Con- 
Avenue  and  21st  St.  NW  is  dot- 
spots  where  two  can  lunch  for 
dine  for  $100  including  wine, 
the  better  places: 

D'Or,  1150  Connecticut  Ave. 
-296-7972.  Some  call  it  the  best 
l  town,  we  wouldn't.  Start  with 
or  duck  mousse  on  toast  points. 
I  veal  dishes,  such  as  veal  with 
d  white  wine  sauce,  are  good, 
bout  calories,  try  a  dessert  souf- 


Wine  bars  are  in 

Try  the  one  at  the  Carlton. 

fie' — chocolate  or  orange  (but  order  in  ad- 
vance with  the  entre'e).  Wines  run  from 
moderate  to  $350  a  bottle. 

Our  favorite  isle  Pavilion,  1820  K  St. 
NW  202-833-3846.  Romantic,  with  dark 
red  walls,  tables  far  apart  (good  for  priva- 
cy, but  hard  to  eavesdrop).  Start  with 
oysters  in  cream  sauce  or  a  molded 
chicken-liver  pate'  surrounded  by  tiny 
shrimp  in  a  light  sauce  or  the  snapper 
mousse.  Recommended:  lobster  medal- 
lions in  a  white  cream  sauce;  thinly 
sliced  lamb  rounds  with  tiny  white  on- 
ions; medallions  of  veal  in  a  cream  sauce. 
Each  offering  at  Le  Pavilion  looks  almost 
too  good  to  eat.  Save  room  for  the  white 
chocolate  mousse.  A  good  selection  of 
moderately  priced  ($25  to  $35)  wines. 

Dominique,  1900  Pennsylvania  Ave. 
NW  202-452-1126,  gets  publicity  for  ex- 
otic entre'es — rattlesnake  or  white  dove 
(conservationists  protest).  The  ordinary 
food — Washington  French — is  also  good. 

Tiberio,  1915  K  St.  NW  202-452-1915, 
for  northern  Italian  dishes,  fresh  pasta — 
try  the  spinach  and  cheese-filled  agnolot- 
tis  with  a  light  sauce — or  light  veal  and 
fish  dishes  such  as  lemony  fillet  of  sole 
with  crisp  almonds  or  scallops  in  a  light 
tomato  sauce.  You  can't  make  a  bad 
choice  with  the  pastry  tray. 

For  lunch,  lawyers  and  lobbyists  like 
the  meat-and-potatoes  Palm,  1225  19th 
St.  NW  202-293-9091.  Steak  is  good, 
prime  ribs  even  better,  the  fries  are  fam- 
ous; portions  obscenely  large.  Huge  lob- 
ster is  a  house  specialty  and  the  lobster 
bisque  is  great.  Good  cheesecake,  too. 

Like  its  New  York  counterpart,  it's 


usually  jammed,  so  if  you  can't  get  in,  try 
nearby  Joe  et>  Mo's,  1211  Connecticut 
Ave.  NW  202-659-1211.  Similar  fare. 

Overrated:  Sans  Souci,  near  the  White 
House,  726  17th  St.  NW  202-298-7424. 
As  even  the  cab  driver  noted:  "Nobody 
goes  there  anymore."  Why  should  they? 
On  a  recent  visit,  the  broccoli  soup  was 
thin  and  bland,  the  crab  meat  medicinal, 
the  lamb  unexciting.  Service  was  inat- 
tentive; the  waiter  never  even  got 
around  to  bringing  dessert.  At  those 
prices  there  are  better  choices. 

It's  somewhat  ironic,  but  Washington 
is  now  aswarm  with  Vietnamese  eater- 
ies. Best  known  is  Germaine's,  a  celebri- 
ty press  favorite  in  upper  Georgetown, 
2400  Wisconsin  Ave.  NW  202-965-1 185. 
The  menu  features  50  Asian  entre'es — 
Indonesian,  Indian,  Japanese,  Chinese, 
Korean  and  Vietnamese.  Germaine  her- 
self comes  to  your  table  to  greet  you  and 
help  you  choose.  A  good  start:  grilled 
shrimp  sate'  or  delicate  spring  rolls;  tiny 
egg  rolls  stuffed  with  fish  and  vegetables 
and  deep  fried;  cold  asparagus  with  spicy 
brown  sauce.  House  specialties  include 
glazed  chicken  with  a  caramel  sauce, 
thin  slices  of  lamb  with  crisp  vegetables 
and  Oriental  seafood.  The  extensive 
wine  list  is  moderately  priced. 

Near  Dupont  Circle,  try  Vincenzo  for 
Italian  seafood  in  a  stark  white  setting; 
and  Cantina  D'ltalia  (expensive  but 
worth  it).  Down  a  notch  or  two  in  price 
and  cachet:  around  Georgetown  there's 
Chez  Grand-Mere  and  Chaumiere 
(French);  on  Capitol  Hill,  try  the  Ameri- 
can Cafe  and  the  Man  in  the  Green  Hat 
good  salads  and  sandwiches) 


l  iberie  for  northern  Italian  food 

The  best  eating  is  around  K  Street. 

Assume  everything 

Anyone  owning  or  shopping  for  a  home 
has  heard  the  term  endlessly — assumable 
mortgage,  one  that  stays  even  when  the 
house  changes  hands.  A  mortgage  loan  at 
the  rates  of  yesteryear.  But,  in  fact,  how 
commonplace  are  such  mortgages?  How 
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Personal 
Affairs 

do  you  check  one  out?  Is  your  own  mort- 
gage assumable? 

First  off,  if  you  have  an  FHA  or  VA 
backed  loan,  you're  in  clover.  All  such 
loans  are  assumable  at  the  interest  rates 
at  which  they  were  issued.  Second,  if 
your  mortgage  was  issued  prior  to  the 
early  Seventies,  it,  too,  might  be  assuma- 
ble. If  you  are  in  doubt,  look  over  the 
papers.  If  the  contract  states  in  print  that 
the  mortgage  is  assumable  at  the  same 
rate,  or,  more  likely,  if  it  does  not  con- 
tain any  provision  that  it  cannot  be  as- 
sumed, that  mortgage  can  be  passed 
along  to  the  next  qualified  buyer  whether 
the  lender  likes  it  or  not. 

Starting  early  in  the  1970s,  however, 
lenders  began  inserting  "due  on  sale" 
clauses  into  mortgage  contracts  when- 
ever they  could,  to  protect  themselves 
against  credit  risks.  When  you  sell,  you 
have  to  settle  up  the  old  mortgage,  peri- 
od. That  seems  fair,  especially  with  the 
dramatic  rise  in  home  mortgage  interest 
rates.  Yet  there  are  scores  of  suits  in  over 
20  states  challenging  the  lenders'  author- 
ity to  enforce  such  clauses.  In  California 
and  New  Mexico  some  lenders  have  been 
specifically  barred  from  enforcing  such 
clauses,  and  have  had  to  allow  many 
mortgages  to  be  assumed  by  new  buyers, 
at  the  old  rates. 

Let's  say  your  mortgage  is  clearly  as- 
sumable, however.  The  benefit  to  the 
buyer  is  obvious.  He  gets  to  borrow  part 
of  the  money — the  remaining  balance  of 
your  mortgage — at  an  old  rate.  He  still 
must  come  up  with  the  cash  you  will 
have  paid  on  the  mortgage,  as  well  as  the 
appreciation  on  the  house.  That  could 
mean  a  second  morcgage  at  current  rates. 
But  the  new  buyer  is  still  way  ahead  of 
the  game. 

Lawrence  Watson,  attorney  for  the 
Florida  Association  of  Realtors,  gives  an 
example:  Suppose  you  sell  your  home  for 
$200,000.  You  paid  $100,000  for  it  a  de- 
cade ago,  with  $20,000  down,  taking  an 
$80,000,  7*4%  mortgage.  Over  the  years, 
your  payments  toward  principal  have 
come  to  $10,000,  leaving  a  mortgage  bal- 
ance of  $70,000. 

The  buyer  takes  over  the  mortgage, 
$70,000  at  7V4%,  and  all  the  bank  can  do 
is  charge  a  small  fee  for  the  transfer.  The 
buyer  still  has  to  come  up  with  another 
$130,000,  of  course,  which  represents 
your  $100,000  profit  and  $30,000  return 
of  capital. 

Sometimes,  the  bank  will  be  happy  to 
negotiate  an  entire  new  mortgage  for  the 
new  buyer  at  less  than  the  going  rate,  just 
to  get  the  old  mortgage  off  its  books.  So 


the  assumable  mortgage  can  have  real 
value  even  if  it  is  not  assumed. 

If  you  have  any  doubts  about  your 
mortgage,  or  if  you  are  negotiating  for  a 
home  with  what  the  seller  says  is  an 
assumable  mortgage,  call  in  your  lawyer 
and  have  him  check  it  out.  In  all  prob- 
ability you  will  need  a  lawyer  when  you 
close  on  the  house  anyway,  so  why  wait? 

Note:  In  all  too  many  cases,  buyers 
have  negotiated  deals  on  houses  with  the 
sellers'  assurance  that  an  existing  mort- 
gage is  assumable,  only  to  discover  later 
that  the  old  mortgage  cannot  be  taken 
over.  The  economic  consequences  of 
such  an  occurrence  can  be  numbing.  For 
one  thing,  a  selling  price  may  have  been 
agreed  upon — but  it  is  now  a  price  the 
prospective  buyer  can  no  longer  swing 
because  mortgage  payments  will  have 
suddenly  become  much  higher.  To  pre- 
clude this  you  or  your  lawyer  should  get  a 
copy  of  the  seller's  mortgage  from  the 
local  courthouse  or  records  hall.  All  mort- 
gages are  matters  of  public  record. 

For  buyer  and  seller  alike,  an  assum- 
able mortgage  is  a  big  selling  point.  "It's 
like  having  a  grove  of  oak  trees,  a  swim- 
ming pool  and  a  wet  bar  thrown  in,"  says 
one  real  estate  man.— Gerald  Odening 


"Worthless"  stock 

Ever  since  a  Dublin-born  eccentric 
named  Roland  (No  Telephone)  Smythe 
founded  it  a  century  ago,  R.M.  Smythe  & 
Co.  has  enjoyed  a  brisk  business  search- 
ing out  the  value  of  dusty  old  stock  and 
bond  certificates.  Most  of  the  forgotten 
issues  it  runs  down  turn  out  to  be  worth 
no  more  than  the  paper  they're  printed 
on,  of  course.  But  in  this  era  of  collect- 
ibles, that  paper  can  be  quite  valuable. 

Indeed,  a  growing  number  of  these 
"worthless"  old  certificates  are  selling  as 
collector's  items  now  for  far  more  than 
they  ever  traded  for  on  any  exchange. 

Old-certificate  collectors  now  range 
from  Wall  Street  types  who  want  to 
frame  the  remains  of  their  past  invest- 
ment follies  (Four  Seasons  Nursing 
Homes  is  a  favorite)  to  railroad  buffs  (a 
great  number  of  old  railroad  certificates 
are  still  around)  or  corporations  looking 
for  unusual  wall  decorations  (Westing- 
house  recently  sought  out  scores  of  cer- 
tificates issued  by  the  elevator  compa- 
nies they  bought). 

But  the  real  boom  has  come  from  seri- 
ous collector-investors  looking  for  spec- 
tacular appreciation  on  certificates  with 
unusual  esthetic  or  historical  value.  Espe- 
cially valued  are  signed  certificates.  (In 
the  old  days,  people  like  Jay  Gould, 
Thomas  Edison  and  John  D.  Rockefeller 
actually  affixed  their  signatures.)  For 
these  prizes,  the  appreciation  is  spectac- 
ular: A  Standard  Oil  stock  certificate 
signed  by  Rockefeller,  for  example,  sold 
for  $150  in  1979  but  $1,400  in  1980. 

At  an  auction  held  by  Smythe  last 


month  just  a  chip  shot  away  : 
New  York  Stock  Exchange,  al 
collectors  from  around  the  worl 
up  to  bid  on  hundreds  of  old 
sometimes  paying  $1,000  or  moi 
"There's  a  tremendous  am 
mystery  surrounding  these,"  a 
Herzog,  president  of  Smythe,  fin 
lavishly  engraved  bond  issued) 
1876  Centennial  Exhibition  in 
phia.  "No  one  knows  how  ma| 
are  out  there."  Despite  the  unci 
that  certificate  sold  for  $1,75(1 
Death  Valley  Rail  Road  bond  dal 
denominated  in  pounds  rather  l 
lars,  went  for  $850  after  furious 


John  and  Diana  Herzog  of  Sm  ythe 
The  Vanderbilt fetched  S3.00C 


that  began  at  $90.  The  highes 
all  was  for  a  1,000-share  c« 
of  the  New  York  &  Harlem 
Company,  dated  1863.  Not  onl 
registered  to  one  "C.  Vander 
was  signed  on  the  reverse  by  tl 
modore  himself.  It  went  for  $< 
new  record  for  American  cc 
certificates. 

Many  others  could  be  had  k 
less,  however,  even  some  with  h 
interest.  A  Connecticut  Cor 
Army  Certificate  dated  1780  an 
"for  appointment  of  commissar} 
purchases"  went  for  only  $55. 

Besides  running  auctions,  Snr 
sells  certificates  by  mail  and  pui 
collectors'  review,  Friends  of  f\ 
History,  which  comes  out  five 
year  and  lists  prices  on  about  L 
tificates  (most  under  $50);  and 
tional  Certificate  Dealers  Directory 
lists  about  90  dealers  in  the  t 
abroad. 
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Just  another  way  of  saying  versicherung. 


Insurance.  When  you  are  doing  business  in  another 
country,  language  is  only  the  first  barrier  to  getting  the  right 
coverage.  And,  when  you  are  faced  with  the  awesome  task 
of  doing  business  in  China,  there's  an  even  greater  need  for  an 
experienced  insurance  interpreter.  At  Chubb,  our  international 
insurance  expertise  has  given  us  the  skills  for  understanding 
the  unique  insurance  situations  and  customs  in  China. 

Write  to  our  International  Division  for  the  Chubb 
Insurance  in  China  handbook.  It  will  make  the  topic  a  bit 
more  scrutable  for  you. 

k: 

CHUBB 

Group  of  Insurance  Companies 

.  100  William  Street,  New  York,  N.Y.  10038 

Ghubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


Faces 

BehindThe  Figures 


Hdited  by  Jefferson  ( irigsby 


Deja  vu 


Crocker  National's  Place 
More  alliance  than  merger? 

The  helm  of  a  newly  acquired  com- 
pany— particularly  a  big  one — is  a  tough 
job,  but  it's  a  familiar  experience  for  John 
B.M.  Place,  54,  the  banker-industrialist 
who  becomes  chairman  and  CEO  of 
California's  Crocker  National  Bank  next 
January. 

When  Crocker,  the  nation's  12th-larg- 
est  bank,  becomes  57%-owned  by  Brit- 
ain's Midland  Bank  Ltd.  of  London  under  a 
proposed  merger  now  before  the  Federal 
Reserve  Board,  says  Place,  it  will  be  "more 
an  alliance  than  a  merger.  I  think  of  us  as  a 
Royal  Dutch/Shell  or  a  Unilever — two 
great  companies  working  together." 

Place,  an  elegant  Easterner  from  an 
old-line  New  York  banking  family  (his 
father  was  a  vice  president  of  the  old 
Chase  National  Bank),  reached  the  top  in 
two  careers.  Although  he  has  no  college 
degree  he  rose  from  a  summer  employee 
to  vice  chairman  at  Chase  in  25  years. 
Then,  in  1971,  he  became  chairman  of 
Anaconda  Co. — about  two  months  be- 
fore Chile's  Allende  regime  expropriated 
its  Chilean  copper  operations. 

Deciding  Anaconda  couldn't  ride  out 
the  blow  as  an  independent,  Place 
merged  it  with  Atlantic  Richfield  Co.  in 
1977  and  stayed  on  to  run  it  from  a 
minority  position.  One  year  later,  Crock- 


er Chairman  Thomas  R.  Wilcox  recruit- 
ed him  to  help  revitalize  the  California 
bank.  So  successful  were  they  that  for  a 
while,  Place  thought  his  task  would  be 
controlling  Crocker's  growth  (deposits 
'  up  25%  since  1978,  to  $13.4  billion).  But 
Midland  will  change  all  that.  "Now," 
says  Place,  "I  have  no  intention  of  slow- 
ing Crocker  down."— Michael  Kolbenscblag 

Free-enterprise  movement 

Back  in  the  early  Sixties,  when  activist 
Mario  Savio  was  organizing  "Free 
Speech"  sit-ins  at  Berkeley's  Sproul  Hall, 
Gifford  Fong  was  busy  cranking  out 
printouts  at  the  University  of  California 
Computer  Center  only  a  few  hundred 
yards  away.  As  of  last  year,  Savio  was 
still  a  student,  while  Gifford  Fong,  now 
35,  is  a  millionaire. 

Even  before  he  left  Berkeley,  Fong  had 
helped  develop  Wells  Fargo  Bank's  com- 
puterized portfolio  management  system. 
By  1974,  Fong,  the  grandson  of  Chinese 
immigrants,  was  ready  to  start  his  own 
business  at  the  ripe  old  age  of  29.  Today, 
Santa  Monica,  Calif.-based  Gifford  Fong 
Associates,  which  offers  computerized 
advice  to  help  money  managers  buy  and 
sell  bonds,  has  120  clients — including  the 
likes  of  Morgan  Guaranty  Trust,  Citi- 
bank and  Connecticut  General  Life  In- 
surance Co. — who  will  pay  Fong  $4  mil- 
lion this  year. 

Fong's  "Bondsens"  (bond  sensitivity 
analysis)  service,  the  most  elaborate  and 
successful  of  its  kind,  provides  computer 


models  for  up  to  ten  possible 
rate  scenarios.  Each  scenario  ca 
ate  within  minutes  reams  of  d 
showing  how  hundreds  of  gov| 
and  corporate  issues  would  react 
est-rate  changes. 

While  this  really  is  nothing  mi 
basic  statistics  applied  to  mon 
agement,  Fong  has  convinced  I 
chip  clients  that  his  so-called  ta1 
munization  program  will  protq 
portfolios  from  the  ravages  of 
interest  rates.  "There's  been  tcj 
gut  feel  to  the  management  of 
says  the  crew-cut,  athletic  Fong 
habitual  precision,  "and  that's 
vestors  have  lost  so  much  mon« 
can't  say  that  about  Gifford  F( 
client  list  has  tripled  in  the 
years,  and  he  recently  opened  c 
the  San  Francisco  Bay  area  and  : 
delphia .—Nick  Galluccio 

Counting  down 

"We're  in  the  communications  b 
not  the  satellite  business,"  sayi 
C.  Hall,  president  and  CEO  of  t 
Aetna  and  Comsat  General  jo: 
ture,  Satellite  Business  Systems 
the  most  ambitious  use  of  noni 
satellite  communications  so  far. 

If  all  goes  well,  the  first  SBS 
will  roar  into  orbit  atop  a  Delt 
this  month  (two  others  will  be  I 
in  1981  and  1982,  the  latter  b] 
shuttle);  but  when  the  rocket  \ 
Hall's  work  will  be  just  beginnin 


Fong  of  Gifford  Fong  Associates 
Where  are  you  now,  Mario? 
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Ingersoll-Rand  is  increasing  the 
gas  mileage  of  the  worlds  refineries. 


Our  power  recovery 
42  million  gallons 


systems  are  saving 
of  gasoline  a  year. 


Tucked  into  this 
naze  of  machinery  is  a 
niquely  engineered 
ystem  that  is  saving 
J.S.  refineries  many 
nillions  of  energy  dol- 
lars every  year. 

Ingersoll-Rand  power 
ecovery  turbines  cap- 


ture vast  amounts  of 
energy  that  previously 
went  up  the  stack  as 
waste  gas. 

This  recovered  hot 
gas  energy  is  used  to 
drive  the  main  air  com- 
pressor that  is  the  heart 
of  the  catalytic  cracking 


process.  It  also  can  be 
used  to  drive  an  electric 
generator. 

Ingersoll-Rand  ma- 
chinery systems  of  this 
type,  installed  and  on 
order,  will  save  the 
energy  equivalent  of  42 
million  gallons  of  gaso- 
line a  year. 

Two  out  of  every 
three  refineries  with 
power  recovery  systems 
have  chosen 
Ingersoll-Rand  for  their 
needs.  As  the  recog- 
nized leader,  we  are 
geared  up  for  strong 
demand  for  our  energy 
saving  equipment  in 
the  1980s  from  many 
other  new  and  existing 
refineries  in  this  grow- 
ing market. 

Ingersoll-Rand  is  a 
$2.5  billion  company 
that  manufactures  a 
wide  variety  of  ma- 
chinery to  meet  the 
world's  expanding 
energy  needs 

Whatever  the  applica- 
tion, our  manufacturing 
philosophy  is  the 
same.  We  build  our 
machines  better  than 
they  have  to  be. 


INGERSOLL-RAND 


For  our  annua!  report  or  specific  product  literature,  write  to  Ingersoll-Rand  Company,  Dept.  119,  Woodcliff  Lake,  N.J.  07675. 
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Hall  ofSBS 

Bigger  customers  are  better. 

For  Hall,  49,  a  former  NYSE  and  Con- 
trol Data  executive  who  took  over  at  SBS 
in  1979,  marketing  is  as  big  a  challenge 
as  electronics.  SBS  is  designed  to  provide 
voice,  facsimile,  data  and  TV  communi- 
cations among  the  offices  of  large  corpo- 
rations or  government  agencies.  It  will 
take  25  to  30  of  these  big  customers  to 
use  up  the  enormous  (480  million  bits  of 
data  per  second)  capacity  of  the  first  sat- 
ellite. Hall  so  far  has  ten,  two  of  them 
SBS  partners  Aetna  and  IBM  (the  others: 
Boeing  Computer  Services,  Insurance 
Systems  of  America,  the  Travelers  Cos., 
Westinghouse  and  four  "unidentified"). 
With  the  charge  for  a  basic  installation 
running  up  to  $100,000  a  month,  it  takes 
a  big  organization — and  a  lot  of  tele- 
phone calls — to  justify  it.  In  fact,  Hall 
figures  the  capacity  of  the  first  satellite 
won't  be  exhausted  until  mid- 1983,  and 
SBS  won't  be  in  the  black  until  it 
achieves  annual  revenues,  computed  un- 
der today's  tariffs,  of  about  $250  million 
in  1983  or  1984. 

"We  think  our  marketing  is  going  pret- 
ty well,"  Hall  insists.  "We  had  projected 
ten  customers  by  the  end  of  the  year  and 
we're  going  to  exceed  that  number.  We 
can  cost-justify  an  installation  on  voice 
applications  alone,  and  then  give  data 
transmissions  and  teleconferencing  at 
low  incremental  dollars."  His  figures  had 
better  be  right:  SBS'  capital  expenditures 
through  the  end  of  this  year  alone  will 
total  $375  million.— William  Baldwin 


No  bummers,  please 

It  isn't  easy  finding  good  venture-capital 
■prospects  in  the  energy  field  north  of  the 
Sunbelt,  says  Richard  C.  Burcaw:  "The 
best  deals  stay  private.  The  good  ones 
don't  get  beyond  Houston.  Only  the 
bummers  come  to  New  York." 

Since  Burcaw  heads  New  York-head- 
quartered EAB  Venture  Corp.,  the  new 
venture-capital  offshoot  of  European 
American  Bank,  and  since  he  specializes 
in  energy,  he  has  his  work  cut  out  for 
him.  But  the  European  American  senior 
vice  president  is  not  dismayed:  He  spent 
six  years  successfully  dealing  with  feisty 
Texans,  ultimately  building  an  energy  in- 
vestment business  that  so  blurred  the 
lines  between  conventional  lending  and 
venture  capital  that  EAB  Venture  Corp. 
was  the  result.  "Many  of  my  colleagues," 
says  Burcaw,  "think  of  me  as  an  uncon- 
ventional banker."  Burcaw's  profit  goals 
are  ambitious.  "The  bank  is  targeting  a 
20%  return  on  capital  over  five  years," 
he  says.  "My  personal  goal  is  30%  to 
35%" — compared  to  standard  banking 
returns  of  10%  to  15%. 

Formed  last  April  with  $5  million  in 
startup  capital,  EAB  has  looked  at  40 


Burcaw  of  EAB  Venture  Corp 
North  of  Houston,  it  gets  to  ugh  A 


RKO  General's  Burchill 

Amid  the  flak,  a  little  good  news. 


It  may  take  some  time,  but  when  the 
FCC  finishes  with  RKO  General,  the 
broadcasting  subsidiary  of  $2.3  billion 
(sales)  General  Tire  (Forbes,  Sept.  15), 
about  the  only  thing  left  may  be  its  tiny 
RKO  Radio  Network — "a  little  bit  of 
good  news  amid  all  the  flak,"  says  its  37- 
year-old  vice  president  and  general  man- 
ager, Thomas  F.  Burchill. 

Tiny,  maybe,  but  promising:  Starting 
on  an  investment  of  under  $10  million 


with  12  RKO-owned  stations  as  a 
ate  base,  RKO  Radio  has  picked  u 
than  150  new  affiliates  nationv 
less  than  a  year.  The  network  we 
the  black  after  ten  months  of  opt 
and  Burchill  expects  over  $10  mil 
revenues  next  year  and  40%  e 
growth  over  the  next  six  years. 

Why  the  radio  boom?  "Comp 
has  become  so  extreme  that 
managers  now  want  every  kind 
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R  LOT  MO 

UGAR  SWEETENS 
OUR  PROFITS 


1R  CONTRIBUTION 
ININGS  1970-1979 

linally  reported. 


IS28  9 


19 


I  $13  5 


IS46  9 
■■$522 
■■$52  9 


■■■■■■$30  6 

)6) 

i2  I 

12) 

11) 

(All  dollars  reported  in  millions) 

ontribution  from  Sugar  Only 
ontribulion  trom  Non-sugar  Operations 


Sure,  we're  America's 
largest  cane  sugar  producer.  But 
that's  simply  the  frosting  on  our  corporate 
cake,  in  fact,  in  1979  we  achieved  record  net  income 
without  any  contribution  from  sugar.  We  are  a  diversified, 
energetic  "Forbes  500"  company  with  interests  in  agricul- 
ture, distribution,  food  processing,  hotels  and  resorts,  retail, 
and  property  management,  too. 

We're  a  growing  concern,  concerned  about  growing. 
But  we  don't  wait  for  the  rain.  We  have  protected  our 
future  from  the  fluctuations  of  sugar  income  while  growing 
to  record  heights  on  the  overall  sales  charts. 

For  more  information  and  our  annual  report,  write 
Grafton  Jhung,  Amfac,  Inc.,  Western  Regional  Office, 
P.O.  Box  7813,  San  ffb 
Francisco,  CA  94120. 

Bringing  you  life's  little  things, 
in  a  big  way. 
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vice  they  can  get,"  says  Burchill.  "Every- 
one's addressing  the  same  audience,  and 
they  look  to  networks  to  give  them 
something  besides  records,  something  a 
little  different."  RKO's  startup  has  been 
eased,  too,  by  new  satellite  technology 
rather  than  the  more  expensive  and 
noisy  telephone  wires. 

RKO  Radio  feeds  three-minute  news- 
casts (and  a  one-minute  commercial) 
twice  an  hour,  along  with  90-second 
"Lifesound"  features  on  the  family,  sex, 
money  and  phenomena  like  parapsychol- 
ogy and  UFOs.  There  are  also  longer 
musical  programs  and  interviews  with 
pop  musicians.  Burchill  considers  the 
bulk  of  his  audience  "the  Woodstock 
generation,  ten  years  later."  Surprisingly, 
the  most  popular  feature  with  his  post- 
Woodstockians  is  the  network's  daily 
"Soap  Opera  Update."  Says  Burchill: 
"Before  you  know  it  we'll  be  back  to  live 
bands  in  the  studio."— Thotnas  Baker 

Come  home,  Ed  Asner 

When  it  comes  to  labor  militancy,  no- 
body has  ever  put  the  Screen  Actors 
Guild  in  the  same  league  as  the  Team- 
sters union.  But  in  this  year's  ten-week 
strike,  says  SAG  President  William 
Schallert,  58,  the  actors'  union  grew  up. 
Says  he:  "We  shut  down  the  motion  pic- 
ture and  television  industry." 

What  did  the  actors  get  for  sticking  it 
out?  A  new  contract  provision  giving 
them  4.5%  of  distributors'  grosses  on 
product  made  primarily  for  pay-TV  after 
the  first  ten  days  of  exhibition  within 
one  year;  and  on  cassettes  and  videodiscs 
after  the  first  100,000  sold.  SAG  had 
begun  the  strike  in  July  demanding  6% 
plus  pension  and  welfare  benefits;  the 
producers  initially  offered  3.6%  includ- 
ing pension  and  welfare  for  some  product 
and  2%  for  other — and  no  extra  benefits. 
Says  Schallert  with  a  smile:  "A  fair 
agreement  is  one  in  which  each  party  is 
equally  dissatisfied." 

SAG  intends  to  go  back  for  more,  he 
says,  when  the  contract  expires  in  1983. 
"When  you  start  with  a  brand-new  field 
like  this,  your  contracts  are  always  less 
satisfying,"  he  says.  "You  fix  them  in 
succeeding  negotiations."  But  fixing 
things  may  not  be  that  easy,  so  Schallert 
mentions  a  possible  merger  with  the 
American  Federation  of  Television  & 
Radio  Artists  (AFTRA!  to  "give  us  a  great 
deal  more  clout.  Always  before,  we  tend- 
ed to  think  of  ourselves  as  apart  from  the 
rest  of  the  union  move  ill  nt." 


Schallert  is  a  veteran  character  actor 
who  played  fathers  of  teen-aged  girls  in 
such  TV  series  as  The  Patty  Duke  Show  and 
Nancy  Drew.  He  took  over  as  SAG  presi- 
dent in  1979,  so  the  long  strike  was  his 


baptism  of  fire.  Why  was  it 
Because  the  fast-growing  field  c 
tive  TV  is  so  new,  he  says:  "B 
were  negotiating  out  of  fear — f 
unknown."— Ellen  Pans 


SAG  Preside}  it  Schallert 

When  you're  negotiating  out  of  fear  it  takes  a  little  longer. 


By  the  sandalstraps 


When  will  China  become  a  major  market 
for  U.S.  goods?  Not  soon,  says  a  top  U.S. 
businessman.  "The  Chinese  are  trying  to 
make  a  big  transition,  but  it's  kind  of  a 
bootstrap  operation,"  says  Sperry  Corp. 
President  Gerald  G.  Probst,  57,  who  vis- 
ited the  People's  Republic  last  year  to 
negotiate  an  agreement  to  provide  com- 
puter and  data  services.  "For  example, 


Sperry's  Probst 

A  nice  time  to  take  over. 


they're  building  what  they  call! 
highway  for  tourists  to  one  of  th 
and  they  literally  have  donkey  c; 
ing  half-ton  loads  of  gravel  ffl 
which  they  load  with  picks  and : 
All  in  all,  says  Probst,  "we  < 
China  becoming  a  significant  ps 
business  at  this  stage;  and  it 
worth  only  $10  million  or  $20  rr 
us  a  decade  from  now." 

Sperry  hardly  needs  China.  A 
president  and  chief  operating  of 
month  (and  likely  successor  toi 
63-year-old  chairman  and  CEO 
Lyet),  Probst  is  running  a  comp 
is  already  booming.  Last  year 
net  income  increased  23.6%  on 
increase  in  revenues,  to  $4.8  bil 
this  year  income  will  probab 
another  13%  while  revenues  to 
lion.  The  company  has  almost  t 
size  during  the  Seventies  and 
have  advanced,  through  the  Se 
quarter,  for  a  spectacular  34 
quarters—  Jeff  Blyskal 

A  jolt  from  the  pas 

High  Voltage  Engineering  Corp 
lington,  Mass.  was  one  of  the  grt 
flyers  of  the  late  Sixties,  whei 
marketing  cofounder  Robert  J. 
Graaff's  atomic-particle  accele 
until  its  stock  crashed  disastrou 
massive  cuts  in  federal  funding  o 
sity  physics  departments  destrc 
tually  its  only  market. 

Now  High  Voltage  is  back — i 
under  Pascal  Levesque,  an  ebull 
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:rench  Canadian,  who  took  it 
>70  and  leveraged  its  "last  dol- 
:gin  a  series  of  acquisitions  in 
istruments,  electrical  compo- 
insulation.  By  1979  sales  were 
million  (from  $18  million  in 
irating  earnings  to  $9  million, 
:que  was  ready  to  take  aim  at 
ing  new  market  application  of 
any's  accelerator  technology: 


hfHigh  Voltage 
>n  sewage. 


reatment. 

I  ue's  system  bombards  sewage 
is;h-voltage  electron  beams,  de- 
iroxins  and  pathogenic  organisms 
I  ly  stripping  away  electrons — and 
j  on  of  the  cost,  he  says,  of  conven- 
);atment.  In  1981  High  Voltage 
l  all  its  first  commercial  sludge 
t  plant  in  Miami,  and  Levesque 
predicts  he  will  be  selling  50  sys- 
i  :ar,  now  at  $1  million  apiece,  by 
tys  he:  "Every  city  in  America 
• '  one . ' ' — Neu  -comb  Stillu  <ell 

strive  to  break  even" 

valry:  Moments  after  John  Ken- 
s  assassinated  in  Dallas  nearly 
ago,  United  Press  Internation- 
liman  Smith  and  the  Associated 
:k  Bell,  riding  four  cars  behind 
liden'c,  were  grappling  over  the 
I's  single  radiophone.  At  stake, 


Fuller  of  Associated  Press 


A  friendly  banker  helps. 

the  biggest  news  story  of  the  decade. 
Smith  won  the  struggle,  and  ultimately 
the  Pulitzer  Prize,  by  shoving  the  phone 
between  his  legs  and  diving  under  the 
dashboard. 

The  financial  competition  between 
the  two  news  services  is  something  else 
again,  though.  Last  month,  with  esti- 
mated losses  of  $8  million  this  year,  E.W. 


Scripps'  UPI  announced  it  was  up  for 
sale.  But  surprisingly,  AP  is  having  its 
own  fiscal  problems.  "There  is  no  money 
in  being  a  news  wholesaler,"  says  Keith 
Fuller,  57,  the  AP  CEO  who  joined  the 
service  31  years  ago  as  a  reporter. 
"That's  not  even  our  goal.  We  strive  to 
break  even."  Last  year  AP  had  a  $1.8 
million  deficit  and  hasn't  shown  the 
equivalent  of  a  profit  since  1977. 

So  why  is  UPI  sweating  while  at  AP 
it's  business  as  usual?  Simple:  AP  is  a 
nonprofit  cooperative,  so  whatever  the 
cost  of  covering  the  news,  its  6,950- 
member  newspapers  and  broadcasters 
pay  most  of  the  tab.  Otherwise,  AP 
would  face  problems  that  would  make 
any  businessman  blanch.  Says  Fuller: 
"We  have  virtually  no  working  capital 
and  desperately  need  to  upgrade  equip- 
ment, but  there's  no  way  to  accumulate 
capital." 

Currently  AP  is  assembling  a  $12.5 
million  satellite  communications  sys- 
tem. Where  will  the  money  come  from? 
Ultimately,  of  course,  from  the  coop 
members,  but  also  with  the  help  of  AP's 
"understanding  banker,"  Morgan  Guar- 
anty Trust.  AP's  80-year  relationship 
with  Morgan,  says  Fuller,  "is  how  we 
survive.  No  other  banker  who  looked  at 
our  balance  sheet  and  was  unfamiliar 
with  our  operations  would  lend  us  a 
dime."— leffBfyskal 


Schlumberger  bows  out 


It's  never  been  a  secret  that  Schlumberger 
Ltd.  Chairman  Jean  Riboud  was  inter- 
ested in  acquiring  a  North  American  con- 
tract driller.  So  why  did  he  decide  to  sell 
out  his  26V2%  interest  in  Houston's  $250 
million  (estimated  1980  sales)  Rowan 
Cos.  last  month?  After  all,  Rowan  fit  the 


bill  almost  exactly;  and  in  fact,  Riboud 
had  been  increasing  his  holdings  in  the 
company  for  two  years. 

Schlumberger  won't  say,  but  it's  not 
too  hard  to  figure  out:  In  1978,  when 
Rowan  Chairman  C.R.  (Bob)  Palmer  fran- 
tically flew  to  Paris  to  persuade  Schlum- 


Palmer  of  Rowan  Cos. 

Ready  to  walk  away  if  he  had  to;  but  he  probably  wont  have  to. 
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berger  to  buy  a  white-knight's  18%  inter- 
est to  beat  back  an  unfriendly  takeover 
attempt  by  Chicago  Bridge  &  Iron  Co., 
Riboud  could  have  bought  the  whole  com- 
pany for  about  $300  million.  Now,  Row- 
an's market  value  is  around  SI  billion, 
thanks  to  the  boom  in  offshore  drilling. 
So  Riboud  could  pick  up  another  off- 
shore driller  a  lot  cheaper — and  of  course 
his  initial  Rowan  investment  of  about 
$70  million  is  now  worth  somewhere  in 


the    neighborhood    of    $220  million. 

As  for  Bob  Palmer,  he  took  the  news  a 
lot  more  calmly  than  he  would  have  a 
couple  of  years  ago.  Schlumberger  called 
him  on  the  telephone  a  few  weekends 
back,  he  says,  "and  informed  me  they 
were  going  to  unload  the  "stock."  It  may 
have  been  a  surprise,  but  Palmer  makes 
it  clear  it  was  hardly  a  shock.  With  his 
stock  price  more  than  triple  what  it  was 
in  1978 — and  with  some  20%  of  Rowan 
closely  held  even  without  Schlum- 
berger— Palmer  isn't  losing  any  sleep.  It's 
a  good  bet  that  he'd  walk  away  from  the 
company  if  it  is  ever  taken  over,  but  that 
doesn't  seem  imminent.  A  tough  former 
roughneck  who  built  Rowan  from  $22 
million  in  sales  in  eight  years,  Palmer 
seems  to  have  the  best  of  both  worlds. 
Says  he:  "Life  goes  on."— Toni Mack 


Wait  'til  next  year 

For  years  Mexico  tried  to  create  home- 
grown substitutes  for  imports.  But  oil 
changed  all  that;  now  imports  are  grow- 
ing at  50%  a  year  while  oil  revenues — 
about  $10  billion  and  rising — are  planned 
to  go  toward  building  up  the  petrochemi- 
cal industry  and  industrializing  the  hin- 
terlands, far  away  from  overcrowded 
Mexico  City. 

Trouble  is,  admits  Mexican  Finance 
Minister  David  Ibarra,  the  oil  money 
doesn't  solve  problems  that  fast.  Infla- 
tion is  running  about  25%,  Ibarra  said, 
the  railroads  are  in  poor  shape  and  pro- 


duction  of   cereal   grains   is  falling. 

But  the  mixed  blessings  of  prosperity 
are  clearly  better  than  the  alternative  in  a 
developing  country  like  Mexico.  Now, 
with  its  8%  real  growth,  the  country  is 
able  to  keep  up  with  the  3.8%  annual 
growth  in  the  labor  pool  caused  by  its 
runaway  population  increase.  Eventually, 
Ibarra  contends,  "we  will  solve  the  un- 
employment problem."  He  says  he's 
counting  heavily  on  healthy  new  indus- 
tries springing  up  on  both  the  U.S.  and 
Mexican  sides  of  the  Texas  border, 
which  Ibarra  predicts  will  become  "one 
of  the  most  dynamic  regions  in  the 
world.  "—fern'  Flint 


4h 
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Mexico  's  Ibatra 

Consider  tl±e  alternative. 


Who  is  Stanley  Mann? 

For  openers,  he  is  the  buyer  (for  $5  mil- 
lion) of  half  of  Texas'  troubled  Hunt 
brothers'  interest  in  Wall  Street's  Bache 
Group — an  interest  that  caused  both  the 
Hunts  and  Bache  some  headaches  last 
spring  when  silver  collapsed.  He  is  59. 
He  holds  a  B.S.  degree  from  Wharton 
(1941).  He's  chairman  and  CEO  of  Dia- 


mond Industries,  Inc.,  a  private,  family- 
owned  business  he  took  over  when  his 
father  died  in  1965. 

After  that,  it's  rough  going  for  the  in- 
quiring reporter.  When  Forbes  observed 
that  "not  much  is  known  about  you," 
Mann  replied:  "We'd  rather  keep  it  that 
way."  But  over  a  breakfast  of  scrambled 


I  in  estor  Mann 

"I  dont  think  it's  going  to  rat 


eggs  and  coffee  at  New  York's 
tel,  the  enigmatic  Mann  did  drc 
the  veils. 

Diamond  is  based  in  Wi 
Del.,  Mann  said.  "We've  got  in\ 
and  ten  operating  subsidiaries  « 
heating  oil  in  the  Delaware  Va 
ing  petroleum  products  whol 
operating  two  barge  terminals 
treasurer,  director  and  execut 
mittee  member  of  Oxford  Firs 
financial  services  company  trac 
Amex.  Oh,  yes,  I'm  chairma 
Delaware  Valley  Foreign  Tra> 
which  covers  80  acres." 

Sales?  Profits?  Assets?  "I'd  t 
say."  The  Bache  shares?  "A 
ment."  Were  the  rest  of  the  Hu 
holdings  in  Bache  up  for  sale: 
think  it's  going  to  rain  tomorr 
Stanley  Mann. 

The  Bache  deal  was  set  up 
International,  run  by  Mann's  f 
drew  Racz.  Mann  helped  bank 
recently  in  buying  15%  of  Wa 
smallish  ($60  million)  Bull  &  Be 
fund.  But,  of  course,  the  intrigc 
tion  is:  How  did  Mann  just  happ 
out  to  be  the  one  who  did  th 
coincidentally  ornot,  afavor?  (B> 
their  Bache  holdings  below  5 %,  t 
freed  themselves  from  tiresom 
porting  requirements.)  Says 
Mann:  "The  impetus  came  fron 
I've  done  business  with  him 
profitable  business."— Maurice Ba 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates. 


NEW  ISSUES  October  16.  1980 

$350,000,000 

Hydro-  Quebec 

!  $200,000,000 

12/2%  Debentures,  Series  EC,  Due  1987 
I  Price  100%  '  J: 

plus  accrued  interest  from  October  1  5,  ll)X() 


$150,000,000 
13!4%  Debentures,  Series  EC,  Due  2010 
Price  99.50% 

plus  accrued  interest  from  October  15,  1980 


Payable  in  United  States  Dollars. 
Guaranteed  unconditionally  as  to  principal,  premium,  if  any,  and  interest  by 

Province  de  Quebec 

(Canada) 


Copies  of  the  Prospectus  Supplement  and  the  Prospectus  may  be  obtained  from 
any  of  the  several  underwriters,  including  the  undersigned,  only  in  States  in 
which  such  underivriters  are  qualified  to  act  as  dealers  in  securities  and  in  which 
the  Prospectus  Supplement  and  the  Prospectus  may  legally  be  distributed. 

The  First  Boston  Corporation  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner&  Smith  Incorporated 

Kidder,  Peabody  &  Co.  A.  E.  Ames  &  Co. 

Incorporated  Incorporated 

Morgan  Stanley  &  Co.  Bache  Halsey  Stuart  Shields  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated  Incorporated 

Goldman,  Sachs  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bear,  Stearns  &  Co.  Burns  Fry  and  Timmins  Inc.  Dillon,  Read  &  Co.  Inc.  Dominion  Securities  Inc. 

Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  Lambert      Greenshields  &  Co  Inc      E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 

Lazard  Freres  &  Co.  McLeod  Young  Weir  Incorporated  Nesbitt  Thomson  Securities,  Inc. 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Wood  Gundy 

A.G.Becker  Incorporated 


The  Innovators. 

How  one  exchange  created  the  entire  financial 
futures  industry  and  continues  to  lead  it. 


On  the  International  Monetary 
Market  we  don't  just  exchange 
futures  contracts,  we  ex- 
change ideas.  Our  first  idea 
was  to  create  an  exchange  to 
trade  exclusively  in  financial 
instruments,  a  totally  new 
concept  for  futures  trading  at 
the  time.  This  idea  came  a 
long  time  before  the  first  trade 
was  executed.  There  followed 
several  years  of  intensive 
research,  feasibility  studies, 
consultation  with  industry 
leaders  and  other  prepara- 
tions. The  effort  paid  off. 

On  May  16, 1972,  the  IMM 
was  founded  with  as  much 
fanfare  as  we  could  generate. 
It  was  a  revolutionary  concept 
and  very  few  outsiders  were 
sure  it  would  work.  We  were 
sure.  We  believed  as  Victor 
Hugo  said  "nothing  on  earth 
is  so  powerful  as  an  idea 
whose  time  has  come." 


The  events  of  the  past  eight 
years  have  more  than  sub- 
stantiated that  statement. 
Trading  volume  in  the  first 
twelve  months  of  operation 
was  a  respectable  255,163 
contracts.  In  1979  volume 
exceeded  7,730,000  contracts. 

Today  the  IMM  continues  to 
trade  financial  futures  con- 
tracts exclusively  and  offers 
more  of  them,  covering  a 
wide  spectrum  of  the  financial 
world.  It  is  the  only  exchange 
to  service  the  full  range  of 
financial  instruments — for- 
eign exchange,  interest  rates 
and  gold. 

We  do  not  have  to  generate 
fanfare  anymore.  The  finan- 
cial institutions,  businesses 
and  individuals  who  use  the 
IMM  do  it  for  us.  We  are  dis- 
cussed and  repor- 
ted upon  in 


the  media  daily.  The  IMM  has 
become  the  pre-eminent 
financial  futures  exchange. 

We  are  not  through  innovat- 
ing. We  presently  offer  con- 
tracts in  eight  major  foreign 
currencies,  90-day  Treasury 
Bills,  1 -year  Treasury  Bills, 
4-year  Treasury  Notes  and 
gold.  But  that  may  be  just  the 
tip  of  the  iceberg.  Contracts 
already  planned  include  Euro 
dollar  Time  Deposits,  Domest 
CD's  and  the  Standard  & 
Poor's  500  Stock  Index. 

So  if  you  want  to  see  what  the 
future  holds,  keep  an  eye  on 
the  IMM — the  innovators. 

For  more  information,  call 
one  of  the  following  numbers: 
Chicago  312-930-3048, 
Mew  York  212-363-7000, 
London  01-920-0722.  Also, 
in  the  continental  U.S.  you 
may  call  800-228-2027. 


INTERNATIONAL  MONETARY  MARKET 

Division  of  Chicago  Mercantile  Exchange' 


Offices  in  New  York  and  London. 


No  letup  for  borrowers 

Most  commentators  have  missed  the  real  significance  of  the  current 
runup  in  interest  rates.  The  Fed  is  not  just  following  a  cyclical  anti-inflation 
policy.  Interest  rates  have  finally  topped  the  inflation  rate.  Fed  Chairman 
Paul  Volcker  is  determined  to  keep  them  there.  No  longer  will  the  nation's 
savers  subsidize  the  nation's  borrowers  and  thus,  unwittingly,  feed  infla- 
tionary expectations. 

Interest  rates  will  not  go  down  until  the  inflation  rate  goes  down.  Even  then, 
interest  rates  will  remain  above  the  inflation  rate  for  a  long  time.  So,  don't 
be  fooled  by  the  September  rebound  in  housing  or  by  the  third-quarter 
pickup  of  1%  in  the  Gross  National  Product.  The  Federal  Reserve  System 
has  no  alternative  to  heavy-handed  use  of  its  only  weapon — tight  credit, 
which  brings  high  interest  rates.  So,  housing,  which  needs  huge  amounts  of 
reasonably  priced  capital,  gets  it  in  the  neck  and  so  do  autos,  to  a 
lesser  degree.  You  can't  have  recovery  with  key  industries  in  the  soup. 

In  May  and  June  mortgage  rates  fell  to  12%;  now  they're  up  to  14.5%  and 
more.  Assuming  a  20%  down  payment  and  a  30-year  mortgage,  the  monthly 
payments  on  a  modest  ($76,000)  dwelling  were  $617  in  August;  in  Septem- 
ber, $735.  That  extra  $118  is  going  to  knock  a  lot  of  people  out  of  the 
housing  market.  Adding  taxes,  utilities  and  maintenance,  that  simple  house 
will  now  cost  $1,000  a  month  or  more  to  carry — at  least  $12,000  a  year.  The 
median  American  family  earned  only  $20,000  last  year — before  taxes. 

Meanwhile,  the  pattern  of  savings  and  mortgage  lending  that  has  dominated 
our  culture  is  revolutionized.  The  small  saver  is  no  longer  relegated  to  5V<x% 
savings  accounts  and  borrowers  must  pay  their  way. 

Forbes  looks  for  housing  starts  to  remain  below  the  1.5  million  rate  set  in 
September  and  a  far  cry  from  the  record  rate  of  2.4  million  set  in  1972  or  the 
1979  annual  rate  of  1.7  million.  That's  going  to  take  a  lot  of  steam  out  of  the 
economy.  The  gross  national  product  looks  flat  well  into  1981. 

Frustrated  home  buyers  and  sellers  will  scream.  The  housing  industry 
will  complain  to  Congress.  But  Fed  Chairman  Paul  Volcker  is  in  dead 
earnest  about  slowing  inflation.  Forbes  continues  to  look  for  the  inflation 
rate  to  fall  to  8V2%  or  9%  by  spring.  High  interest  rates  will  inhibit  demand 
for  housing  and  autos  and  hold  down  capital  spending.  Big  crops  and  lower 
energy  demand  will  bring  prices  down.  But  until  the  inflation  rate  clearly 
and  definitely  abates,  you  can  forget  about  10%  or  even  12%  mortgages  and 
a  pickup  in  housing. 

How  about  commercial  and  industrial  building?  The  same  problems  exist 
here  as  in  housing.  Outlays  peaked  at  an  annual  rate  of  $273  billion  in  the 
first  quarter  of  1980;  they  should  be  below  a  $268  billion  annual  rate  through 
most  of  1981.  Like  housing,  nonresidential  construction  isn't  going  to 
improve  much  until  inflation  and  interest  rates  come  down. 

So,  unemployment  will  persist  in  construction  and  construction-related 
industries.  Ditto,  autos.  The  new  smaller  cars,  built  in  newer,  more  auto- 
mated plants,  will  require  less  direct  labor.  Even  if  Detroit  gets  back  to  10 
million  cars  sold  each  year,  it  will  do  so  with  perhaps  25%  fewer  workers  as 
a  result  of  an  $80  billion  five-year  capital  spending  program.  That  means 
several  hundred  thousand  good  jobs  lost  more  or  less  permanently.  New  jobs 
will  be  created  in  other  industries,  but  this  will  take  time  and  impede  the 
recovery.  Right  now,  the  polls  show,  the  main  worry  for  most  Americans  is 
inflation.  Six  months  from  now  jobs  will  be  the  big  issue.  - 
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Capital  Markets 


So  volatile  has  the  bond  market  become 
that  smart  investors  will  have  to  play  it  like 
stocks — buying  low  and  selling  high. 

GOOD-BYE  SAFETY, 
HELLO  APPRECIATION 


MONEY  &  investment: 


By  Ben  Weberman 


Should  anybody 
buy  bonds?  Are  they 
an  obsolete  invest- 
ment medium?  It's  a 
fair  question.  Most 
people  who  invested 
in  long-term  bonds 
0ft  had  a  negative  rate 

m  jSS>  m  I  °^ return  in  tne  Past 

■  or   £  I  couple     of  years. 

™™  — That  is,  the  decline 
in  market  value  has  more  than  offset 
the  interest  income.  If  you  throw  in 
effects  of  income  taxes  and  inflation, 
the  situation  is  even  worse.  It  is  fair  to 
say  that  with  declining  market  values, 
taxes  and  inflation,  an  investor  in 
long-term  bonds  has  probably  lost 
35%  of  his  capital  over  the  past  two 
years  alone — and  much  more  over  any 
longer  period. 

So,  good-bye  to  the  notion  that 
bonds  are  safe  and  certain. 

And  yet,  to  write  off  bonds  as  an 
investment  medium  at  this  time 
would  be  like  writing  off  common 
stocks  in  1974.  In  1974  the  stock  mar- 
ket was  in  ruins  and  investors  had 
terrible  experiences.  But  that  was  pre- 
cisely a  good  time  to  buy.  Literally 
hundreds  of  stocks  have  appreciated 
1,000%  and  more  since  then. 

Only  a  fool  would  try  picking  the 
precise  bottom  in  the  bond  market, 
but  it's  pretty  safe  to  predict  that 
bond  prices  will  increase  over  the 
next  few  years.  Total  returns  of  20% 
to  25%  a  year  in  high-grade  bonds 
wouldn't  be  impossible — maybe  half 
in  interest  yield  and  half  in  price. 

But  playing  the  bond  game  is  a  lot 
tougher  now  than  it  was  in  the  old 
days  when  bonds  were  considered 
boring  but  dependable.  Since  Oct.  6, 
1979  the  Federal  Reserve  has  been 
working  harder  at  controlling  the  rate 
of  growth  of  the  money  supply  than 
on  tinkering  with  interest  rates.  Inter- 

Ben  'Weberman  is  economics  editor  of  Forbes 

magazine. 


est  rate  movements,  as  a  conse- 
quence, have  become  extraordinarily 
volatile. 

Given  that  extraordinary  price  vola- 
tility, smart  investors  will  start  think- 
ing of  bonds  as  they  do  of  stocks — 
that  is,  as  securities  which  should  be 
bought  when  they  are  cheap  and  sold 
when  they  are  overpriced.  Those  who 
can  do  it  should  be  able  to  get  a  signif- 
icantly better  total  return  than  those 
who,  out  of  habit,  purchase  the  securi- 
ties and  then  decorate  the  inside  of  a 
vault  box  with  them. 

Bear  in  mind,  as  you  start  thinking 
of  bonds  in  a  new  way,  that  volatility 
has  had  the  effect  of  compressing 
bond-price  cycles.  Only  yesterday,  it 
seems,  marking  changes  in  bond 
yields  was  a  lot  like  watching  grass 
grow.  From  a  peak  of  7.5%  in  August 
1974,  for  example,  it  took  more  than 
two  years  for  Treasury  bond  yields  to 
fall  to  below  6.5%,  in  December  1976. 
Since  the  start  of  this  year,  in  con- 
trast, we  have  had  two  major  moves 
in  Treasury  bonds — from  12.5%  in 
February  to  9.5%  in  June,  back  to 
11.75%  in  late  September.  This  was 
followed  by  a  price  move  from  85 Vi  to 
91,  representing  a  decline  of  .75%  of 
yield,  in  only  two  weeks. 

For  this  reason,  and  for  another  I'll 
get  to  below,  my  present  strategy  in 
the  bond  market  is  to  wait  a  while 
before  buying  long-term  bonds.  The 
yield  curve  right  now  is  flat;  interme- 
diate-term issues  carry  almost  the 
same  rate  of  return  as  long-term. 
Thus,  you  can  get  11.9%  on  an  Aa- 
rated  Burroughs  debenture  due  in  sev- 
en years  and  12.15%  on  the  same 
company's  debt  due  in  30  years.  In  the 
Treasury  sector,  a  five-year  bond 
yields  11.5%  and  a  30-year  bond 
yields  1 1.4%.  That'st-ery  flat.  So  think 
"intermediate"  for  now. 

Bear  in  mind,  too — another  reason 
for  thinking  about  the  interme- 
diates— that  prospects  for  the  econo- 
my's recovery  are  stronger  in  cam- 
paign rhetoric  than  in  fact.  There  will 
be  plenty  of  time  to  consider  when  to 


swing  into  long-term  bonds.  For 
as  a  defensive  move,  intermed 
term  issues  make  sense.  In  mid 
vember,  with  the  election  behini 
recession  news  will  be  making  I 
lines  again.  But  next  spring,  whei 
should  start  to  hear  more  about  s 
success  in  moderating  inflation, 
yields  will  start  to  descend  and  p 
will  rise.  The  intervening  month 
the  time  to  make  your  moves. 

Guide  your  market  on  the  assi 
tion  that  federal  funds,  the  short- 
interest  rate  benchmark,  will 
briefly  from  the  current  12'/2<3 
14%  or  so  in  early  November  and 
fall  back  again  to  10%  or  so  by  the 
of  the  year.  Changes  in  long- 
bond  rates  will  lag  behind  the  cha 
in  money  rates.  Treasury  bonds 
go  from  the  current  1 1  %  to  a  pej 
12y2%  in  1980,  before  falling  to 
in  early  1981. 

The  downward  trend  of  short- 
and  long-term  yields  will  acceli 
next  year.  By  the  end  of  1981, 1  ex 
federal  funds  to  yield  about  7%,  1 
sury  bonds  to  yield  close  to  9% .  T 
total  rates  of  return  of  20%  or  i 
are  in  prospect  by  just  sitting  on  1 
term  holdings. 

With  the  minimum  amoun 
bonds  considered  eligible  for  roun 
pricing  ranging  from  $100,00C 
$250,000,  few  individual  investor 
able  to  take  advantage  of  raw  ma 
swings.  Smaller  orders,  moreover 
frequently  charged  1  to  2  points  ai 
the  market  on  a  purchase  order 
receive  1  to  2  points  less  on  sale 
most  people  thinking  about  the 
returns  possible  from  present  1 
yields  plus  future  bond  price  incre; 
mutual  funds  are  a  handy  vehicle, 
approach  would  be  to  buy  an  acti 
managed  long-term  bond  fund,  tax 
or  tax-free,  and  expect  the  manag' 
do  the  appropriate  trading. 

Do-it-yourselfers  can  buy  a  uni 
vestment  trust  of  tax-free  or  tax 
bonds.  These  represent  shares 
portfolio  of  bonds  which,  once 
are  bought,  cannot  be  traded  by 
sponsoring  organization.  The  in 
tor,  however,  is  permitted  to  sell 
trust  share  back  to  the  sponsor  al 
price  determined  daily  by  an  out: 
impartial  expert.  As  a  rule,  the  tr 
tack  on  a  nominal  commission  (I 
cally  40%)  at  time  of  purchase 
have  none  on  resale.  This  gives 
daring  player  a  chance  to  move  in 
out  of  the  bond  market,  to  follow 
or  her  own  hunches  on  timing  an 
try  to  do  better  than  those  who 
buy  today's  generous  yields  and  1 
ally  lock  them  away.  ■ 
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Keene. 

e're  finding  new  growth  in  some 
f  America's  newest  growth  fields. 


Pi 


ole  new  technologies  are 
wing  up  to  help  America  con 
e  energy,  strengthen  national 
nse,  and  advance  communi- 
ons. And  as  these  new  tech- 
Dgies  grow,  they  demand 
e  and  more  Keene  products, 
novative  bearings  from 
ne  save  both  weight  and 
e  to  help  make  possible  the 
fuel-efficient  cars  with  front- 
„'  iel  drive.  Simultaneously, 
/e  developed  new  lighting 
i  ires  for  the  nations  office 
dings  that  reduce  energy 
ts,  yet  maintain  excellent 
ting  quality. 

efense  programs  are  ex- 
'  ding,  and  Keene  is  a  part  of 
n.  Our  precision  bearings  are 
to  advanced  airplanes,  heli- 
ters,  missiles  and  tanks.  Our 
h-frequency  circuit-board 


laminates  are  in 
state-of-the-art  military 
radar  and  communications 
systems. 

A  video  and  communications 
revolution  is  under  way,  and 
Keene  is  part  of  that,  too.  You  may 
soon  own  a  videodisc  player  that 
uses  our  high-frequency  lami- 
nates, which  are  also  essential  to 
video  and  communications  satel- 
lites and  earth  stations. 

This  electronics  explosion  has 
led  to  sharply  increasing  demand 
for  systems  to  measure  electro- 
magnetic energy.  And  Keene  is 
the  major  worldwide  supplier  of 
these  systems. 

As  you'd  expect,  our  commit- 
ment to  growth  fields  is  reflected 


in  our  record  third- 
quarter  earnings  per- 
formance. Despite  recent 
economic  conditions,  Keene 
Corporation's  net  income 
reached  $2.7  million  in  the  third 
quarter,  up  6  percent  from  a  year 
ago.  Earnings  per  share  were 
$1.01,  up  22  percent. 

The  future?  We're  very  pleased 
by  our  success  in  penetrating  new 
high-technology  markets-and 
the  recession-proof  defense 
market.  As  they  grow,  we'll  grow. 

To  learn  more  about  how  we'll 
grow,  write  us  for  a  copy  of  our 
annual  report. 


KEENE 

CORPORATION 
200  Park  Avenue,  New  York,  N.Y.  10017 


Stock  Comment 


MONEY  &  INVESTMENT 


One  may  be  tempted  to  conclude  that  the 
election  of  neither  Reagan  nor  Carter  has 
a  bullish  portent  for  the  market  in  1981. 

THE  POST  ELECTION 
MARKET 


By  Heinz  H.  Biel 


This  year's  great 
bull  market,  carry- 
ing all  broad-based 
stock  averages  to 
new  record  highs, 
has  been  widely 
dubbed  as  the  "Rea- 
gan Rally."  Since 
Wall  Street  is  not 
known  to  have  been 
greatly  enchanted 
by  the  Carter  Presidency,  the  attribu- 
tion of  great  market  stength  to  the 
Republican  •  nominee  may  have  a 
somewhat  partisan  flavor.  Regardless 
of  how  we  feel  about  politics,  how 
bullish  would  a  Reagan  victory  be? 

Bill  LeFevre,  a  knowledgeable  friend 
who  has  this  sort  of  information  at  the 
tip  of  his  fingers,  has  an  answer  that 
may  disappoint  the  Reagan  bulls.  Not 
since  the  election  of  Calvin  Coolidge 
in  1924  has  the  stock  market,  as  mea- 
sured by  the  DJI,  recorded  a  net  gain  in 
the  first  year  after  the  election  of  a 
Republican.  Coolidge  did  fine,  with 
the  market  going  up  30%  in  1925.  But 
look  what  happened  thereafter: 
1929      Hoover  -17.2% 
1953      Eisenhower    -  3.8 
1957      Eisenhower  -12.8 
1969      Nixon  -15.2 
1973      Nixon  -16.7 
The  stock  market  fared  incompara- 
bly better  in  the  first  year  after  a 
Democratic  election  victory.  Leaving 
out  the  years  of  the  Great  Depression 
and  World  War  II,  this  is  the  record: 
1945      Roosevelt  +26.6% 
1949      Truman  +12.9 
1961       Kennedy  +18.7 
1965      Johnson  +10.9 
1977      Carter  -17.3 
The  rather  startling  exception  is 
1977.  Could  it  possibly  be  that  Carter, 
although  running  as  a  Democrat, 
wasn't  really  a  Democrat  at  heart?  If 
one  looks  at  these  data  one  may  be 

Heinz  H  Biel  is  a  vice  president  of  the  SYSE 
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tempted  to  conclude  that  the  election 
of  neither  Reagan  nor  Carter  has  a 
bullish  portent  for  the  market  in  1981. 

Unless  you  are  just  a  bit  supersti- 
tious or  a  firm  believer  in  the  validity 
of  past  precedents,  you  will  shrug  off 
this  ominous  record  of  post-election 
stock  market  performance,  lust  as  you 
will  the  fact  that  since  William  Henry 
Harrison  (1840)  every  president  elect- 
ed in  a  year  ending  with  a  zero  has 
died  in  office.  Well,  at  least  now  we 
know  for  whom  to  vote.  Maybe  for 
the  next  Vice  President? 

The  problems  facing  this  nation  in 
the  year  and  the  years  ahead  are  of 
such  magnitude  and  complexity  that 
only  a  person  with  an  overdeveloped 
ego  would  seek  the  job  of  Chief  Execu- 
tive. You'll  be  damned  if  you  do  and 
damned  if  you  don't.  Just  look  at  the 
abuse  that  Fed  Chairman  Paul  Volcker 
has  to  take  for  his  efforts  to  get  infla- 
tion under  control  without  throwing 
the  economy  into  a  tailspin.  His  task 
is  hopeless,  since  he  lacks  the  power 
to  determine  or  even  influence  the 
country's  fiscal,  social  and  other  poli- 
cies. Who  would  want  that  kind  of 
10b?  Multiply  the  problems  of  Mr. 
Volcker  manifold  and  you  will  appre- 
ciate the  overwhelming  burdens  of 
the  Presidency.  I  am  afraid  that  none 
of  the  candidates  measures  up  to  meet 
even  the  minimum  requirements. 

What  does  all  this  have  to  do  with 
the  stock  market?  Actually  not  very 
much,  except  that  the  outcome  of  the 
election,  either  way,  is  not  likely  to  be 
much  more  than  a  temporary  factor. 
Over  a  more  extended  period  of  time 
the  market,  as  usual,  will  go  its  own 
way,  regardless  of  politics,  regardless 
of  the  news  of  the  day,  unless  it  is  of  a 
truly  calamitous  nature. 

It  is  the  relative  attractiveness  of 
common  stocks  versus  other  invest- 
ment media — worldwide — that  is  the 
decisive  element.  It  is  evident  now  that 
for  the  past  six  months  or  so  American 
stocks  have  had  a  clear  advantage  over 
just  about  everything  else,  whether  it 
be  gold,  Swiss  francs  or  real  estate.  No 


wonder  that  many  of  the  favored  si 
recorded  extraordinary  gains. 

People  have  a  tendency  to  pn 
the  past  into  the  future,  but  at 
stage  we  cannot  afford  to  ignon 
fact  that  stocks  are  not  as  che* 
they  were  last  April,  even  though 
are  still  "desirable,"  especially  fo 
vestors  who  have  few  other  in 
ment  options.  There  are  many  v 
ing  flags  that  should  not  be  t 
lightly.  What  is  going  on  in  the 
ket  for  new  stock  issues,  for  insu 
is  characteristic  of  blind  spe 
tion — a  time  when  greed  gets  th> 
per  hand  over  fear.  Like  Genen 
Apple  Computer ,  expected  to  be  of 
before  the  end  of  this  year,  may 
uniquely  attractive  growth  com| 
but  the  clamor  for  the  stock,  re: 
less  of  price  or  what  the  forthco: 
prospectus  will  show,  is  remini: 
of  the  Dutch  tulip  craze. 

Speculative  excesses  will  be  coi 
ed  inevitably.  The  only  questic 
how  soon  and  how  severely.  In  ai 
pation  of  such  a  correction  I 
been  suggesting  for  some  time  a  i 
cautionary  approach  toward  stoc 
vestments  and  the  establishment 
buying  power  reserve.  It  is  like  ta 
out  an  insurance  policy  for  prote« 
against  an  event  you  hope  will  r 
happen,  but  after  it  has  happenec 
too  late  to  look  for  protection. 

My  column  in  the  previous  : 
concluded  with  a  shopping  lis 
some  20  stocks  which  I  would  n 
tor  for  purchase  if  and  when  the 
ket  has  a  sell-off  that  would  1 
their  pnces  down  to  somewhat  i 
attractive  levels.  Obviously,  a 
list  cannot  cover  the  entire  gam 
meritorious  stocks.  The  selei 
may  be — as  has  been  pointed  oi 
me — somewhat  light  on  high-tecl 
ogy  companies,  which  have  beei 
stars  of  this  year's  bull  market,  i 
with  the  energy-related  groups.  1 
is  incredible  glamour  in  high  tecl 
ogy,  and  investors  are  willing  tc 
astronomical  prices  for  young  co: 
nies  with  promising  potential, 
significant  that  Dr.  Amdahl,  whc 
Amdahl  Corp.  a  few  months  a£ 
form  his  own  new  company  anc 
come  an  entrepreneur  again,  will 
little  difficulty  raising  the  many 
lions  needed  for  this  venture.  Ir 
opinion,  these  stocks,  most  of  w 
are  unseasoned  and  highly  voli 
are  not  suited  for  the  average  inve 
unless  he  has  access  to  expert  ad 
As  I  have  great  difficulty  even  ui 
standing  what  these  companies 
doing  or  who  might  be  doing  it  be 
I  disqualify  myself  as  an  expert.  I 
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How  Nabisco 
brings  the 
supermarket 
and  stock  market 
together. 


We're  sure  you're  aware  of  the  quality 
and  good  taste  of  Nabisco  products.  Like 
Oreo  Cookies,  Premium  Saltines  and  Spoon 
Size  Shredded  Wheat.  But  there's  also  the 
financial  side  of  the  Nabisco  story.  And  it's  as 
appetizing  as  our  products.  For  instance: 

•  Nabisco  Sales  reached  $2.4  billion  in 
1979. 

•  Net  Income  per  share  has  grown  from 
$1.43  in  1974  to  $3.10  in  1979. 

•  Dividends  have  increased  each  of  the 
last  5  years  from  $1.15  in  1975  to  an 
indicated  current  rate  in  1980  of  $1.62. 

•  Investor's  return  on  equity  reached 
17.5%  at  year  end  1979. 

Nabisco  has  a  lot  to  say  to  the  invest- 
ment community.  Both  product -wise  and 
profit-wise.  It  seems  that  people  who  know 
and  love  Nabisco  products  are  some  of  the 
best  prospects  for  our  stock.  That's  why 
Nabisco  is  running  a  new  corporate  advertis- 
ing program  featuring  actual  Nabisco  custom- 
ers who  became  Nabisco  stockholders.  "Think 
of  us  when  you're  in  the  market"  is  our  slogan. 
And  we'll  be  telling  our  unique  and  interesting 
story  in  the  New  York  Times  Magazine  Section, 
Reader's  Digest  and  the  Wall  Street  Journal. 

For  more  information  pertinent  to  the 
financial  community,  contact  us  for  Form  10K, 
Annual  Report  to  Shareholders  and  reprints  of 
our  ad  campaign.  Write  Nabisco  Inc.,  Dept. 
F-l,  East  Hanover,  N.J.  07936. 


Nabisco. 
People  think 
of  us  when 
they're  in 
the  market. 


PREMIUM  Saltines.  OREO  Cookies.  FIG  NEWTON  Cakes.  RITZ  Crackers,  TRISCUIT  Wafers,  SPOON  SIZE  Shredded  Wheat. 
MIL. K  BONE  Dog  Biscuits,  JUNIOR  Mints  Candies.  GERITOL  Iron  and  Vitamin  Supplement,  AQUA  VELVA  After  Shave. 


Stock  Trends 


MONEY  &  INVESTMENTS 


What  if  we  wake  up  one  morning  to  find 
that  because  of  inflated  oil  bills,  some  of 
the  poorer  countries  can't  pay  their  debts? 

A  HIDDEN 
POT  OF  GOLD 


By  Richard  B.  Hoey 


There  is  a  hidden 
pot  of  gold  that  may 
save  the  world's  fi- 
nancial system  from 
collapse  sometime 
in  the  next  several 
years.  You  better 
know  about  it  be- 
cause it's  the  little- 
known  safety  net 
standing  between  us 


and  potential  financial  disaster. 

If  you  worry  about  how  all  the 
poorer  countries  of  the  world  are  go- 
ing to  pay  their  debts  to  the  Western 
banks  as  they're  forced  to  pay  more 
and  more  to  buy  OPEC  oil,  you're  not 
alone.  The  world's  bankers  and  fi- 
nance ministers  are  worried,  too. 
They  are  also  keenly  aware  that  these 
loans  aren't  collateralized  by  anything 
but  the  good  faith  of  sovereign  gov- 
ernments. And  they  know  that  while 
the  postwar  history  of  government 
debt  payments  is  good,  in  the  long 
sweep  of  history  there  have  been 
quite  a  few  occasions  when  the  good 
faith  of  sovereign  governments  was 
not  worth  much. 

But  the  bankers  have  a  golden  ace 
in  the  hole  you  probably  don't  know 
about.  They  know  where  there  is 
about  $70  billion  worth  of  assets  that 
can  be  used  to  bolster  their  debtors  if 
things  get  tough.  It's  a  hidden  pot  of 
gold  that  may  bail  out  the  world's 
banking  system  if  the  countries  of  the 
world  start  going  broke. 

Years  ago,  before  the  Great  Infla- 
tion began,  gold  was  the  foundation  of 
the  international  monetary  system. 
So  when  the  International  Monetary 
Fund  was  founded  after  World  War  II, 
much  of  the  IMF's  equity  capital  was 
contributed  in  gold,  then  valued  at 
$35  an  ounce.  The  IMF  invented  its 
own  currency,  the  SDR,  when  the  dol- 
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lar  began  to  get  weak.  The  SDR  was 
originally  worth  $1,  but  is  now  worth 
about  $1.32. 

The  IMF  gold  is  carried  at  a  book 
value  of  SDR  35,  or  about  $46  an 
ounce.  The  IMF  owns  about  104  mil- 
lion ounces,  so  the  value  of  its  gold 
hoard  is  about  $70  billion.  But  it's 
carried  on  the  books  for  less  than  $5 
billion,  an  unrealized  profit  of  about 
$65  billion.  Nobody  has  a  clear  claim 
on  that  $65  billion  profit. 

As  a  taxpayer  in  one  of  those  coun- 
tries that  originally  contributed  the 
gold,  you  might  feel  the  IMF  should 
give  it  back  to  us.  But  if  you  were  a 
finance  minister  of  a  poor  country,  you 
might  want  it  distributed  as  a  form  of 
foreign  aid.  But  since  it  takes  85%  of 
the  vote  in  the  IMF  to  do  anything 
with  the  gold,  any  changes  will  have  to 
benefit  both  the  major  Western  coun- 
tries and  the  developing  countries. 

Suppose  we  wake  up  one  morning 
to  discover  that  the  burden  of  paying 
inflated  oil  import  bills  is  so  great  that 
a  number  of  the  poorer  countries  of 
the  world  just  can't  make  their  inter- 
est and  principal  payments  on  all  that 
debt  they've  got.  If  that  happens,  I 
predict  that  the  pot  of  gold  at  the  IMF 
will  be  the  key  to  the  bail-out.  The 
Western  countries  will  want  to  bail 
out  their  banks.  OPEC  will  support  a 
program  to  help  countries  continue  to 
pay  inflated  oil  bills.  The  developing 
countries  will  welcome  a  bail-out 
from  their  financial  problems. 

The  gold  market  is  much  deeper 
than  it  was  in  the  past,  but  you  still 
can't  drop  by  the  London  gold  dealers 
on  a  Monday  morning  and  get  an  im- 
mediate answer  to  the  question: 
"What  am  I  bid  for  100  million  ounces 
of  gold?"  So  the  IMF  might  choose 
instead  to  use  the  gold  as  collateral  for 
borrowing.  It  could  then  reloan  those 
funds  to  the  developing  countries  so 
that  they  could  keep  up  their  pay- 
ments on  their  bank  debts. 

There  is  one  major  negative.  This 
scheme  would  amount  to  a  gold- 
backed  credit  inflation.  In  effect,  the 


IMF  would  be  monetizing  gold, 
shifting  gold  from  a  passive  asset 
an  active  means  of  obtaining  purch 
ing  power,  it  might  increase  ta 
credit  without  increasing  the  ouuj 
of  goods.  Monetizing  the  IMF  gi 
profit  might  prove  very  inflationary 

We  would  pay  a  price  for  using  tj 
pot  of  gold,  a  price  that  can  only] 
justified  if  the  pot  of  gold  is  needed 
stave  off  a  true  financial  disaster.  I 
the  odds  of  a  collapse  of  the  wo 
banking  system  are  much  lower  th 
they  would  be  if  the  IMF  didn't  ha 
that  pot  of  gold.  Fortunately,  becai 
the  world's  bankers  know  the  gold 
there,  it  may  never  need  to  be  used 

Back  on  the  home  front,  this  is 
election  year.  The  stock  market  1 
followed  the  classical  political  cy 
by  rising  in  the  two  years  from  t 
midterm  congressional  elections 
the  presidential  election.  No  mat 
who  wins,  we  appear  to  be  destir; 
for  a  push  for  the  reindustrializatii 
of  America,  especially  where  it  is  pi 
sible  to  reduce  or  offset  oil  impo> 
from  OPEC.  One  major  beneficia 
will  be  Dravo  Corp.    (43),  most 
whose  operations  are  keyed  to  solvil 
the  excessive  dependence  of  the  U 
on  OPEC  oil  imports.  The  compai 
should  benefit  both  from  a  surge 
the  export  demand  for  coal  and  the  \ 
federal  spending  program  for  synthi 
ic  fuels  (synfuels). 

Increased  exports  of  Americ; 
abundant  coal  will  be  one  way  of  a 
setting  our  oil-import  bill.  But  stroi 
demand  for  export  coal  is  reveali 
bottlenecks  in  our  industrial  transpo 
tation  system,  particularly  at  t; 
ports.  Dravo  is  involved  in  practical 
all  the  port  modernization  and  ca 
struction  that  is  now  occurring  as 
result  of  the  good  prospects  for  expo: 
ing  American  coal. 

Dravo  is  also  a  major  beneficiary 
the  synfuels  program.  It  builds  indu 
trial  coal  gasifiers  for  the  three  leadii 
methods  of  coal  gasification  and 
participating  in  all  the  oil  shale  pre 
ects  in  the  U.S.  Dravo's  earnin 
should  drop  to  about  $3  in  1980  fro: 
$3.47  in  1977,  but  should  rise  40%  : 
1981  to  about  $4.20. 

Another  stock  I'd  buy  isMiller-Wa 
(25).  This  apparel  chain  has  had 
growth  rate  of  22%  in  sales  and  30 
in  earnings  over  the  last  five  yeai 
and  earned  29%  on  its  equity  in  fisc 
1979.  Earnings  per  share  should  ri: 
from  $2.62  in  1979  to  $3.10  in  198' 
and  $3.85  in  1981.  The  company  has 
strong  balance  sheet,  and  should  beni 
fit  from  a  recovering  economy  in  198 
and  1982.  ■ 
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ELEBRATED 


Once  again,  Newsweek 
leads  all  major  magazines  in 
professional  recognition  for 
journalistic  excellence. 

The  count  so  far  this 
year  is  29  awards  to  the 
i  magazine,  its  distin- 
guished editors,  writers, 
photographers,  designers  and 
contributors. 

From  the  most  prestigious 
honor  in  dramatic  criticism  —  the 
George  Jean  Nathan  medal  to 


Senior  Editor 
Jack  Kroll— to  the 
National  Headliners 
Club  first  place  award 
to  the  Newsweek  staff  for 
its  coverage  of  the  Three 
Mile  Island  accident. 

Since  we  started  counting  in 
1962,  Newsweek  has  ranked 
first  by  far  in  such  recognition 
among  all  magazines:  well  over 
300  awards  in  18  years— a  rec- 
ord-breaking 44  just  last  year. 


Awards  are  just  one  reflection 
of  the  environment  that  attracts 
over  23  million  readers  each 
week.  And  they  underscore  why 
Newsweek  is,  historically,  the 
world's  most  quoted,  as  well  as 
the  most  honored,  newsweekly. 

Which  helps  explain  why, 
for  the  thirteenth  straight 
year,  Newsweek  — the  most 
efficient  newsweekly  — is  also 
the  one  with  the  most  advertis- 
ing pages. 


Located  in  the  exotic  Fiji  Islands,  Laucala 
(pronounced  Lauthala  in  Fijian)  is  a  4.7 
square-mile  island  resort  that  offers  a  few 
discerning  sport  fishermen  and  women 
the  vacation  opportunity  of  a  lifetime. 
Guests  of  Forbes  Magazine's  Fiji  Forbes 
island  plantation  will  enjoy  Laucala's 
beautilul  white  beaches,  crystal-clear 
waters  protected  by  coral  reefs  teeming 
uith  exquisite  tropical  fish,  and  the  wide 
range  of  sporting  attractions  available  on 
this  lush  private  island. 
Sport  Fishing 

From  Laucala's  well-equipped  deep  sea 
boats,  fish  for  the  big  ones-Black  Pacific 
Sailfish,  Black  Marlin,  Jack  Fish,  Barred 
Mackerel,  Shark  and  feisty  Barracuda,  in 
what  are  virtually  virgin  fishing  waters. 
Be  one  of  the  first  to  cast  your  line  for 
these  trophies  in  a  new  area  of  the  world. 
Personal  Luxury 
With  its  exclusive  privacy  and  modern 
facilities,  Laucala  combines  the  best  of  all 
worlds.  Enjoy  all  the  natural  attributes  of 
this  tropical  paradise  without  the  intru- 
sion of  the  normal  tourist  routine.  A  per- 
fect place  for  sport  fishing  and  vacation- 
ing in  a  world  of  your  own  ...  a  real  "Bali 
Hai"  for  those  who  want  and  can  afford 
the  best. 

Prices  start  at  $2,500  per  person  for  up 
to  seven  days  of  sport  fishing,  including 
deep  sea  boats,  captain,  crew,  and  all 
equipment.  Additional  $100  per  diem  per 
person  charge  for  luxurv  accommoda- 
tions and  amenities.  For  full  details  on 
accommodations,  rates,  transportation, 
etc.,  plus  full-color  brochure,  write: 


Noel  Douglas 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  NY  10011 


Name 


Address, 
City  


State 


Financial  Strategy 


"When  collecting:  Buy  when  it's  unappn 
dated  and  practically  being  given  awa^ 
When  you  can  pay  for  it  with  pin  money 


COINING  MONEY? 


By  John  Train 


Some  years  ago  I 
had  lunch  in  a  club 
in  The  City  (as  Lon- 
don's equivalent  of 
Wall  Street  is  called) 
with  a  member  of 
Parliament  and  a 
merchant  banker. 
We  discussed  many 
things.  It  was  an  ex- 
traordinary time  in 
the  history  of  England.  The  pound  had 
collapsed,  the  Communists  were  on 
the  verge  of  taking  over  the  British 
labor  movement,  social  disorders  ap- 
peared imminent  and  indeed  the  fab- 
ric of  British  national  life  seemed  in 
danger  of  sundering. 

As  usual,  however,  in  the  midst  of 
all  this  desperation,  the  London  stock 
market  had  just  doubled,  illustrating 
the  principle  that  the  best  time  to  buy 
is  on  the  worst  possible  news.  From 
whatever  low  level  things  have  sunk 
to  at  that  moment,  much  higher  lev- 
els will  follow. 

Anyway,  one  of  the  things  we 
talked  about  was  the  merchant  bank- 
er's avocation:  He  was  a  passionate 
enthusiast  and  collector  of  medieval 
coins — the  Charlemagne  penny,  and 
so  forth.  Coins  had  done  little  in  the 
previous  year  or  two,  but  over  his 
lifetime  the  appreciation  of  his  collec- 
tion had  been  astounding. 

"I  never  supposed,  when  as  a 
schoolboy  I  used  to  put  aside  what  I 
could  save  from  my  allowance  to  buy 
these  pieces,  which  in  those  days 
sold  for  practically  nothing — they 
were  offered  in  bowls  in  antique 
stores — that  this  little  passion  of 
mine  would  eventually  be  the  basis 
for  a  family  fortune.  And  I  say  this 
after  one  of  the  best  years  in  the 
history  of  our  firm.  When  the  Finan- 

fohn  Train  is  president  of  Train,  Smith.  Invest- 
ment Counsel,  Sew  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 
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cial  Times  Index  doubles  in  one  y< 
we  all  do  very  nicely,  thank  you 
course,  I'll  never  sell  my  coins.  I  c 
lected  them  because  I  want  to  ha 
them.  So  maybe  my  children  will 
the  cash  profits — not  me!" 

I  like  this  story,  because  it  ll 
trates  the  safest  philosophy  of  prol 
able  collecting:  have  such  a  pass    I  below  i 
for  something  that  you  get  to  knov 
great  deal  about  it.  Then,  buy  wl  die  rate 
it's  unappreciated  and  when  you  «  k true  v; 
pay  for  it  with  pin  money. 

Today,  on  the  contrary,  much  of 
"collecting"  going  on  is  just  the  op| 
site.  People  are  blindly  buying  ev 
sort  of  junk  and  oddity,  because  i 
supposed  to  "go  up."  The  Frank  -:  .:: 
Mint  syndrome,  you  might  say 

My  friend  the  London  mercha§TL"  r 
banker  must  be  astounded  at 
frothy  market  that  now  prevails 
coins.   People   who  know  nothi 
about  the  subject  are  plunging 


the  market  on  the  basis  of  mail-ore  1:.~: 


catalogs  or  brokerage  poop  shee 


teases: 
compli 


These  uninformed  buyers  will  soiftjirico 
day  want  to  sell,  and  who's  going 
buy  from  them  in  turn?  And  there 
no  objective  way  of  determini 
what  the  fair  price  of  a  purely  spec  nr. 
lative  object — one  that  provides 
income — should  be.  Then  are  th  hr 
really  getting  what  they  think  thpr..; 
are  buying? 

The  chief  mistake  made  by  most  fcv.  - - 
the  greedy  innocents  who  are  going|  stwhic 
lose  money  in  the  coin  market  is  t 
same  one  made  by  those  who  boug 
Scotch  whisky  some  years  ago 
mail.  It  turned  out  they  were  getti: 
something  quite  different  from  wh  :  .-  ■ 
they  thought  they  were  getting.  Mat 
of  the  outfits  that  flog  these  iter 
have  as  their  rule  of  business  life  tl 
fine  old  maxim  "Never  give  a  suck 
an  even  break." 

In  all  these  matters,  the  cardin 
principle,  unless  you  are  an  expe 
yourself,  is  "know  your  supplier.' 

One  problem  in  buying  coins  is  tl 
same  as  the  problem  in  buying  di 
monds.  Unless  you  are  a  qualified  sp 
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|  list  you  do  not  know  if  you  are 
gjting  what  the  catalog  describes.  A 
B'  tiny  nicks  only  noticeable  under 
ijh  magnification  can  completely 
:  nge  the  coin's  value. 
\x  recent  article  in  The  Collector-In- 
kor  describes  the  problem.  The 
p  gazine  ordered  two  "investor  lots" 
b  n  G&F  Coin  Galleries  in  Philadel- 
fca  (formerly  G.A.F.  Coins). 
I  'hey  were  supposed  to  be  "gem- 
3 ,  liant  uncirculated  mint  state," 
n  r  the  upper  end  of  the  scale  on 
p,  ich  coins  are  rated.  The  ads  that 
ft.  magazine  answered  stated  that 
ise  coins  were  "carefully  and  pains- 
lingly  selected ...  for  sharpest 
like,  deepest  original  lustre  and  ab- 
■  ce  of  defects." 

|  'he  magazine  ordered  two  lots 
la  G&F,  for  $300  and  $500.  The  ads 
|il  that  the  price  was  from  40%  to 
Wo  below  retail. 

ir'he  magazine  then  assembled  a 
Mel  to  rate  the  coins  and  to  compare 
tir  true  value  with  what  G&T  had 
presented.  The  panel  determined 
it  the  coins  were  not  at  all  as  de- 
flbed,  and  that  the  price  charged  by 
Mj  was  approximately  200%  of  re- 
I.  Substantial  discount  from  retail? 
mubstantial  premium  in  fact, 
ju  collector  in  Las  Vegas,  Frank 
M/enport,  describes  a  similar  experi- 
jje.  He  took  his  shipment  from 
Af  to  three  local  dealers.  All  the 
Jps  received  were  of  a  substantially 
O'er  quality  than  represented. 
[K  number  of  investors  who  dealt 
Lh  G&F  have  had  considerable  diffi- 
mty  in  collecting  when  they  com- 
)  ,ned  and  demanded  refunds.  In 
*ie  cases  restitution  was  made  only 
kit  complaints  to  the  American  Nu- 
inmatic  Association  or  the  U.S. 
f  tal  Inspector. 

|i)ther  horror  stories  relating  to  coin 
||culation  involve  companies  that 
[ted  to  deliver  the  number  of  coins 
|«y  were  paid  for,  or  sent  counterfeit 
|(is,  which  eventually  were  confis- 
hid  by  the  Secret  Service.  So,  at  the 
Ik  of  being  repetitious,  I  urge  any- 
)  y  tempted  by  this  or  similar  ideas 
jfollow  three  key  principles: 
1!)  Understand  what  you  are  buying 
j)  buy  it  because  you  love  it. 
|  .)  Buy  through  a  dealer  whom  you 
||>w  well,  and  whom  you  have  deter- 
jlied  to  be  entirely  reputable  and 
I  scientious.  He  should  allow  you  to 
I  irn  the  object  if  after  inspection 
4*.  discussion  with  experts  you  are 
j  satisfied  with  it. 
ii)  Buy  what  hasn't  just  had  a  wild 
i iup  and  what  everybody  isn't  talk- 
i  about.  ■ 


7  Services  you'd 
never  expect  from 

a  stockbroker. 

Commission  discounts  of  up  to  70%  and  more*  have  always  been  available  to 
individual  investors  at  Charles  Schwab  &  Co.,  Inc.  And  now— as  America's  Largest 
Discount  Brokerage  Firm— we  announce  7  new  services  you'd  never  expect  a 
broker  to  have: 

1  24  hour  quote  service  exclusively  for  Schwab  customers. 

2  Longer  business  hours— until  midnight  Eastern  time,  for  the  next 
market  opening. 

3  Automatic  transfer  of  your  in-between  investment  funds  to  a  national  money 
market  fund. 

4  Next-day  computer  confirms  and  current  account  status  print-outs  are 
prepared  in  each  branch  office. 

5  Local  branch  office  payout  on  settlement  day  (customer  option). 

6  A  team  of  165  registered  representatives  and  over  300  incoming  phone  lines 
nationally  to  serve  you. 

7  Full  disclosure  of  commission  rates.  Ask  for  one  of  our  rate  cards, 
or  inquire  by  phone. 

At  Schwab  you  get  more  than  discounts  on  trading  commissions— you  also 
get  services  that  could  make  a  difference  in  your  investment  success. 

It's  easy  to  open  an  account  with  America's  Largest  Discount  Broker. 
Call  today  for  free  new  account  information. 


"Accoidmg  to  a  recent  survey  ol 
rates  of  lull-commission  brokers 


Charles  Schwab 
President  and 
Founder 


San  Francisco  ...(415)  546-1 000  Millburn/Newark    (201 )  379-7640 

Atlanta  (404)  231-1114    Minneapolis  (612)375-1300 

Century  City  . .   (213)  553-5400  Newport  Beach     (714)  759-9200 

Chicago  (312)236-1300    Philadelphia   (215)567-7700 

Dallas  (214)  647-0966    Phoenix  (602)  263-5070 

Denver  (303)893-8800  Sacramento     .  (916)920-3500 

Detroit  (313)567-3400  San  Diego    .      (714)  231-8300 

Fairfax,  VA  (703)  734-9600  Santa  Barbara      (805)  682-6515 

Ft.  Lauderdale  .  .(305)  561-2755  Seattle            (206)  624-2000 
Houston   (713)759-1000  Sjn  City  Area- 
Kansas  City       (816)421-0700  Youngtown,  AZ.  (602)979-1440 
LosAngeles.  ..  (213)617-0900  Washington. DC    (202)  638-2500 

or  Toll  Free  (800)  648-5304 

24  hours  a  day— when  local  offices  are  closed. 


Charles  Schwab  &  Co.,  Inc. 


America's  Largest  Discount  Brokerage  Firm 

National  Headquarters:  One  Second  St.,  San  Francisco,  CA  94105 

Member  Philadelphia  Stock  Exchange,  Inc  •  Midwest  Stock  Exchange.  Inc 
Pacific  Stock  Exchange,  Inc  •  The  Options  Clearing  Corporation 

□  Send  free  brochure,  rate  schedule  and  new  account  information 

(OCC  Prospectus  Available)  ACAJA 


Sift 


Name_ 


PLEASE  PRINT  IN  FULL  FIRST  NAME  MIDDLE  INITIAL  AND  LAST  NAME 


Address. 
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People  who  bought  it  for  personal  use  did 
significantly  better  than  those  who  bought 
it  strictly  as  an  investment. 

WHO  MAKES  MONEY 
IN  REAL  ESTATE? 


By  Srully  Blotnick 


If  you  wander 
through  the  busi- 
ness section  of  your 
favorite  bookstore, 
you'll  notice  a  siz- 
able number  of 
books  telling  you 
how  to  make  it  big 
in  real  estate.  Some 
of  the  larger  book- 
stores have  set  aside 
a  separate  shelf  or  even  a  section  for 
them.  The  publishers  I've  recently 
talked  with  tell  me  they've  got  many 
more  such  titles  already  in  the  works. 

After  reviewing  dozens  of  what's  on 
the  shelf,  or  soon  will  be,  it  is  clear  to 
me  that  the  large  majority  of  these 
books  are  simply  rip-offs,  preying  on 
people  who  believe  in  fairy  tales.  Be- 
fore you  lay  out  the  $12.95  for  such  a 
tome,  explore  with  me  the  fascinating 
question:  Who  does  make  money  in 
real  estate,  and  how  do  they  do  it? 

Of  the  more  than  1,000  investors 
on  whom  I've  collected  data  for  the 
20-year  period  from  Jan.  1,  1960  to 
Dec.  31,  1979,  more  than  half  have 
been  involved  in  at  least  one  substan- 
tial real  estate  transaction.  There  are 
significant  differences  between  those 
who  did  well  and  those  who  didn't. 
But  not  one  of  the  books  on  the  sub- 
ject would  have  allowed  you  to  accu- 
rately predict  which  individuals 
would  have  fallen  into  the  successful 
category. 

The  specific  type  of  property  we'll 
focus  on  in  this  article  concerns  resi- 
dential real  estate.  It  won't  come  as 
earthshaking  news  to  you  that  most 
people  reported  they  bought  a  house 
in  order  to  live  in  it.  Basically,  they 
chose  it  because  they  liked  it. 

Not  all  of  them  did,  however.  And 
therein  lies  a  key  distinction.  Many 

Dr  Srully  Blotnick  is  a  practicing  psy  chologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


bought  the  house  not  because  they 
were  fond  of  it,  but  because  they 
hoped  yo«  would  be.  It  was  purchased 
for  resale.  We'll  call  the  first  group 
"nesters,"  the  second  "investors." 

What  makes  residential  real  estate 
different  from,  say,  common  stocks 
is  this:  There's  no  such  thing  as  a 
nester  in  stocks.  People  don't  buy  a 
stock  certificate  for  personal  use.  It's 
too  small  to  serve  as  a  blanket  and 
doesn't  taste  very  good.  It's  also  not 
much  fun  to  look  at  for  long.  That 
forces  them  to  think  about  its  resale 
value  even  before  they  buy  it.  Some 
people  try  to  apply  objective  criteria 
quite  consciously,  whereas  others  op- 
erate more  intuitively.  They're  con- 
vinced it  will  appreciate  in  value,  so 
they  make  the  leap.  As  often  as  not 
they  fall  on  their  faces  but  at  least 
they  knew  what  they  were  doing — or 
thought  they  did. 

But  in  buying  a  house  to  live  in, 
personal  and  investment  aspects — 
subjective  and  objective  criteria — are 
being  mixed.  Under  the  circum- 
stances, nesters  might  have  been  ex- 
pected to  do  less  well  than  average.  As 
one  complained:  "I  think  I  let  my 
heart  instead  of  my  head  guide  me  in 
picking  this  place." 

When  I  first  began  collecting  the 
data,  I  assumed  that  the  more  dispas- 
sionately people  proceeded,  the  larger 
their  profit  was  likely  to  be.  I  as- 
sumed, in  short,  that  the  investors 
would  do  better  than  the  nesters. 

Well,  that's  not  what  happened. 
More  than  2,600  homes  were  pur- 
chased by  members  of  my  sample 
(there  are  more  houses  than  individ- 
uals because  many  people  moved  dur- 
ing the  two  decades,  some  quite  of- 
ten). The  median  purchase  price  was 
$81,000  (all  figures  cited  are  in  con- 
stant 1979  dollars).  When  the  houses 
were  sold,  as  most  eventually  were, 
the  biggest  gains  went  to  the  people 
who  bought  not  with  profit  in  mind 
but  to  those  who  bought  a  house  be- 
cause they  fell  in  love  with  it. 

How  much  bigger  a  profit?  Nesters 
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made  a  median  12.9%  annual  av 
gain;  investors  made  only  7.1°, 
short,  nesters  made  81%  more 
investors.  (An  important  note:  1 
who've  read  my  new  book,  Gi 
Rich  Your  Own  Way,  from  which 
material  is  drawn,  will  see  tha 
figure  cited  there  is  106%,  not  I 
That  number  is  an  average  of 
profits  on  residential,  underdevel 
and  commercial  properties.  The  1 
two  categories  will  be  the  subjfi 
future  articles.) 

What  accounted  for  the  diffen 
Examining  a  map  of  their  pure 
reveals  the  answer.  People  who 
buying  houses  they  intended  as 
principal  place  of  residence  tend 
pick  properties  that  were  distrit 
somewhat  randomly.  Price,  the 
ture  of  the  neighborhood,  prac 
considerations,  such  as  commi 
distance  to  work  and  the  quali 
local  schools,  were  deciding  fac 
These  were  interpreted  different, 
different  families. 

On  the  other  hand,  the  patte 
purchases  made  by  those  whd 
beled  themselves  as  deliberate  n  : 
tors,  and  who  were  buying  the  h  -m 
for  resale,  was  anything  but 
tered.  In  fact,  the  houses  they  c 
tended  to  be  clustered  in  zones 
had  been  classified  as  "hot  in| 
ment  areas."  These  were  towna 
streets  that  had  allegedly  beenj 
geted  for  such  things  as  urban 
newal,  a  new  shopping  centei 
industrial  park  or  were  in  the  p 
a  major  new  highway. 

As  one  put  it:  "I  thought  I' 
fabulously.  I  heard  that  a  big  co 
tion,  with  thousands  of  emplo 
was  going  to  move  its  headquart 
this  neck  of  the  woods.  Those  p 
will  need  housing  once  they  get 
Needless  to  say,  he  wasn't  the  fi 
hear  the  rumor — though  just  as 
less  to  say,  he  assumed  he  was. 

He  paid  an  inflated  price  to  b  •  - 
with,  which  ate  into  his  pote: 
profit.  He  is  still  sitting  with 
house,  and  no  longer  talks  to 
friend  who  gave  him  the  "hot  tip. 

Another  reason  nesters  typn  £ 
reaped  a  greater  profit  was  the  lej 
of  time  they  held  on  to  the  house, 
median  holding  period  was  almoa  lyjtjj 
years,  versus  a  little  under  three  >  :: 
for  investors.  Commission  costs  i 
taxes,  even  at  capital  gains  rates, 
only  part  of  the  story  of  reduced  ] 
its.  A  far  more  significant  factor 
that  investors  repeatedly  wounc  . 
selling  too  soon. 

A  substantial  number  viewed  1 
as,  in  the  words  of  one,  "a  baj 
year;  I  really  made  out  like  a  ba 
this  time."  The  price  of  many  ho 
rose  30%  that  year,  and  inves  • 
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l;d  to  cash  in  on  their  good  for- 
ks. What  they  didn't  know  was 
Lit  was  only  the  beginning.  Many 
res  owned  by  nesters  in  my  sam- 
lioubled  in  price  merely  from  Jan. 
¥'7  to  Dec.  31,  1979.  The  nesters, 
ir  considered  selling,  to  lock  up 
4  windfall  gains.  Fortunately, 
I  it  was  their  homes,  they  were 
Id  to  conclude,  "If  we  move,  we'll 
m  to  spend  for  another  house  what 
list  received  for  this  one."  Inves- 

■  conversely,  were  operating  un- 
go  such  restriction,  and  sold — too 
#dy  as  it  turned  out. 

•ere  are  two  conclusions  to  be 
tin  from  the  data.  The  first  is 

•  thanks  to  persistently  high 
h  of  inflation,  investors  have 
Mid  everywhere   to  find  some- 

•  of  value  that  will  keep  pace 
I  the  progressive  erosion  in  the 
Biasing  power  of  their  money. 

•  result  is  that  the  number  of 
le  buyers  who  now  give  as  their 
■Der  one  reason  for  purchasing  a 
mp,  "it's  a  good  investment,"  has 
By  tripled  in  the  past  two  de- 
1,  from  26%  to  76%. 

■that  really  is  their  reason  for 
lig  it,  and  they're  not  just  trying 
•cpress  motives  for  an  age-old 
tfaction  in  hip  modern  terms,  the 
nare  good  they'll  not  do  as  well  as 
©otherwise  would  have.  For  pure 
mtment  motives  will  distort  the 
§  they  should  be  looking  at  the 
parties  they  acquire. 

■  e  second  conclusion  is  that  per- 
jj  judgment  is  worth  more  in  real 
Ire  than  anyone  has  previously 
fcned.  Let  me  qualify  this  a  bit: 
■can't  just  say,  "I  love  the  place, 
».ke  it."  There  are  some  hardhead- 
l-onsiderations  and  technical  de- 
li that  have  to  be  carefully  attended 
L  checklist  of  the  most  costly  real 
I  e  investment  mistakes — who 
lbs  them  and  how  to  avoid  them — 
I  be  the  subject  of  a  forthcoming 
J|.e.)  Yet  the  bottom  line  remains 
Itame:  If  you  buy  a  house  because 

I  ike  it,  there  will  be  other  people 
a  subsequently  will  like  it  too.  If 
i  my  it  simply  because  you  think 
i  great  investment,  you'll  probably 
J  lying  a  premium  for  it. 

||  make  all  the  computations  you 

I I  on  your  calculator.  But  don't  for 
jlment  discount  your  fondness  for 
|  lse  when  it  comes  to  buying.  It's 
I  inly  not  true  where  stocks  and 
lis  are  concerned,  but  buying  a 
jije  you  like  strictly  for  personal 
Jins  increases  significantly  the 
l  ces  that  you'll  do  well  when  you 
i  tually  have  to  sell  it.  ■ 


TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


"I'm  an  expert  in  my  field.  But  I'd  be 
the  first  to  admit  I  don't  have  the  time 
or  training  to  best  manage  my  portfolio. 
That's  why  I  count  on  the  investment 
specialists  at  MVS. 

"Obviously  I  realize  that,  being  in 
the  50%  tax  bracket,  I  would  have  to 
earn  20%  in  some  other  investment  to 
equal  the  10%  tax  frees  earn  for  me. 

"Certainly  I  appreciate  that  kind  of 
return.  I  like  the  opportunities  for 
growth  that  municipal  bonds  offer, 
but  most  of  all  I  like  the  security. 

"I  deal  with  MVS  because  their  only 
business  is  tax  free  bonds.  And  with  the 
hundreds  of  millions  of  dollars  they  do 
in  municipals,  I  know  I  can  count  on 
them  to  find  the  surest  way  to  achieve 
my  investment  goals. 

"The  specialists  at  MVS  give  me  the 
information  and  attention  I  deserve. 
It's  a  winning  investment  combination." 
For  the  story  on  how  tax  free  bonds 
can  work  for  you,  talk  to  the  specialists 
at  MVS.  It's  their 
business  to  know. 


NAME   

ADDRESS 


A1ulti-l/est  Securities, Inc. 


CITY/STATE/ZIP 


MVS 

63  WALL  STREET 
NEW  YORK  10005 
212-425-0366 
800-221-5136 

Members.  NASD/SIPC 


R.J.Reynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  60  cents  per  share  has 
been  declared  on  the  Common  Stock  of  the 
Company,  payable  December  5, 1 980  to  stockholders 
of  record  at  the  close  of  business  November  1 0, 1 980. 

H.  C.  ROEMER 

Senior  Vice  President, 
Secretary  and  General  Counsel 
Winston-Salem,  N  C,  October  16,  1980 

Eighty  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Del  Monte  Foods 
Fresh  Fruit 

Convenience  Foods  and  Beverages 


Containerized  Shipping 
Energy 

Packaging  Products 
Specialty  Aluminum  Products 
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One  out  of  every  7  FORBES  subscribers  is  a  millionaire 
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Commodities 


MONEY&  INVESTMEN1 


A  recent  bearish  crop  report  on  hogs  and 
pigs  caught  nearly  everyone  by  surprise. 
But  are  all  those  pigs  really  out  there? 

BEARS  VERSUS  PIGS 


By  Stanley  W.  Angrist 


In  my  last  column 
I  discussed  some  of 
the  pitfalls  of  trad- 
ing commodities 
based  on  fundamen- 
tals. The  problem 
was  brought  home 
to  fundamentalists 
in  a  very  costly  way 
with  the  release  on 
Sept.  22  of  the  U.S. 
Department  of  Agriculture's  Sept.  1 
Hog  &  Pig  Report.  Hog  inventories  in 
the  14  reporting  states  were  3%  lower 
than  last  year.  Hogs  kept  for  breeding 
were  off  10%  and  hogs  available  for 
market  were  down  only  2%.  The  re- 
port caught  the  floor  and  the  trade  by 
surprise,  as  they  were  expecting  a 
bullish  report.  Hogs  were  down  the 
limit  (1.5  cents  per  pound)  the  next 
day,  while  pork  bellies  were  down  the 
limit  (2  cents  per  pound)  the  two  days 
that  followed  the  release  of  the  report. 

In  the  weeks  that  followed  the  pub- 
lication of  the  data,  the  market  has 
become  suspicious  of  the  numbers. 
And  with  good  reason.  The  report 
claimed  that  the  number  of  hogs 
available  to  market  in  the  180-pound- 
and-over  weight  class  was  9%  greater 
than  last  year.  Thus  the  number  of 
hogs  being  brought  to  market  now 
should  be  above  last  year.  In  fact, fewer 
hogs  are  being  brought  to  market. 
Therefore,  traders  are  wondering  if 
the  hogs  are  really  out  there.  Some 
argue  that  the  hogs  are  there  but  that 
farmers  have  been  too  busy  bringing 
in  the  corn  and  soybean  harvest  to 
bring  their  hogs  to  market.  But  if  that 
is  so,  why  weren't  they  too  busy  last 
year  at  this  time? 

Before  coming  to  any  conclusion, 
let's  look  at  the  rest  of  the  arguments. 
The  economy  could  improve  signif- 
icantly, allowing  a  greater  percentage 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
l  lellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


of  disposable  income  to  be  spent  on 
red  meat.  Pork  would  be  favored  over 
beef  as  it  still  sells  at  a  significant 
discount  to  beef.  Prior  to  the  release  of 
the  report,  demand  was  thought  by 
many  to  be  freezer  demand,  created 
by  packers  who  were  expecting  a  bull- 
ish report.  But  if  demand  is  really  con- 
sumption, then  prices  could  move 
substantially  higher.  The  high  price  of 
feed  could  induce  additional  liquida- 
tion of  breeding  stock.  While  this 
could  be  bearish  initially,  it  would  re- 
sult in  fewer  hogs  in  late  spring  or 
early  summer. 

But  the  bears  have  a  case,  too. 
With  everyone  expecting  a  bullish 
report  and  then  in  fact  it  comes  out 
bearish,  the  market  quickly  adjusts  to 


E 


ance  estimate  for  the  year  begu 
Oct.  1,  1980.  The  quarterly  nun 
in  the  estimates  below  are  bas^ 
the  Sept.  1  Hog  &  Pig  Report 

Shearson's  examination  of  thi 
port  has  led  them  to  several  co 
sions:  1)  They  believe  the  nurl 
presented  in  the  report  are  essenl 
correct.  However,  the  prospe 
supply  of  hogs  for  next  spring 
summer  could  still  change  con! 
ably  depending  on  how  hog  prodl 
perceive  expected  profit  margin 
The  price  estimates  presented  ii 
table  were  based  on  an  econoirj 
model  that  takes  into  account  thi 
pact  of  inflation  on  pork  belly  pi 
as  represented  by  the  producer 
index.  This  approach  tends  toi 
higher  price  estimates  than  the  a 
level,  because  pork  belly  prices 
do  not  fully  reflect  inflationary  tj 
on  a  year-to-year  basis.  3)  The  av 
cash  price  for  the  first  quarter  of 
is  estimated  to  be  56  cents, 
typically  means  that  the  price! 
range  between  52  cents  and  60  c 
The  February  contract  now  at 
mid-60-cent  level  appears  to  1 
least  5  cents  higher  than  is  justifi* 
this  analysis. 

There  appear  to  be  two  ways  ta  ;::?"3  $ 
the  information  presented  in  th: 


sihep 

in  3 1 


Bears  and  pigs  mix  it  up 


Current  estimates  of  projected  belly  supplies,  below  in  mil- 
lions of  pounds,  make  prices  too  high  by  5  cents  to  10  cents. 


Oct-Dec      Jan-Mar  Apr-June 


1980 

1981 

1981 

1981 

Carryover  (1st  day  of  quarter) 

25 

95 

87 

120 

Production 

776 

672 

692 

622 

Total  Supply 

801 

767 

779 

742 

Ending  Stocks  (last  day  of  quarter) 

95 

87 

120 

17 

Disappearance 

706 

680 

659 

725 

Estimated  average  price  per  pound* 

52  cents 

56  cents 

60  cents 

62  cc 

•At  Omaha  for  12-pound  to  14-pound  bellies 

Source  Shearson  Loeb  Rhoades  Inc  estint 

a  new  set  of  fundamentals.  If  the 
hogs  that  were  reported  to  be  avail- 
able in  heavier  weight  groups  actually 
start  to  show  up  at  the  slaughter- 
house, prices  will  once  again  contin- 
ue their  downward  move.  And  if 
packers,  who  were  decidedly  bullish 
prior  to  the  report,  decide  to  dispose 
of  stock  they  are  believed  to  have 
stashed  away  in  their  freezers,  addi- 
tional pressure  will  be  put  on  prices. 
Furthermore,  producers  who  were  ex- 
pecting a  bullish  report  apparently 
held  back  on  bringing  hogs  to  mar- 
ket. This  could  have  created  a  slight 
backlog  of  marketable  hogs. 

The  story  with  pork  bellies  is  very 
similar.  Shearson  Loeb  Rhoades  Inc. 
has  prepared  a  belly  supply-disappear- 


port.  The  first  and  riskiest  appr 
would  be  to  sell  the  February  I 
contract  above  66  cents  per  po 
Unfortunately,  the  stop  musl 
placed  no  closer  than  73  cents.  I  wi 
be  looking  for  a  sell-off  to  the  60 
level.  A  more  conservative  appn 
would  be  to  set  up  a  bear  sprea 
bellies  by  buying  July  and  selling  I 
with  July  at  no  more  than  a  50-p 
premium  to  May.  In  this  case,  I  w 
be  looking  for  May  to  drop  to  a 
point  discount  to  July. 

The  margin  on  an  outright  s 
position  in  bellies  is  $1,200  wi 
round-turn  commission  of  $65. 
margin  on  a  belly  spread  is  $700, 
a  round-turn  spread  commissio 
about  $85.  ■ 
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lue  Line  looks  at . . . 

lajor  Stocks 

With 
/E's  Under  6 

And 
jelds  Over  7% 

lis  the  potential  to  double  in  price 
din  3  to  5  years. 

fcng  1700  major  stocks  under  its  continuing  re- 
B,  The  Value  Line  Investment  Survey  now  finds  .  .  . 
IU7  stocks  are  selling  at  less  than  6  times  esti- 
mated current  earnings  .  .  .  compared  with  past 
jJ/E  ratios  up  to  10  times  or  higher. 

||I3  of  these  low-P/E  stocks  also  offer  Appreciation 
potentials  in  the  next  3  to  5  years  of  more  than 
|p0%.  .  .  based  on  Value  Line's  estimates  of  their 
ijarnings  and  P/E  ratios  in  that  future  span.  (33 
Uffer  long-term  Appreciation  Potentials  of  more 
-man  200%.) 

bi  addition,  a  significant  minority  of  these  "com- 
|[ination"  stocks  currently  yield  from7%  to  10.8%, 
i  ased  on  our  estimate  of  dividends  in  the  12 
Tionths  ahead.  (In  many  of  these  stocks,  moreover, 
lie  look  for  sizable  dividend  increases— from  50% 
p  100%— in  the  next  few  years.) 
L  we  urge  you  nor  to  leap  into  stocks  like  these, 
fej  as  they  may  sound,  without  also  checking  Value 
|!'s  current  ratings  for  Probable  Price  Performance 
r— most  importantly— Safety.  This  is  easy  to  do: 

iDATED  EVERY  WEEK 

ivy  week,  Value  Line's  regular  Summary  &  Index 
rents  up-to-date  ratings  of  EACH  of  1700  stocks 
wive  to  all  the  others,  as  follows  .  .  . 
I  Rank  for  Probable  Price  Performance  in  the  Next 
I  12  Months— ranging  from  1  (Highest)  down  to  5 
/  (Lowest). 

j  Ratings  for  Investment  Safety  (from  1  down  to  5). 

1  Estimated  Yield  in  the  Next  12  Months. 

I  Estimated  Appreciation  Potential  in  the  Next  3  to 
i  5  Years — showing  the  future  "target"  price  range 
|  and  percentage  change  from  current  price. 

I  P/E  ratio  and  current  price,  plus  estimated  annu- 
al earnings  and  dividends  in  current  12  months. 
|  Also  latest  quarterly  results  against  a  year  ago. 

JS  FULL-PAGE  REPORTS 

Edition,  each  of  the  1700  stocks  is  the  subject  of  a 
prehensive  new  full-page  Rating  &  Report  at  least 


once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead.  About  130  new  full- 
page  Reports  like  this  are  issued  each  week  .  .  .  1700 
every  13  weeks.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment 
Survey  (with  30-day  money-back  guarantee)  for  the 
next  10  weeks  for  only  $33— about  HALF  the  regular 
rate— if  no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  2  bonuses: 


BONUS  #1— Value  Line's 
2000-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks.  .  .  .  fully 
indexed  and  looseleaf-bound 
for  easy  reference,  and  sys- 
tematically updated  by  new 
full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  min- 
ute a  week. 


Evaluating 
C  iimmiin 

Stocks 


BONUS  #2—  Evaluating  Common 
Stocks,  by  Arnold  Bernhard,  Value 
Line's  founder  and  research  chief, 
revealing  methods  of  stock  evaluation 
that  took  decades  to  develop.  You 
KEEP  this  book  even  if  you  return  the 
other  material  for  your  money  back. 


PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 


p--------- ------ —— m 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  71 1  Third  Avenue,  New  York,  N  Y.  10017 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above.  Check  for 
$33  is  enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 

ONE  YEAR  SUBSCRIPTION 

□  1  year  (52  issues)  $330.  Special  Extra  Bonus:  A 
famous  make  pocket-size  Credit  Card/Calculator 
(with  full  memory)  given  to  you  as  a  bonus  when  you 
order  for  one  year— and  send  payment  now. 
Please  Charge  To: 

□  AMERICAN  EXP.  □  VISA  □  MASTER  CHARGE 
Account  #   


Expiration  Date 


SIGNATURE 

NAME  (please  print) 

ADDRESS 

APT.  NO. 

CITY  STATE 

ZIP 

(NY  residents  add  sales  tax.) 
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Market!  rends 


It  is  a  sidelight  of  economic  history  that  the 
most  promising  innovations  spawned  few 
fry  that  matured  into  wise  old  trout. 

BUBBLE,  BUBBLE, 
BUBBLE 


By  Martin  T.  Sosnoff 


A  FEW  YEARS  AGO  I 

wrote,  "By  1980,  ev- 
eryone should  be 
disgusted  with  the 
stock  market  and  un- 
derinvested.  Then, 
when  the  economic 
cycle  turns  fair,  the 
amount  of  cash 
stampeding  back 
into  stocks  will  be 
clocked  in  tens  of  billions.  The  mar- 
ket finally  will  move  from  800  or  900 
to  1600,  and  everyone  will  think 
stocks  are  cheap.  Just  as  they  are  not 
cheap  today  because  there  is  nobody 
left  to  buy  any  more  of  them.  We  are 
all  captives  of  our  nonperformance 
histories."  Not  bad! 

Until  a  few  years  ago,  the  profes- 
sional investor  was  a  professional 
speculator.  All  those  guys  in  white 
Oxford  shirts  with  neat  mahogany 
desks  clocked  orgasms  over  comput- 
er companies,  nursing-home  opera- 
tors, mobile-home  builders  and  oil 
drillers.  The  name  of  the  game  was 
growthmanship  at  any  price.  No- 
body wanted  to  know  about  General 
Motors  or  U.S.  Steel — economic  cy- 
cles were  too  short  and  snappy  to 
bother.  If  you  could  find  a  company 
that  grew  in  good  times  or  bad — it 
didn't  matter  what  you  paid  for  it — 
eventually  growth  bailed  you  out. 
Today,  we  are  trapped  in  the  same 
bubble. 

It  is  no  secret  that  the  professional 
investor  chooses  to  hang  for  a  wolf 
rather  than  a  sheep.  If  we  are  to  lose 
the  game  of  musical  chairs,  better  to 
speculate;  there  is  no  long  run.  The 
impossibility  of  making  money  as  a 
conservative  has  turned  the  profes- 
sional into  a  bull  market  operator. 
And  clients  are  loving  it.  They  have 
lost  too  much  money  in  the  bond 


Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


market  for  too  long  and  here  are 
Schlumberger,  Texas  Instruments  and 
Computervision,  or  whatever,  ratch- 
eting up  3%  a  month,  36%  a  year,  or 
more.  Today  we  are  throwing  away 
our  bonds  yielding  13%  for  a  lot  of 
goods  selling  at  20  times  current  earn- 
ings power  and  at  enormous  multiples 
of  book  value.  Woof! 

In  the  Sixties  and  Seventies,  every- 
one got  caught  up  in  the  magic  of 
technological  leverage,  whether  it 
was  semiconductors,  computers,  jet 
engines,  color  television  or  kidney 
dialysis  machines,  and  we  overpaid. 
It  was  fashionable  to  extrapolate 
earnings  of  growth  companies  out  at 
least  five  years  to  rationalize  prices  at 
10  times  book  value.  Until  recently, 
with  the  stock  market  selling  near 
book  value,  Wall  Street  extrapolated 
dividends  of  these  same  companies 
in  order  to  justify  yields  that  would 
be  more  competitive  with  long-term 
interest  rates.  Nobody  talked  about 
growth  for  growth's  sake,  and  the 
excitement  of  story  investing  lay 
buried  with  the  conglomerates  of  the 
late  Sixties. 

It  is  a  sidelight  of  economic  history 
that  the  most  promising  technologi- 
cal innovations  spawned  few  fry  that 
matured  into  wise  old  trout.  Yes, 
there  are  Texas  Instruments,  Digital 
Equipment,  Hewlett-Packard  and 
Boeing.  But  the  disasters  are  legion: 
Ampex  and  Lockheed  are  coming 
back  from  the  shadows  of  bankruptcy. 
Control  Data  today  is  mainly  a  fi- 
nance company  and  RCA  bought  a 
tufted-carpet  producer  and  a  car  rental 
operator  when  the  color-TV  boom  pe- 
tered out.  Sadly,  there  aren't  more 
than  a  hundred  stocks  that  show  com- 
pounded price  appreciation  of  10%  or 
better  during  the  past  decade. 

Why  aren't  all  those  M.B.A.s  Har- 
vard cranks  out  smart  enough  to  com- 
pound client  money  consistently? 
Tv/o  sides  to  this  question,  the  intel- 
lectual and  the  emotional.  The  intel- 
lectual explanation  is  the  faulty 
framework  the  pros  brought  to  the 


problem.  Nobody  could  envision 
12%  rate  of  inflation  the  country 
caught  up  in  during  1973-74  and  t 
in   1979,   and   this  condition 
matched  by  interest  rates  soarin, 
unprecedented  levels  at  a  time  w  i 
the  economy  was  losing  moment 
Stagflation  blind-sided  all  the  qua:  j» 
backs  who  found  themselves  stuc  be Boan 
the  middle  of  the  field  with  nowl 
to  hide.  What  were  stocks  worth  n 
environment  of  sharply  accelcra 
inflation?  Obviously,  very  little. 

The  emotional  profile  of 
money  managers  is  equally  di: 
certing.  There  are  too  many  big 
that  get  that  way  from  narcissus; 
tendencies  bom  of  insecurity  a 
weak  self-image.  That  sort  crav 
constant  stream  of  successes  to  i  - 
off  depression.  Neurotics  who  marj  ihscer 

prer  Te 
Btnnj 


lolls  \ 


other  people's  money  swing  for 
fences.  They  take  unnecessary  r 
in  the  hope  of  landing  in  the  mo 
managers'  hall  of  fame — billions  ir 
sets  pouring  into  their  hands,  th 
claim  of  clients,  peers  and  bo 
Most  of  them  fail,  burned  out  by 
subliminal  bullishness  and  their  e:  at',  r 
tional  commitment  to  being  right  .; 
omnipotent.  Few  men  on  Wall  St  ilmn 
understand  that  there  are  probli  "ir.: 
that  can't  be  solved  by  the  applical  t  at 
of  brainpower  alone. 

Every  generation  makes  the  si   ire >o 
mistake  of  inventorying  exces  ulpoi 
risk,  egged  on  by  clients  who  she  ;~ : ; 
know  better.  Today's  institutional §: 
ents  are  saying,  "We  don't  care  tc 
the   bond-equity  allocation.  Th 
your  job.  Just  get  us  a  rate  of  ret 
30%  better  than  inflation."  In  oi 
words,  watch  your  ass  but  get  i 
good  return.  Eventually  this  caus 
big  problem.  Within  a  few  years 
eryone  will  step  up  to  80%  allocati 
in  equities,  and  then  watch  out.  Tl 
is  no  Federal  Reserve  Board  aroun 
buy  stocks  when  the  setting  ti  - 
bleak.  Remember  1974? 

It  is  worth  pausing  to  ponder  w 
stocks  are  really  worth  today  and 
be  worth  tomorrow.  The  Standan 
Poor's  industrials  sell  at  150  or  i 
times  next  year's  earnings.  If  earni 
recover  next  year  and  grow  anot 
10%  in  1982,  to  perhaps  $18  a  sha 
the  index  could  be  at  180,  or  2 
higher  than  at  present.  This  gener 
appraisal  assumes  an  earnings  mi 
plier  of  ten,  which  is  only  possibl 
inflation  is  in  single  digits  and  lc 
term  interest  rates  back  off  from  1 
to  11%.  Otherwise,  one  would  sui 
do  better  owning  intermediate-t< 
bonds  yielding  13%.  Right  now 
body  cares  about  bonds.  Bond  tra< 
are  in  the  doghouse  all  over  V 
Street.  The  Salomon  Brothers  A 
Bond  Index  is  now  negative  by  5% 
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K3NEY&  INVESTMENTS 


HIGH  TAX  BRACKET  INVESTORS: 

TAX-FREE  INCOME,  PLUS 
MONEY  MARKET  STABILITY. 


ft<year  even  after  interest  credited, 
li, spring  rally  dissipated  by  a  Federal 
ag:rve  Board  that  panicked  when 
ijnoney  supply  moved  by  them  like 
sfewball.  Everyone  has  overreacted 
she  Board's  tightening  despite  the 
|fously  weak  economic  data  and  a 
B  unruly  index  of  inflation, 
ft:  September's  end,  the  stock  mar- 
e  seemed  poised  for  a  swan  dive,  the 
|Btv-nothings  quoted  ad  nauseam  in 
§!  inside  back  page  of  the  Wall  Street 
mtal  crowed  that  the  money  supply 
piled  uncontrollable.  Then  just  as 
is  the  money  supply  dried  up  for  a 
kk  and  the  market  spurted  50 
I  ts.  This  silliness  underscores  the 
■ish  scent  in  the  air.  They  are  fight- 
lover  Texas  Instruments  and  that 

■  cutting  through  ten-year  triple 
m  on  the  charts.  It  has  taken  that 

■  to  grow  another  generation  of 
«'  bulls  who  choose  to  project  earn- 
k  power  out  a  few  years  to  justify 
pent  value.  Texas  Instruments  is  at 
lames  next  year's  generous  earn- 

■  consensus. 

tnll  markets  bubble  up  froth.  Why 
n  There's  a  rash  of  convertible  of- 
faigs  at  premiums  ranging  up  to 
tfii  in  companies  which,  to  be  gener- 

■  are  something  less  than  funda- 
Ktal  powerhouses.  What  a  blatant 
pmonial  to  inexpressible  specula- 
it  and  underwriting  legerdemain, 
fiyone  is  overlooking  the  enor- 
ws  premiums  over  book  value  for 
li  bunch  of  misfits  that  include  a 
snurant  operator  who  has  gallantly 
;  smogrified  Automats  into  Burger 
p;s;  a  franchised  installer  of  tele- 
|.'ies  selling  at  4  times  book  value 
|ra  communications  network  oper- 
li  who  undersells  Ma  Bell  but  so  far 
i;/et  to  bring  revenues  down  to  the 
pm  line.  (Your  broker  can  identify 
I  e  ragamuffins.) 

I*  you  care  to  sober  up,  scan  the 
U-  on  the  elongation  of  valuations 
lig  on  just  the  past  few  months. 


I  chnology  stock  multiple  expansion 

j   (Trailing  12-months'  multiple) 


'  >any              June  30 

Sept.  30 

Chang 

:  putervision 

23 

42 

83% 

:  point 

14 

23 

64 

I  :al  Equipment 

13 

17 

31 

11 

13 

18 

Com 

26 

38 

46 

i  lyne 

27 

42 

56 

e  Computer 

20 

37 

85 

M 

22 

38 

73 

mfic-Atlanta 

23 

33 

43 

5  Labs 

21 

32 

52 

Source:  Dean  Witter  Re\noldi 


Now  get  tax-free*  income  with  money 
market  stability  and  liquidity.  Fidelity 
Tax-Exempt  Money  Market  Trust ,  for  a 
minimum  investment  of  only  $20,000, 
gives  you  these  additional  benefits: 

1.  Constant  $1  Share  Price. 

2.  Daily  Tax-Free  Income. 

3.  Check  Redemption  &  Wire  Liquidity. 
If  your  tax  bracket  is  50%  or  higher,  call 
today  for  current  yield  and  more  facts. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  (C17)  523-1919 


*A  portion  may  be  subject  to  state  or  local  taxes. 


FIDELITY 

TAX-EXEMPT 

MONEY  MARKET  TRUST 

Designed  for 
accounts  of  $20,000  or  more 

P.O.  Box  832,  Dept.  JB  111080 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  information,  includ- 
ing fees  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest. 


Name 


Organization 


Tel. 


City  Slate  Zip 

D  Personal    D  Professional  Advisor    Q  Institutional 


The  biggest  mouth 
you  feed 
is  your  Tax  Bite* 


It's  not  fussy.  It  will  eat  anything.. .your  earnings, 
savings  interest  and  investment  income.  But 
there  is  a  way  to  curb  your  Tax  Bite's 
ravenous  appetite.  It's  called  the  Rowe  Price 

Tax-Free  Income  Fund. 
•  Tax-Free — no  income  tax  for  the  IRS*. 
No-Load — no  sales  charge  or 
redemption  fee. 

•  Prompt  Liquidity — by  calling  toll  free 
or  simply  writing  a  check. 

Low  Minimum — as  little  as  $1,000 
j)  can  start  you  receiving  tax-free  income. 
•  Easy  To  Purchase — send  in 
the  coupon  or  call  toll  free 
1-800-638-5660. 


ROWE  PRICE  TAX-  FREE 
INCOME  FUND,  INC. 

100  E.  Pratt  St.,  Baltimore,  Maryland  21202 
Name  


A6 


Address . 
City  


State  _ 


Zip_ 


;  1978  T  Rowe  Price  Associates.  Inc 


For  more  complete  information,  including  manage 
ment  fee  and  other  charges  and  expenses,  obtain  a 
prospectus.  Read  it  carefully  before  you  invest 
or  send  money. 

"Income  may  be  subject  to  state  and  local  taxes. 
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M(  >NEY&  INVESTMENT! 


Now  that  we  expect  politicians  to  run  our 
economy,  it  would  be  sensible  to  elect  those 
who  know  something  about  economics. 

THE  POLITICS  OF 
FINANCIAL  CRISIS 


By  Ashby  Bladen 


economic 
The  main 
that 
now 
that 


Our  economic  sys- 
tem is  in  unprece- 
dentedly  poor  condi- 
tion to  finance  an 
recovery, 
reason  is 
inflation  has 
gotten  so  bad 
even  during  a 
recession  interest 
rates  no  longer  fall 
far  enough,  or  stay  down  long  enough, 
to  permit  businesses  and  financial  in- 
stitutions to  refund  their  short-term 
debts  with  long-term  borrowings.  The 
first  victims  of  this  illiquidity  are  like- 
ly to  be  the  recovery  in  housing  con- 
struction and  perhaps  the  automobile 
industry. 

With  respect  to  specific  details,  in 
my  last  column  I  mentioned  Alex- 
ander Paris'  book,  The  Coming  Credit 
Collapse,  and  recommended  that  any- 
body who  still  doubts  that  we  are 
heading  for  a  crisis  get  it  and  read  it 
carefully.  That  is  very  important  for 
your  own  financial  future  because  you 
will  handle  your  affairs  very  different- 
ly if  you  believe  that  a  financial  crisis 
is  brewing  than  you  will  if  you  are  still 
skeptical.  For  more  up-to-date  figures 
you  might  take  a  look  at  the  first 
article  in  the  September  issue  of  the 
Federal  Reserve  Bulletin,  which  details 
the  declining  liquidity  of  nonfinancial 
corporations  through  the  first  half  or 
this  year. 

As  for  financial  businesses,  they 
have  liquidity  problems  of  their  own. 
American  commercial  banks,  mainly 
the  large  money  center  banks,  have 
accepted  short-term  deposits  from 
the  oil-exporting  countries  and  lent 
the  funds  at  longer  term  to  finance 
the  balance-of-payments  deficits  of 
the  nonoil-producing  less-developed 


Ashby  Bladen  is  senior  vice  president -invest- 
ments for  the  Guardian  life  Insurance  Co  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


countries.  That  exposes  American 
banks  to  a  liquidity  risk,  in  addition 
to  the  moral  risk  involved  in  lending 
to  sovereign  countries  and  the  credit 
risk  involved  in  lending  to  poor  ones. 

Thrift  institutions — savings  banks 
and  savings  and  loan  associations — 
are  already  in  trouble  because  the  bulk 
of  their  assets  are  long-term,  fixed- 
interest-rate  mortgages.  The  yields  on 
their  portfolios  can  rise  only  as  fast  as 
the  old  mortgages  are  paid  off  and  the 
funds  are  reinvested.  That  is  much 
less  fast  than  market  rates  of  interest 
can  rise  these  days. 

However,  as  Ben  Weberman  point- 
ed out  in  a  recent  Forbes  column,  the 
Depository  Institutions  Deregulation 
and  Monetary  Control  Act  of  1980 
considerably  broadens  the  investment 
powers  of  thrift  institutions.  It  is 
most  probable  that  from  now  on  they 
will  de-emphasize  mortgages.  Indeed, 
by  the  end  of  next  year  I  expect  the 
traditional  fixed-interest  mortgage  to 
be  virtually  extinct.  But  it  is  the  liabil- 
ities side  of  the  balance  sheet  that  will 
give  thrift  institutions  the  most  trou- 
ble. Forty  percent  of  their  deposits  are 
now  CDs,  which  are  far  more  volatile 
and  interest-rate  sensitive  than  the 
traditional  passbook  savings  ac- 
counts. And,  as  I  said  before,  even  if 
the  thrift  institutions  were  legally  per- 
mitted to  pay  the  interest  rates  re- 
quired to  retain  their  deposits  as  mar- 
ket yields  rise,  they  could  not  afford  to 
do  so. 

Finally,  there  are  the  life  insurance 
companies.  Several  of  them  failed  to 
foresee  the  credit  crunch  of  1979-80, 
and  so  got  squeezed  between  heavy 
forward  loan  commitments  and  the 
huge  increase  in  policy  loans  and 
cash  withdrawals  on  account  of  poli- 
cy surrenders.  They  financed  the 
squeeze  by  issuing  commercial  paper. 
In  my  judgment,  that  is  just  about 
the  most  dangerous  thing  they  could 
do.  If  they  borrow  from  the  banks 
instead,  when  the  next  crunch  comes 
and  their  friendly  banker  asks  them 
to  pay  off  the  loan  they  could  say,  "I 


don't  have  the  money."  That 
the  banker  with  two  choices 
could  put  them  into  default,  in  vt 
case  he  would  have  to  carry 
debts  as  bad  loans.  Or  he  could  n 
that  this  is  merely  a  temporal 
quidity  squeeze  on  an  othei 
sound  and  solvent  institution 
play  along  with  them.  Obviousl 
would  prefer  to  do  the  latter 

On  the  other  hand,  if  a  corn 
has  its  outstanding  commercial 
mature  at  a  time  when  market  o 
tions  make  it  impossible  to  sell 
paper  to  replace  the  old,  it  is  ii 
trouble.  Next  year  will  be  oi 
which  there  are  likely  to  be 
large  and  unexpected  corporate  I 
ruptcies.  In  my  opinion,  the  risk 
the  commercial  paper  market  wi 
up  again,  as  it  did  in  1970  afte 
Penn  Central  Railroad  failed,  is 
ceptably  great. 

The  central  problem  is  this 
now  expect  the  politicians  to  n| 
economy  for  us.  It  would  be  a  se: 
idea  to  nominate  and  elect  thosi 
know  a  good  deal  about  econcj 
We  have  not  and  will  not  do  ti 
any  great  extent  this  year.  So 
afraid  that  we  are  in  for  at  least 
more  years  of  continuing  and  ml 
fying  financial  crunches  and  cris 

Speaking  more  generally,  duriri 
last  ten  years  the  American 
and  their  political  leaders  have  cd 
tently  refused  to  face  up  realist] 
to  their  problems,  with  the  resuli 
the  problems  are  now  becoming  < 
in  many  areas,  not  merely  the  f 
cial  one.  You  may  recall  that  a  d^ 
ago  President  Nixon  told  us  that 
nam  was  probably  the  last  waij 
we  would  ever  fight,  and  thai 
could  safely  go  to  an  all-volui 
military  establishment.  President 
on  did  not  know,  and  probably  di) 
very  much  care,  whether  the  v| 
teer  army  would  work — it  ]ust  lc 
like  a  politically  expedient  idea  i 
time.  Now 'we  find  that  it  dc 
work  very  well;  and  at  the  same 
that  the  Western  alliance  faces 
tential  crisis  in  the  Middle  East 
could  be  economically  disastrou 
ability  of  the  U.S.  to  influence  e 
in  distant  places  is  the  lowest  i 
been  since  the  Cold  War  began  a 
of  a  century  ago. 

In  the  circumstances,  I  believe 
interest  rates  have  already  climb 
a  level  that  makes  the  potential  fl 
available  from  most  common  s 
relatively  unattractive,  and  the  j 
ing  risk  of  a  military  or  a  fina 
crisis — or  both — is  a  further  reaso 
caution.  ■ 
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Flashbacks 


Edited  ByDero  A.  Saunders 


e  more  things  change. . .  ." 
5  from  past  issues  of  Forbes 

ears  ago  in  Forbes 

he  turn  coming:  That's  the  ques- 
le  lips  of  all  business  men.  After 
g  pros  and  cons  of  the  whole  situ- 
1  both  bankers  and  business  lead- 
itor  B.C.  Forbes]  would  submit 
ie  majority  analysis  of  the  out- 
ere  unsettlement  prevails  today, 
obably  will  become  worse  until 
um  of  the  year.  .  .  .  On  the  other 
v  materials  and  commodities 
ve  already  tumbled  severely  are 
to  begin  shortly  to  exhibit  firm- 
;n  retailers  lower  their  prices  in 
with  the  cost  of  raw  materials,  a 
evival  in  buying  is  looked  for 
n  1921. 

larity  of  "home  brew"  is  not 

ts  reactions  in  the  industrial 
mark  the  high  price  of  raisins 
owing  demand  for  bottles  and 
:  Owens  Bottle  Company  has 
let  earnings  of  nearly  $8  a  share 
ommon  stock  for  the  nine 
ended  Sept.  30,  as  compared 
$5  a  share  in  .  .  .  1919. 

are  gathering  for  a  clash  be- 
lital  and  labor.  The  ugly  possi- 
the  situation  are  illustrated  by 
pened  in  New  York,  when  de- 
r  higher  wages  by  teamsters 
counter  demands  by  employers 
Tien  must  increase  their  work- 

r;  nine  hours  to  ten  hours  and 
Lvertime  being  paid  by  minutes 
Ijf  by  the  hour — all  without  any 
Ijvhatsoever  in  wages.  .  .  .  Simi- 


•pments  are  likely  to  break  out 
■  points  throughout  the  country. 

lis  now  the  world's  largest  coal 
jln  the  eight  months  ending  Au- 
1.0,  our  exports  of  coal  were 
■0  tons,  while  those  of  Great 
hre  ...  but  18,375,000  tons. 

jlook  for  riches  in  the  rural  dis- 
ilroughout  our  entire  history  the 
lie  land  have  been  flocking  to  the 
hearch  of  opportunity,-  but  the 
jirises  whether  big  opportunities 
I:  found  and  developed  on  the 
1  cities  have  never  produced  as 
.jilth  as  the  country  has  done;  and 
jable  that  the  time  has  already 
hen  our  people,  exclusive  of  the 
It  10  per  cent,  can  earn  more  per 
jhe  country  than  in  the  city.  The 
|ilth  production  of  the  U.S.  in 
i  about  $54,000,000,000.  Of  this 
'\00,000,  the  cities  last  year  pro- 
put  23  billions,  while  the  other 


31  billions  came  from  the  ground.  One 
usually  thinks  of  mining  enterprises  as 
though  they  contained  endless  possibili- 
ties of  sudden  wealth;  and  yet  of  that 
which  came  from  the  ground  last  year, 
only  5  billions  consisted  of  mineral  prod- 
ucts, including  gold,  silver,  petroleum, 
coal  and  all  the  rest,  while  25  billions  were 
agricultural  products. 

Fifty  years  ago 

Forbes  believes  that  the  initiative  in  ush- 
ering in  general  betterment  must  come 
mainly  from  the  top.  Small  business  men, 
workers  and  others  lower  down  the  finan- 
cial scale  cannot  be  expected  to  exhibit 
courage  if  only  cowardice  is  exhibited  in 
the  highest  circles.  The  rank-and-file  are 
most  unlikely  to  resume  normal  spending 
if  they  are  to  witness  a  constant  drum-fire 
of  reduced  dividends,  the  further  whole- 
sale discharge  of  workers,  continued  de- 
clines in  raw  material  prices  because  of 


apparently  well-founded  reports  from 
Berlin  that  German  aviation  engineers 
are  working  on  a  super-speed  airplane, 
called  the  Stratosphere.  The  new  plane  is 
reported  to  be  designed  for  an  altitude 
between  35,000  and  40,000  feet  and  for  a 
speed  of  around  500  miles  an  hour.  .  .  . 
Germany  is  now  working  on  this  new 
plane  probably  for  trans-ocean  flying, 
since  at  such  a  speed  it  could  make  the 
flight  from  Berlin  to  New  York  in  only 
six  hours. 

Twenty  five  years  ago 

Touted  for  decades  as  the  U.S.'  No.  1 
growth  industry,  and  more  recently 
spoken  of  among  trend-takers  as  eco- 
nomic bellwethers,  the  nation's  chemi- 
cal companies  last  month  were  popping 
the  stoppers  from  their  test  tubes.  The 
only  industry  to  sell  to  the  Department 
of  Commerce's  entire  list  of  72  basic 
industry  groups,  chemicals  are  riding  an 


The  1956  model  Lincoln  Continental  Mark  II 
At  $8,800,  the  most  expensive  U.S.  car. 


withholding  of  orders  for  future  delivery, 
the  sinking  of  stock  market  values  below 
panic  levels  and  other  indications  that  fear 
still  rules  those  directing  the  destinies  of 
our  largest  enterprises. 

The  "Five-Cent  Fare,"  the  football  of 
New  York  City  politics,  and  around 
which  several  municipal  campaigns 
have  been  waged,  and  won,  by  Tamma- 
ny Hall,  is  doomed,  according  to  a 
memorandum  submitted  by  Professor 
Lindsay  Rogers  of  Columbia  University 
to  the  City  authorities.  Adherence  to 
present  methods  of  financing,  the  Pro- 
fessor reports,  after  a  thorough  investi- 
gation, will  mean  that  the  five-cent  fare 
can  be  saved  only  by  much  higher  tax 
rates  or  the  sacrifices  of  the  needs  of 
other  public  services. 

Considerable  interest  has  been  displayed 
by  aviation  authorities  in  this  country  in 


unprecedented  tide.  Up  and  down  the 
land,  from  gargantuan  $2.9-billion  (as- 
sets) du  Pont  to  $70-million  Commercial 
Solvents,  it  seemed  that  anyone  who 
could  distinguish  between  a  Sterno  stove 
and  a  Bunsen  burner  was  compounding 
the  kind  of  sales  and  profits  that  would 
kindle  respect  in  the  coldest  skeptic.  .  .  . 
The  first  19  chemical  companies  to 
break  out  earnings  sheets  covering 
1955's  first  nine  months  had  a  remark- 
able story  to  tell:  their  combined  sales 
rose  18%,  profits  33%. 

Relative  status  of  air  and  sea  carriers  in 
the  battle  for  the  tourist  dollar  may  be 
changing.  Ship  fares  are  expected  to  go 
up  late  in  1956  for  the  first  time  since 
postwar  tourism  became  a  big  industry,- 
air  fares  may  go  down  as  jet  aircraft, 
which  can  carry  heavier  payloads  than 
propeller-driven  craft,  go  in  service. 
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REAL  ESTATE 


REAL  ESTATE 


WE  KNOW 
COLORADO  RANCHES  &  FARMS 

Any  size:  60  to  60,000  acres.  Western  slope;  trees, 
mountains,  hunting,  with  streams  or  rivers  for  fishing. 
Close  to  skiing.  Eastern  plains  or  foothills,  dryland 
wheat  or  irrigated  farms.  No  matter  the  size  or  type, 
if  you  want  a  ranch  or  farm  let  us  know  what  you  arc 
looking  for.  If  we  don't  have  it  we  can  help  you  find  it. 


"LET  US  PUT  YOUR  BRAND  ON  A  RANCH" 


ORR  LAND 


4455  HARLAN  STREET 
WHEAT  RIDGE,  COLORADO  80033 
(303)  424-5010 
RANCHES  FARMS.. 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


An  Alternative  To 
The  $23  Button  Down 
0urs...$15™ 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 


Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  \AVtAVh  / 32-35. 


Huntington  (fiiothtpra  | 

2258  E  MAIN  ST  •  COLUMBUS  OHIO  43209 
Order  Toll  Frae  800  848-6203  in  Ohio  614-237  5695 

Please  send  me  100%  cotlon  shrrt(s)  @  $15  50  ea  ■ 
Add  S2  00  lor  ship  &  ms  regardless  ol  quantity  I 


Size 


Pers  CK 
Card  No  _ 
Exp  Date 
Signature  _ 
Name  


_  White          Blue  I 

Oly 

Visa         Am  Exp 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  slated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150 

Hampton  Mali,  £td. 

corporate  fashion 

51  East  42nd  Street  •  Department  FB-  II 
New  York,  N  Y  10017  •  (212)  MU  7-6810 


Mstr  Chg  Bank  No 


Acldress_ 
City  


I  State  _ 


FM 


HAPPINESS  IS  A  ROLLS-ROYCE, 

collectible  motor  car,  yacht,  airplane, 
premium  property,  art,  antiques  plus 
many  more  rewards  of  success.  Ful- 
fill your  dreams  and  fantasies  with  12 
monthly  issues  of  "The  Magazine  for 
Connoisseurs"  for  $45.  Call  toll-free 
800-228-2606  (in  NE  800-642-8777). 
Outside  USA,  (404)  256-9470,  ext.  34. 
THE  ROBB  REPORT,  P.O.  Box 
720317-RK,  Atlanta.  GA  30328. 


DISCOUNT  TRS-80*    DEALER  A30l" 
COMPUTE*  SPtCIAUSTS 


Up  to  15%  Discount 
on  TRS-80's 

26  1051  4K  LEVEL  I  $  424  00 

26  1056  I6K  LEVEL  II  670  00 

26  4002  64K  I  DRIVE         3466  00 
1-800-841-0860  toll  free 
micro  management  systems.  inc. 

Downtown  Flora  Shopping  Center 
1 15  C  Second  Av  ,  S  W. 
Coiro.  Georgto  31728 
[912)  377-7120  Go  Phone  No 


REAL  ESTATE 


REAL  ESTATE 


Introducing  .  .  . 

Admiral's  Row 

Two-Bedroom  Oceanfront  Condominiums 

£89,900/89,000  down 


An  exclusive  offering  of  Hilton  Head  Island  Beach 
and  Tennis  Resort.  These  lovely  oceanfront 
condominiums  are  tastefully  furnished  and  completely 
accessorized.  And  must  importantly— 
90%  financing  is  available.  An 
exciting  ground  floor  opportunity! 

(  all  collect  803-785-8666. 

HILTOX  HEAD  ISLAND 


r 


BEACH  &  TENNIS 
RESORT 


Forte 


■00-327- 

please  f 

■ecu 

Bite  progr. 
0JKH)  aware 
c  ri  pasi  - " 
prim  doubi 
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[REE  MC 
REPOI 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To 


opsider  Homes 


P.O.  Box  849  F 
Yadkinville.  N  C  27055 
919-679-bB46 


MONTANA  FARi 


MAJOR  PRICE  REDUC 


jwty  <t 

SiKIStS 

gctat 


an  hours. 
Provtn  n 
ipji;  ■ 

!.  Write 
lattmi 

IrUTC'C 


20,000  deeded  acres  located 
one  hour  of  Billings.  3300  aci 
der  pivot,  2700  acres  dryland 
14.000  acres  of   rangeland  wi  .: 
ditional    adjoining   State  and 
grazing.     Price  reduced 
$6,500,000.00   to  $4,825,000. 
over  $3,700,000.00  in   long  „ 
nancing  in  place 

HALL  AND  HALL 

(Exclusive  Agents  for  Seller  ■ 
P.O.  Box  1924  ] 
Billings,  Montana  59103  tm& 
(406)  252-2155         §r:.i  HY. 

MET.  19! 


'•Si  Services  t 
lBf;':':  : 


FLORIDA  LAND 

On  St.  Johns  River:  30,000  acres 
undeveloped  land,  18  miles  east  of 
Orlando,  between  State  Roads  46 
&  50.  Contact  owner: 

NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


EXECUTIVE  GIFTS 


FREE  CATALOG 

Big  .  .  .  Free  FALL  1980 
describes  and  pictures  more  thi 
farms,  ranches,  acreages,  recreflnt  onecl 

properties,  businesses,  town  am  OiersesssiO 
try  homes  in  43  states  coast  Ut  rtM'iac: 
Please  specify  type  and  locatiU^-:  wfi 
ferred. 

UNITED  FARM  AGENC 

612-Y  W.  47th  Street 
Kansas  City,  MO.  641 
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MISCELLANEOUS  FOR  S 


TRS-80  COMPUTERS 

As  a  Radio  Shack  »  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer- 
ican Electronics,  Inc..  we  can  sell  them 
for  less.  No  taxes  collected  on  out-of- 
state  shipments.  We  pay  shipping  &  in- 
surance. 

TOLL  FREE  800  531  7466 
Texas  &  Main  No.  512  581-2765 
1 1 17  Conway.  Mission,  Texas.78572 


GENUINE  GEMSTONES 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Ti 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE.  KENTUCKY  421 
TOLL  FREE  SERVICE  1-800-629 


HOME IM 
III  ORDER 

fa$sin  pre 


tent.  Fa 
Stilts  you. 
Meninges*, 

line J ' , 


IDEAL  "LITTLE"  GIFT 
FOR  A  SPECIAL  PERSON! 
KLYTAIMNESTRA,  WHO 
STAYED  AT  HOME-by  Nancy 
Bogen,  a  passionate,  witty  tale  of 
homefront  happenings  during  the 
Trojan  War.  Sure  to  delight!  Send 
$7.75  (ppd)  to  The  Twickenham 
Press,  31  Jane  Street,  Suite  177B, 
New  York,  NY  10014. 


COMPLETE  LINE  OF  J 
INVESTMENT  QUALITY! 

BRAZILIAN  GEMSTON 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORA' 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Associates: 
Industria  De  Joias  Padua  LTI 
Belo  Horizonte,  Brazil 
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FOR  ADI 


Forbes:  CapitalistTool® 


ONE  OUT  OF  EVERY  7  FORBES 
SUBSCRIBERS  IS  A  MILLIONAIRj 


Forbes 


ESS  OPPORTUNITIES 


30-327-6970 

acts  About  U.S. 
las  Lease  Program: 

I  special  offer  of  15 
I  per  family  to  introduce 
to  this  program 

00,000  awarded  to  FRC 
ts  in  past  8  months 
prices  doubled 
e  1977 
S%  Tax  Deductible 
k  plimantary  Brochure 
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S  i] 


REE  MONEY 
REPORT 

ique  money  sources  for  new 
ng  businesses  at  very  corn- 
rates.  Lucrative,  prestigious 

opportunities  also  available. 

r  own  hours.  No  experience 
Proven  success  formula, 
company  will  assist  every 

sible.    Write:    DFC,  Dept. 

145  Reservoir  Avenue,  Cran- 

de  Island  02920. 


im  Services  offers  a  new  Con- 
filing  for  oil  &  gas  leases. $15 
ig  period  brings  you  instruc- 
laterials  &  geological  recom- 
tans.  For  free  brochure  contact: 
Mm  Services,  2300  Candelaria, 
■torque,    NM   87107;  (800) 
t-  50  Ext.  1980. 


:"HOME  IMPORT ---"l 
I  L  ORDER  BUSINESS 

Jrningsin  profitable  spare/  | 
I  me  project.  Deal  direct  | 
Overseas  suppliers.  Newest  ( 

cts  at  fraction  U.S.  cost.  ■ 
I  500%  profit.  No  product  ( 
;ment.     Famous     world  ( 
i  starts  you. 
i:  Mellinger.Dept.  C159B 

lana  Hills,  CA  91367 


BIG  OIL  MONEY 
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Ill  Mm  tfrawin©,  II  you 
itwr..  you  Cin  compete  tor 
oil  A  S25  (IM  deduct- 
owld  orlng  you  (100.000 


For  IfM  mio.mil, on  Call  Tofi-Fraa  1  -800 
S2S-2541  Eit  8  in  Colorado  Call  Coded 

1399.  Eil  8.      Or  Wrlt«  .... 

F.  Milligan,  inc. 

1942  201h  Si  .  Drawer  3408FM 
Bou'dar.  CO  60307 
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CAPITAL  TO  INVEST 


GOLD  &  SILVER 
Coins,  Bullion 
All  Size  Bars 

•  No  Sales  Tax 

•  No  Commissions 

•  No  Minimum  Order 

We  maintain  a  complete 
buy  and  sell  market. 

TOLL  FREE 
1-800-245-4080 

EATON,  LLOYD  &  COMPANY 

Uniontown.  PA  15401 


CREATIVE  FINANCING 

Permanent  &  Construction  loans, 
Condos   &    Conversions,  Tracts, 
Apartments,  NATIONWIDE. 
Stand-bys  1  to  5  yrs.  Letters  of 
credit.    Financial  guarantees, 
funds  to  open  escrows. 
Real  Estate  &  Venture  Capital 
BROKERS  PROTECTED 
Send  Packages  to: 
BANCOR  MORTGAGE  &  LOAN  CORP. 
567  San  Nicholas  Dr.  Suite  206 
Newport  Beach.  C4  92660 
714/640-1633 


MERGERS  &  ACQUISITIONS 


WE  WANT  TO  BUY 

a  Northeast  U.S.  manufacturer 
with  $500,000  to  $4,000,000  an- 
nual sales  of  engineered  products 
or  technical  services  to  other  in- 
dustrial firms. 

John  Walsh.  President 
BULL  &  ROBERTS,  INC. 
Write  Box  A203  Forbes 
60  Fifth  Ave.,  NY,  NY  10011 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $5.95;  three  for  $17 
Binders:  $7.50;  three  for  $21.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 

ORBES  CLASSIFIED  is  published  in  the 
jirst  issue  of  each  month.  Advertising  closing 
ilate  is  one  month  preceding  date  of  issue. 

Frequency  discounts  available.  Payment 
must  accompany  order  unless  from  accred- 
ited agency. 

■■  FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


BUSINESS  PRODUCTS  &  SERVICES 


Special  lk  price  get -acquainted  offer! 


500  DELUXE 
RAISED  PRINT 

BUSINESS 
CARDS 


ONLY 


including  free  card  case 


7 


45 


Request  our  outstanding  catalog  of 
quality  personalized  business  station- 
ery (letterheads, envelopes,  forms— and 
more)  and  we  will  Permagrave*  500 
standard  size  fine  vellum  business 
cards  for  you  at  the  tiny  price  of  $7.45 
—one  half  of  our  regular  low  price! 

We're  making  this  one-time  special  in- 
troductory offer  because  we  are  confi- 
dent that  once  you  receive  our  catalog, 
you  will  see  the  largest  selection  of  dis- 
tinctive papers,  typestyles  and  designs 
available  anywhere  by  mail. 

And  once  you  see  the  exceptionally  low 
prices— and  the  guaranteed  5  day  ship- 
ment of  all  orders— you'll  be  sure  to 
join  our  long  list  of  satisfied  customers. 


"STATIONERY  MOUSED 


•  We  guarantee  100%  satisfaction  or 
you  may  return  your  order  for  full 
credit. 

•  We  ship  your  order  in  5  days  or  less. 

•  Our  quality-controlled  products  can- 
not be  surpassed— anywhere. 

Fill  in  the  coupon  and  mail  it  today. 

You'll  be  delighted  with  your  cards  and 
free  catalog. 


The  Stationery  House,  Inc.     (301)  739-4487 
1000  Florida  Ave..  Dept.  CB8 
Hagerstown,  Maryland  21740 

□  Please  send  me  500  business  cards  as 
shown  above  and  your  free  catalog.  Enclosed 
is  my  check  for  $7.45  plus  $1.50  for  postage 
and  handling.  1  am  also  enclosing  clear  copy 
for  my  cards  on  a  separate  sheet. 

□  I  am  not  interested  in  business  cards  at 
this  time  but  please  send  me  your  free  sta- 
tionery catalog. 

N.Y.,  Md  and  Ca.  add  appropr  iate  sales  tax. 


Your  Name 
Name  of  Firm_ 

Address  

City  


|  Telephone 

VIDEO 

INVESTMENTS 

★  VIDEO  CASSETTE  MOVIES  ★ 

HUNDREDS  OF  TITLES 
FOR  THE  ENTIRE  FAMILY 
BOTH  VHS  &  BETA  FORMATS 

FREE!  HUNDRED  PAGE  CATALOG 

The  Video  Station 

21  N.  YORK  RD.,  WILLOW  GROVE,  PA.  19090 
(215)  657-7210 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


Krugerrands  Reduced 


200  or  more  per  Krand  equals  NYspot  S23 
21  to  199  per  Krand  equals  NY  spot  -f-  S25 
1  to  20  per  Krand  equals  NY  spot  533 
No  sales  tax  lor  res.  out  of  Va.  Write  for 
free  brochure.  Free  Storage.  John  Greer,  Va. 
Gold  &  Silver,  102  E.  Franklin  St.,  Richmond, 
VA  23219.  Call  toll  free  1-800-446-3704. 


Silver  Coins  &  Bars  Reduced 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A202  Forbes 
60  Fifth  Avenue 
New  York,  NY  100!  1 


REACH  THE  AFFLUENT 
IN  FORBES  CLASSIFIED 


Politics  ain't  worrying  this 
country  one-tenth  as  much  as 
where  to  find  a  parking  space. 
Will  Rogers 


My  consolation  is  that 
the  partisans  are  no  more 
than  bubbles  on  the  sea 
of  Matterhorn:  They  rise, 
they  break  and  to  the  sea 
return.  The  people  of  America, 
I  know,  stand  like  Mt.  Atlas. 
John  Adams 


The  voice  of  the  people 
is  in  some  ways  divine. 
Hesiod 


If  we  say  something  often 
enough,  cleverly  enough,  loud 
enough  and  enough  people  agree, 
we  pretend  that  we  have  managed 
to  elevate  an  opinion  to  the 
status  of  truth  and  make  it 
a  cause  for  action. 
C.L.  Dancey 


A  word  too  much  always 
defeats  its  purpose. 
Arthur  Schopenhauer 


That  community  is  already 
in  the  process  of  dissolution 
where  each  man  begins  to  eye 
his  neighbor  as  a  possible 
enemy,  where  nonconformity 
with  accepted  creed,  political 
as  well  as  religious,  is  a 
mark  of  disaffection;  where 
denunciation,  without 
specification  or  backing, 
chokes  freedom  of  dissent; 
where  faith  in  the  eventual 
supremacy  of  reason  has  become 
so  timid  that  we  dare  not  enter 
our  convictions  in  the  open 
lists,  to  win  or  lose. 
Learned  Hand 


In  America  the  President  reigns 
for  four  years,  and  journalism 
governs  for  ever  and  ever. 
Oscar  Wilde 

He  who  speaks  knows  not. 
He  who  knows  speaks  not. 
Lao-tzu 


Thoughts 

on  the  Business  of  Life 


To  make  yourself  interesting 
to  other  people,  you  must  be 
interested  in  other  people 
and  what  they  are  doing.  Be 
an  interested  listener.  Don't 
talk  if  the  other  party 
prefers  to  do  the  talking. 
Remember,  we  have  been 
given  two  ears  and  only 
one  tongue.  If,  however, 
the  other  party  is  really 
interested  in  having  you 
talk,  in  expressing  your 
views,  describing  your 
experiences,  don 't  be 
niggardly,  but  give  freely 
what  is  in  you.  Conversation, 
to  be  reciprocally  profitable, 
must  not  be  wholly  one-sided 
B.C.  Forbes 


Conversation  is  the  vent  of 
character  as  well  as  of  thought. 
Ralph  Waldo  Emerson 


The  reason  why  so  few 
people  are  agreeable  in 
conversation  is  that 
each  is  thinking  more  on 
what  he  is  intending  to 
say  than  on  what  others 
are  saying,  and  that  we 
never  listen  when  we  are 
desirous  to  speak. 
La  Rochefoucauld 


One  hand  does  not  clap. 
Arab  Proverb 


Music  is  the  universal 

language  of  mankind. 

Henry  Wadsworth  Longfellow 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  ship  of  Democracy, 
which  has  weathered  all 
storms,  may  sink  through 
the  mutiny  of  those  aboard. 
Grover  Cleveland 


Our  country  has  within  it  al| 
the  possibilities  of  great 
leadership.  They  will  be 
realized  if  we  hold  fast  to 
the  principles  of  freedom 
and  justice  for  all,  upon 
which  it  was  founded. 
Harlan  F.  Stone 


Talking  and  eloquence  are  n| 
the  same:  To  speak  and  to  sj 
well  are  two  things.  A  fool  n) 
talk,  but  a  wise  man  speaks. 
Ben  Jonson 


Most  people  talk  at  one 
another  rather  than  with  one 
another.  Each  person  thinks 
he  is  making  meaningful  poij 
But  rarely  do  they  add  up 
to  genuine  communication. 
Eugene  Rand 


A  Text . . . 

Except  ye  utter  by  the 
tongue  words  easy  to 
be  understood,  how  sha 
it  be  known  what  is 
spoken?  for  ye  shall 
speak  into  the  air. 
I  Corinthians  14:9 


Sent  in  by  Leonard  Elliott,  Auburn, 
What's  your  favorite  text?  The  Forbes 
book  of  Thoughts  on  the  Business  of] 
presented  to  senders  of  texts  used. 


The  brain  is  to  think. 
The  mouth  is  to  talk. 
In  that  order. 
Robert  Half 


Speech  is  human,  silence 
is  divine,  yet  also  brutish 
and  dead:  Therefore,  we 
must  learn  both  arts. 
Thomas  Carlyle 
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Citibank.  N  A  Ml 


How  Citibank  trade  financing  helped  a  Taiwan  export  company 

grow  1000%  in  12  years. 


When  the  atico  Group  of  trading 
companies  came  to  Citibank  12  years 
ago,  it  was  a  $5  million  company 
exporting  a  few  lines  of  kitchenware. 
This  year,  sales  will  top  $50  million. 
And  its  seven  companies  will  export 
thousands  of  different  products:  from 
brassware,  toys,  and  luggage,  to  wood- 
burning  stoves. 

"Fast,  accurate  answers" 

atico  Chairman  T.  Y.  Tseng  says, 
"Without  Citibank's  global  reach  and 
expertise  in  letters  of  credit,  our 
spectacular  growth  would  have  been 
impossible." 

He  explains,  "In  the  export  business, 
your  bank  is  crucial.  It  must  arrange 
payment  guarantees  between  buyers 
and  sellers.  It  must  provide  fast, 


accurate  answers  about  prospective 
customers  in  distant  markets,  foreign 
currencies,  shippers,  contracts,  and 
a  lot  more.  Citibankers  always  come 
through,  no  matter  how  complicated 

atico  Chairman  T.  Y.  Tseng  (right)  and  George 
Chalmers,  Citibank  Assistant  I  'ice  President, 
discuss  the  company's  future  growth. 


the  transaction.  Or  how  short  tl| 
deadline." 

"The  worldwide  network"! 

Adds  Citibanker  George  Chalj 
'The  key  to  our  service  for  atic<| 
bank's  worldwide  network.  We 
trade  finance  experts  in  nearly  I 
countries  around  the  globe.  We  I 
handle  both  ends  of  any  transacl 
anywhere.  With  complete  inforl 
worldwide,  we  have  the  quick  til 
around  atico  needs  to  handle  b| 
and  bigger  volumes." 
In  Taiwan  and  all  over  the  worll 

Citibank  contributes  to  econcl 
development  through  bette| 
service  to  its  customers. 

CITIBANKS 

A  subsidiary  of  Citicorl 
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EACH  YEAR,  Ewan  Macdonald      "  | 
gathers  his  clan,  pours  his 
Scotch,  and  proposes  his  toast:  M  ) 

"Grant  us  brotherhood!' 

The  gift  of  Dewar'st 
One  of  the  good  things  in  life 
that  never  varies. 


GIFT  WRAPPED  AT  NO  EXTRA  COST 

BLENDED  SCOTCH  WHISKY-  86.8  PROOF-  c  1980  SCHENLEY  IMPORTS  CO..  NY.  N  Y. 


After  76  years, 
EFHutton&Company 
still  has  one  name. 


In  an  industry  that  undergoes  ups  and  downs, 
mergers  and  constant  change,  E.F.  Hutton  has  always 
stood  for  reliability  and  dependability 

Through  all  those  years,  we've  maintained  an  un- 
broken record  of  profitability  and  of  continuous  service 
to  our  customers. 

And  now,  as  we  celebrate  our  76th  year,  that 
stability  seems  even  more  impressive. 


When  EFHutton  talks, 
people  listen. 
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Crystal-balling 


Steve  Forbes  once  again  correctly  called  a 
presidential,  election.  While  most  of  the 
pollsters  were  waffling,  Steve  in  our  last 
issue  flatly  predicted  a  Reagan  victory  by 
375  electoral  votes  to  163.  (The  final 
count  was  489  to  49.)  Steve  wasn't  the 
only  staffer  who  had  it  right.  For  more 
than  a  week  before  the  election,  Wash- 
ington Bureau  Manager  Jerry  Flint  was 
driving  our  copy  desk  wild  by  sprinkling 
his  bureau's  copy  with  such  phrases  as 
"the  newly  elected  Reagan  Administra- 
tion" and  "President  Carter's  remaining 
months  in  office."  What  made  Jerry  so 


sure?  Nothing  if  not  opinionated, 
replied:  "It  was  inconceivable  to  ] 
that  an  Administration  could  be  reelJ 
ed  on  a  record  of  such  failure  at  hq 
and  abroad."  Will  Jerry  be  as  right  ini 
article  in  this  issue,  "Out  of  the  dita 
as  he  was  on  the  election?  He  prediqi 
certain,  if  not  fast  and  smooth,  coj 
back  for  U.S.  automakers.  On  w 
grounds?  Jerry  again:  "America  cl 
exist  without  the  motor  car  and  Det; 
still  builds  the  best  cars  overall, 
kinds  Americans  really  want."  0 
hope  so.  The  story  is  on  page  33. 


Exxon  will  pull  down  net  profits  this  year 
of  well  over  $5  billion — profits,  mind 
you — but,  we  report  in  this  issue  fp.  129). 
that  Royal  Dutch/Shell  will  match  and 
possibly  even  beat  Exxon.  This  kind  of 
thing  inevitably  leads  to  talk  about  "ob- 
scene" profits.  But  think  a  bit.  Do  we 
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Forbes'  Carol  Curtis  and  Lawrence  Minard 

really  want  to  hold  petroleum  prices 
down  to  a  level  that  will  further  damage 
our  balance  of  payments  and  discourage 
conservation?  Mightn't  it  be  better  to 
leave  those  profits  in  private  hands  for 
efficient  reinvestment?  That  question  is 
what  the  cover  story  in  this  issue  is  all 


about.  To  get  some  answers  we  put  tlj 
top  staffers  on  the  case:  Lawrence  M 
ard  went  to  The  Hague  to  talk  with 
giant  oil  company's  top  managemJ 
Carol  Curtis  delved  into  Royal  Dutil 
giant  investments  in  coal;  Howard  flj 
nitsky  talked  with  the  people  who  | 
the  multinational's 
U.S.  affiliate,  Shell  Oill 
Our    team  conckl 
that  the  money  is  b<| 
invested    in  ways 
probably  will  benefit | 
eryone,  creating  new 
plies  of  energy  and  iobl 
the  future,  and  large  [ 
tential  gains  for  its  st 
holder-owners.  One  t 
it's  not  creating  is  ml 

  high  living;  this  year  | 

al  Dutch  Petroleum's  dividend  pa- 
will  be  25%  of  earnings  and  will  re 
sent  a  return  of  just  6%  on  book  vj 
The  bulk  of  the  profits  plus  the  depi 
ation  flow  will  be  plowed  back  into  p 
equipment  and  exploration.  What': 
scene  about  that? 


They  keep  telling  us  that  stocks  are  a 
lousy  investment;  better  buy  gold, 
collectibles,  condominiums  or  postage 
stamps.  Heinz  Biel  doesn't  agree.  Mark- 
ing his  30th  year  as  a  Forbes  columnist, 
Biel  makes  an  interesting  observation: 
Had  you  been  able  to  buy  the  Dow  Jones 
industrials  you  would  have  gotten  about 
$16  in  dividends  the  year  he  started  his 
column,-  this  year  you  would  receive  S54. 


So,  your  dividends  would  about 
kept  up  with  inflation.  We  did  a  bit  r| 
arithmetic  and  discovered  the  follow 
Had  you  bought  the  DJI  and  reinvtj 
the  dividends  over  those  30  years  [ 
would  have  done  about  as  well  as  ill 
had  bought  gold  at  $35  an  ounce  and  I 
it- for  30  years.  That's  not  counting 
cost  of  storing  the  gold.  Biel's  comrr| 
are  on  page  206. 
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Xerox  has  come 

up  with 

another  miracle. 


"Astounding". .  ."Amazing". .  ."A  miracle." 

That's  what  the  experts  said  when  they  saw  our  new 
XL-10  Imaging  Process. 

A  dramatic  breakthrough  in  copy  quality. 

It  actually  gives  you  offset-quality  copies.  Blacker 
blacks  and  whiter  whites  than  you've  ever  seen  before. 

Even  the  tiniest  details  leap  out  crisp  and  clear. 

Of  course,  a  copy  is  worth  a  thousand  words.  So  if 
you  send  your  business  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call  800-648-5600,  operator 
260f  we'll  send  you  back  an  XL-10  copy.  Or  arrange  a 
demonstration. 

Once  you  see  it,  we  think  you'll  agree  with  our 
experts. 

XL-10  copies  aren't  just  positively  beautiful. 
They're  absolutely  faithful. 

The  XL:  10  Imaging  Process. 


Nevada,  call  JsOO-992-5710,  operator  260. 


XEROX*  and  XL-10  are  trademark  or' XEROX  CORPORATION- 


Miracles  are  now  available 
in  these  convenient  packages. 

You  can  witness  the  miracle  of  the  new  XL-10  Imaging 
Process  in  two  new  Xerox  machines. 

The  Xerox  8200  copier  duplicator  and  9500  duplicator. 

The  9500  duplicator  turns  out  XL-10 
—  quality  copies  at  the 
rate  of  120  per  minute. 

It  also  gives  you 
two-sided  copies, 
reduces  and  can  automatically  sort 


TheXerox9500 


your  copies  into  a  virtually  limitless  number  of  sets. 

Optional  attachments  let  you  put 
together  the  most  complicated  jobs. 

The  Xerox  8200  gives  you 
XL-10  quality  copies  at  the  rate  of  70 
per  minute.  It  automatically  feeds 
originals.  It  makes  two-sided  copies. 

It  also  reduces.  Automatically  collates.  And  then  sta- 
ples all  the  copies  together  into  nice,  neat,  manageable  sets. 

All  with  the  push  of  a  few  buttons. 

The  Xerox  8200.  And  9500. 

Two  miracle  workers  from  Xerox. 


TheXerox8200 


XEROX 


XEROX®  8200.  9500  ind  XL-10  arc  trademarks  of  XEROX  CORPORATION. 
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Hail  to  the  chief 

Hit  kind  of  person  is  the  corporate 
■:f  executive?  The  recruiting  arm  of 
riiur  Young  &  Co.  quizzed  500  of  the 
11  est  industrial  companies,  plus  300 
|i;rs  in  banking,  utility,  life  insurance, 
»  Uing,  transportation  and  finance 
la  Is  and  came  up  with  this  profile.  The 
I  cal  CEO  is  a  man  (Young  found  one 
lian,  Katharine  Graham  of  the  Wash- 
k  on  Post),  59,  married  (fewer  than  3% 
I?  currently  divorced  or  separated), 
lit  likely  from  a  small  Midwestern 
ifri  (40%  were  from  the  heartland,  a 
hi  from  cities  of  less  than  50,000),  a 
pestant  (75%),  a  Republican  (six  to 
l  against  Democrats,  with  18%  inde- 
ti lent),  college  trained  (only  19%  had 
p  graduated),  with  the  Ivy  League 
fcning  nearly  one-quarter,  and  well 
jl  [the  average  salary-plus-bonus  was 
M,000  and  MGM's  Frank  Rosenfelt 
led  the  list  with  moreithan  $5  mil- 
b  in  total  compensation!).  The  typical 
d>  spreads  his  talents-i-almost  90% 
|i;d  on  one  or  more  outiide  corporate 
kids  and  more  than  92%  sat  on  at  least 
jinonprofit  board.  At  the  office,  long- 
■e  planning  claimed  most  of  the 
B''s  time  and  was  expected  to  increase 
[1^85.  The  planning,  however,  did  not 
Hide  worrying  about  successors — al- 
U:  two-thirds  had  no  heir  apparent 
Mi  majority  of  the  800  companies  had 
mrmal  succession  plans. 


A  car  to  love? 

lii  all  the  gloom  in  Detroit  mean  that 
i  rica's  love  affair  with  the  auto- 
||ile  is  over?  Automakers  haven't  had 
liri  time  for  romance  lately  but  some 
lion  the  test  beds  clearly  are  aimed  at 
I  vind-in-the-hair  kind  of  driver.  Pon- 
I  is  prepping  a  two-seater  for  1983, 
I  a  fiberglass  body,  a  four-cylinder 


it  's  planned  "P-car" 
ove  affair  lives  on. 


engine  and  a  price  that  should  run 
around  $10,000  when  it  appears.  The 
"P-car"  will  be  the  first  special  twin- 
seater  since  Ford's  original  Thunderbird 
and  GM's  Corvette.  With  a  90-inch 
wheelbase,  its  planned  weight  is  about 
2,000  pounds,  with  the  engine  mounted 
behind  the  bucket  seats.  Chrysler,  too, 
is  thinking  of  the  days  when  driving 
was  an  experience  and  has  two  sports 
cars  in  the  works.  One  is  a  sleek, 
Porsche-style  two-seater  with  a  turbo- 
charged  four-cylinder  engine;  its  price  is 
also  in  the  $10,000  range  and  hoped-for 
sales  volume  is  200,000.  The  other 
Chrysler  design  is  a  higher-priced,  low- 
er-volume model.  Ford  will  label  two  of 
next  spring's  cars  two-seaters,  though 
they  will  have  doll-size  seats  in  the  rear. 
Again,  Detroit  will  have  to  hurry.  Dat- 
sun's  280X  and  Mazda's  rotary-powered 
RX-7  are  selling  well  and  Toyota  and 
other  Japanese  makers  are  reported 
readying  similar  cars. 


Women  on  the  move 

Women's  moves  into  traditionally  male 
fields  are  accelerating.  That  is  the  salient 
showing  of  an  assessment  of  more  than  1 
million  high  school  seniors  (543,002  fe- 
male, 504,390  male)  who  took  the  latest 
Scholastic  Aptitude  Test.  The  College 
Entrance  Examination  Board,  which 
runs  the  SAT,  found  that  18.8%  of  the 
girls  wanted  business  careers,  triple  the 
share  in  1973;  the  male  proportion  of 
business  aspirants  was  18.5%.  Girls'  in- 
terest in  graduate  degrees  also  went  up 
twice  as  fast  as  boys',  climbing  from 
30%  to  39%  since  1973,  while  the  boys' 
went  from  42%  to  46%.  (A  Board  official 
also  noted  that  the  proportion  of  women 
in  graduate  business  schools  was  ap- 
proaching 40%.)  Tradition  still  holds  in 
some  areas,  however.  The  head  count 
showed  20.4%  of  male  high-schoolers 
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wanted  engineering  careers,  compared 
with  2.9%  of  the  coeds;  19.5%  of  the 
girls  voted  for  health  and  medical  work, 
vs.  9.2%  of  the  boys. 


The  "small"  aircraft  business 

Airline  deregulation  and  the  subsequent 
cuts  in  service  to  smaller  cities  have  pro- 
duced a  bonanza  for  the  small-plane  in- 
dustry. The  General  Aviation  Manufac- 
turers Association  figures  about  12,000 
small  planes,  including  business  jets,  will 
be  delivered  during  1980,  worth  more 
than  the  $2.1  billion  record  set  last  year. 
The  2,600  business  jets  now  flying,  in 
fact,  outnumber  the  planes  in  the  com- 
mercial fleet  and  the  manufacturers  of 
such  aircraft  have  a  backlog  of  $3  billion 
in  orders,  the  association  says.  Since 
1978,  the  year  deregulation  went  into 
effect,  the  main  trunk  lines  have  can- 
celed perhaps  as  many  as  10%  of  their 
daily  flights  (now  averaging  about  12,000 
a  day).  The  result  has  been  a  drop  in 
service  to  smaller  cities,  a  gap  that  com- 
muter lines  and  the  general  aviation 
fleet,  which  numbers  about  200,000 
planes,  are  trying  to  fill.  Right  now,  the 
general-aircraft  makers'  group  claims 
that  110  million  persons,  or  30%  of  all 
Americans  flying  in  the  U.S.,  use  private 
aircraft. 


The  paper  mill 

Contractors  seeking  federal  work  have 
had  another  brick  dropped  on  their  hard 
hats  by  the  U.S.  Department  of  Labor,  in 
the  shape  of  still  more  rules  governing 
the  hiring  of  women  and  minorities.  The 
new  regulations  will  require  builders  on 
jobs  worth  $10,000  and  up  to  document 
the  16  affirmative-action  steps  taken  on 
all  of  their  projects,  not  just  the  one 
involved  in  a  particular  bid.  Builders' 
groups  are  muttering  about  passing  up 
government  work  because  of  the  poten: 
tial  skyscraper  of  paperwork  they  will 
now  have  to  face. 


Invader  from  the  East 

The  fabled  killer  bee  is  presumably  still 
working  its  way  from  Brazil  to  the  U.S., 
but  the  Formosan  "supertermite"  is  alive 
and  well  and  working  in  Florida.  Specifi- 
cally, infestations  have  been  discovered 
in  condominiums  on  the  Inland  Water- 
way near  Miami,  a  dozen  miles  from  the 
nearest  port,  the  insect's  usual  means  of 
entry.  The  problem  with  the  Asian  ter- 
mite, a  bit  bigger  but  vastly  more  vora- 
cious than  the  house-and-garden  Ameri- 
can variety,  is  that  there  is  no  way  to 
stop  it  from  spreading,  according  to  Phil- 
ip Koehler,  an  entomologist  at  the  Uni- 
versity of  Florida.  "They've  given  up  try- 
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It  helps  management 
manage. 


At  A  Glance  Personal  Planners 

Mix  business  with  pleasure  without  getting  mixed  up. 
See  your  day  week  or  month  At-A-Glance. 


SHEAFFER  EATON 


TEXTRON 


Sheaffer  Eaton  Division  of  Textron  Inc 


ANNOUNCING  AN 
ART  OPPORTUNITY 
THAT  SAVES 
YOU  $20,000 

A set  of  internationally  recognized  fine  art  reproductions  is  now 
available  through  this  exclusive  offering:  1,729  different  pictures 
suitable  for  personal  or  corporate  gift,  study,  display  or  premium. 

Attention:  CPA's,  Financial  Planners, 
Tax  Consultants,  Attorneys 

The  prints  range  from  Chinese  landscapes  to  Picasso  and  are  autho- 
rized reproductions  from  great  museums  and  private  collections 
around  the  world.  University  and  museum  libraries  have  already 
bought  these  prints  for  study  and  research,  but  are  eager  to  receive  a 
complete  set  as  a  gift. 


Only  500  Sets  Available  This  Tear 

If  bought  individually  these  pictures  would  cost  $28,000.  You 
can  acquire  this  set  of  fine  art  prints  at  the  special  offering  price 

of  $7,835. 

To  Order,  Call  (413)  268  7208. 

We  urge  you  to  act  promptly  to  avoid  disappointment. 
Write:  David  Bershtein  Art  Consultants,  Inc. 

The  Spellman  House 

20  North  Main  Street 

Williamsburg,  MA  01096 


Trends 


ing  to  eradicate  it,"  he  says.  "The  or 
thing  you  can  do  is  wait  for  it  to  corn< 
Scientists  at  the  Smithsonian  Instituti 
note  that  the  invader  is  particularly  di 
gerous  because  it  can  eat  through  plast 
mortar  and  wood  preservatives  into 
wood  itself,  something  other  term 
cannot  do.  First  spotted  in  Louisiana,  Ti 
as  and  South  Carolina  some  years  ago, 
Formosan  bug  travels  on  infested  s 
and,  once  ashore,  in  infested  lum 
Some  reports  say  it  can  devour  a  house 
six  months.  (In  the  parts  of  New  Orlean 
attacked,  it  ate  one  in  ten  trees  and  tel 
phone  poles.)  Besides  being  hard  to  kill 
is  also  difficult  to  fend  off.  The  norn 
insecticide  protection  for  Florida  bui 
ings,  entomologist  Koehler  says,  has  tc 
doubled  to  keep  out  this  pest. 


R.I.P. 

Peking  is  overlooking  no  bets  in 
ceaseless  search  for  foreign  exchange 
is  now  offering  grave  sites  near  the  H< 
Kong  border  to  overseas  Chinese  will 
and  able  to  ante  up  $2,400  for  the  pr 
lege  of  burial  in  the  homeland.  Bm 
will  hold  the  plots  in  perpetuity,  deso 
laws  that  state  that  all  land  in  Cn 
belongs  to  the  people.  The  planned  gr^ 
yard  for  the  homecomers  is  expectec 
have  30,000  sites  with  room  to  exp 
and  estimates  are  that  the  People's 
public  could  earn  more  than  $92  mil 
in  foreign  exchange  from  the  scheme 


No  sweat,  no  snow 

Heating-fuel  stocks  are  so  high  that 
Department  of  Energy  doesn't  care  w 
kind  of  weather  this  winter  brings 
isn't  even  bothering  to  ask  the  Natio 
Weather  Service  for  a  long-range  wij 
forecast.  While  Uncle  Sam's  forecast 
are  relaxing,  however,  private  mei 
rologists  are  not.  Their  prognosis:  a 
ond  mild  winter  in  a  row  from  coag 
coast  and  bad  news  for  the  ski  slo 
Hurd  Willett  of  MIT,  who  has  called 
last  four  out  of  five  winters  correc 
expects  the  early  chill  that  arrived 
October  to  last  through  December,  t 
foLlowed  by  above-normal  temperat 
for  February  and  March.  Willett 
sees  a  drier-than-normal  season 
less  snow.  Up  in  Maine,  the  vener 
Farmers'  Almanac  agrees  with  Willet 
a  cool  December,  a  moderate  Febr 
and  March.  The  Almanac  sees  a  w 
Christmas  for  the  Rockies  and  G 
Plains  and  two  good  blizzards  in  Ji 
ary,  one  for  the  Great  Lakes  and  I 
England,  the  other  for  the  Rockies 
Southwest.  Otherwise,  like  Willett, 
Lewiston,  Me.  publication  has  bad  r 
for  snow  bunnies. 
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To  shoot  these  different  formats 
vou'd  need  3  different  cameras. 


"superslides"  for  use 
on  any  35  mm  projector 


The  truly  ideal  2  Vi"  square 
format  for  universal  use 


4  Vi  x  6  —  enlarges  to 
8  x  10  projx)rtion 


Or  one  Hasselblad. 


Hasselblad  can  do  things  no  other 
tnera  can. 

or  one  thing,  it  can  give  you  a 
□ice  of  3  different  image  formats, 
nply  by  changing  film  magazines, 
ou  didn't  have  a  Hasselblad, 
u'd  need  3  different  cameras  to 
e  you  this  kind  of  versatility, 
ifou  can  shoot  in  the  truly  ideal 
)!-  \"  x  2Vi"  format  which  gives  you  an 
age  3'/2  times  larger  than  35mm. 
r'ou  can  change  magazines  and 
xit  in  the  4'/2  x  6  format  which 

enlarges  to  8  x  10. 
In  this 

format, 


get 

images  on 
toll  of  120  film. 
hr  you  can  shoot 
pcrslides"— 1%"  x  1%"  transpar- 
ies — that  can  be  used  with  any  35 
projector,  but  with  a  total  image 
twice  that  of  35  mm,  filling  the 
:en  dramatically. 
Jid  not  only  can  you  change  from 
format  to  another,  but  you  can 
t  at  any  time— even  in  mid- 


roll — without  ever  wasting  a  single 
frame  in-between. 

You  can  also  change  from  color  to 
black  and  white  in  mid-roll.  Or  from 
positive  to  negative  film.  Or  tung- 
sten to  daylight.  This  versatility 
permits  you  to  make 
double  exposures 
at  any  time. 

And  in  the  2V4" 
x  2Vi"  image  size, 
you  can  choose 
from  magazines 
with  a  film  capacity 
1 2,  24  or  70  exposures. 

And  that  isn't  all  you  can  do  at 
the  back  of  a  Hasselblad. 

You  can  attach  a  Polaroid 
magazine  for  a  fast  check  on 
lighting  and  coni|x>sition. 

There's  even  a  sheet  film 
adapter  that  lets  you  use  any 
of  the  various  sheet  films 
available  and  the  many 
special  emulsions  that 
aren't  available  in 
roll-film. 

Happily,  Hasselblad 
versatility  isn't  limited 
to  die  back  of  the 
camera.  It  extends  to 
the  front,  side,  top  and 
bottom.  Only  Hassel- 
blad gives  you  a  choice 
of  4  different  camera 


models,  20  lenses,  8  film  backs,  8 
viewfinders,  6  focusing  screens  and 
evciy  accessory  you  could  want,  mak- 
ing it  the  world's  most  comprehen- 
sive medium  format  camera  system. 

And  whereas  other  cameras  and 
accessories  tend  to  become  obsolete 
in  time,  the  Hasselblad  system  has 
been  designed  for  growth.  Today's 
accessories  will  fit  a  Hasselblad 
camera  of  20  years  ago. 

A  Hasselblad  is  more  than  just  an 
incredibly  versatile  camera.  It's 

a  long-term  investment. 

Write  for  a  special 
booklet  on  square 
composition  and  a 
Hasselblad  descriptive 
folder  to: 

Victor  Hasselblad  Inc., 
10  Madison  Road, 
Fairfield,  N.  J.  07006 
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All  the 

business  news 
you  need. 

When  you 
need  it. 


Every  single  business  day,  The  Wall  Street 
Journal  is  packed  with  information  you  can 
use  in  your  job. 

First  page  to  last,  The  Journal  is  filled  with 
up-to-the-minute  business  facts  and  reports 
from  all  over  the  world,  gathered 
by  the  world's  largest  staff  of 
business  news  experts. 

Monday  through  Friday 


front-page  Journal  columns  highlight  the 
economy  labor,  taxes,  trends  in  industry  and 
finance  and  Washington. 

Start  reading  the  one  daily  business 
publication  that's  all  business.  Start  reading 
The  Journal  today. 

The  Wall  Street 
Journal. 


THE  WALL  STREET  JOURNAL. 


Have  the  Journal  delivered  every  business  day  One  year.  $63  Or  26  weeks  for  S33  Call  toll-tree  800 -358  -9999  except  m  Hawaii  and  Alaska  (In  California.  800-862-4999 ) 
Or  write  The  Wall  Street  Journal.  200  Burneit  Road.  Chicopee  Massachusetts  01 021  ©  1 980  Dow  Jones  &  Company  Inc  All  Rights  Reserved 


*  *  *  ANOTHER  VIEW  OF  A  CHEMICAL  COMPANY  *  SEQUENCE  8  *  *  * 


Afonso  Pereira  dos  Santos  Resende  speaking  of  his  son  Jose,  a  technician  with  Henkel  do  Brasil. 


"The  Good  Spirits 
aie  with  Jose  and 


"Because  of  my  con- 
stant contact  with 
the  Good  Spirits,  I 
have  seen  to  the 
good  fortune  of  my 
son  Jose  and  of 
Henkel  do  Brasil, 
where  he  works, 
son  Jose  We  old  folk  in  the 

ountain  villages  know  how  im- 
)rtant  it  is  to  keep  on  good  terms 
th  the  Good  Spirits,  since  they 
stermine  our  fate. 

enow  the  young  ones  laugh  at  us 
casionally  but  as  a  'healer  of  the 
:k'  or  'curandeiro',  I  know  better. 
)u  see,  from  the  start  I  was  the  only 
te  who  knew  that  things  would  go 
sll  with  Jose  when  he  joined  Henkel 
>  Brasil  in  Jacarei,  where  chemical 
oducts  for  numerous  industry 
lents  are  being  produced.  Four 
Dusand,  says  Jose, 
first,  Jose  was  only  a  simple 


apprentice.  But  he  had  the  chance  to 
go  back  to  school  and  take  Henkel's 
special  courses.  Within  two  years,  he 
was  what  they  call  a  foreman. 
Today  my  son  is  in  charge  of  a  pro- 
duction group  with  25  employees 
under  him.  Next  year,  he  says,  his 
group  will  expand  and  he  will  be 
responsible  for  30  people. 
Any  time  they  install  new  machinery 
at  Henkel,  they  consult  Jose.  When  he 
relates  all  this  to  me,  I  realise,  how 
proud  this  makes  him  and  I'm  very 
pleased. 

Jose's  greatest  hope  is  that  his  four 
children  will  go  to  high  school.  I  know 
they  will  make  it.  The  Good  Spirits 
are  with  them.  I  will  see  to  that. 
So  that  the  children  don't  have  too 
long  a  trip  to  school,  Jose  will  rent  his 
house  in  the  country  and  buy  another 
one  in  town. 

This  year  I  will  turn  100.  The  Good 
Spirits  have  always  protected  me. 


J) 


The  whole  family  will  have  a  great 
celebration  and  I  will  dance  Samba 
with  my  children  and  grandchildren." 


 Henkel  do  Brasil  S.A.,  

Sao  Paulo,  with  plants  in  Jacarei  and 
Campinas,  is  one  of  more  than  100 
companies  of  the  Henkel  Group, 
situated  in  more  than  40  countries. 

Worldwide  sales  1979  = 
6.8  billion  DM.  33,000  employees. 
Headquarters  Dusseldorf, 


Federal  Republic  of  Germany. 
Product  range  includes  laundry 
products,  household  cleaners, 
cosmetics,  adhesives,  industrial 
cleaners,  oleochemicals,  auxiliary 

products  for  textile  and  leather 
industries.  Over  8,000  products  for 
all  walks  of  life. 


Chemistry  working  for  you. 
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Enduring  plastic 

Eight  years  ago,  Ray  Zahlocki,  ah  econo- 
mist at  the  Stanford  Research  Institute 
think  tank  told  Forbes  (Trends.  .Apr  /5. 
1972)  that  fraud  and  thefts  would  make 
credit  cards  extinct  by  1980.  So?  Today 
there  arc  530  million  cards  in  use,  com- 
pared with  about  490  million  in  1972. 

Zablocki,  still  thinking  away  at  SRI  in 
Menlo  Park,  now  says  that  his  dire 
prophecy  did  not  come  to  pass  because 
"the  industry  did  some  of  the  things  I 
suggested  they  do."  Specifically,  he  says, 
the  card  companies  created  defenses 
against  losses  by  setting  credit  limits  and 
spending  millions  on  computers  and 
manpower  to  handle  credit  checks. 

So  the  cards  have  thrived,  but  so  have 
the  cheats,  according  to  Spencer  Nilson, 
publisher  of  The  Nilson  Report,  a  newslet- 
ter for  credit-card  executives.  Despite  all 
the  computers  and  the  800  telephone 
numbers,  Nilson  says,  "fraud  was  the 
highest  this  year  that  it's  ever  been.  It 
goes  up  every  single  year."  During  1980, 
when  credit-card  volume  will  probably 
total  $150  billion,  the  industry's  losses 
should  reach  $  1  billion,  Nilson  estimates. 

Replacing  the  main  man 

Charles  Tandy  was  leading  a  billion-dol- 
lar one-man  band  when  he  died  at  60  in 
1978.  A  pillar  in  Ft.  Worth— the  Tandy 
Center's  towers  still  dominate  the  sky- 
line— he  had  built  his  company  in  just 
about  30  years  to  $1.06  billion  in  sales 
and  $66.2  million  in  net  income.  His 
sudden  departure  could  have  been  a  di- 
saster because,  Forbes  commented  (Mar. 
5,  1979),  "the  belief  that  there  are  such 
things  as  one-man  companies  that  can't 
survive  their  creators  dies  hard." 

Tandy  Corp.  not  only  survived.  It 
thrived  and  it  is  no  longer  a  one-man 
show.  Charles  Tandy,  chairman,  presi- 
dent and  chief  executive  of  the  parent 
company  and  chairman  of  all  its  spinoffs, 
had  left  a  houseful  of  empty  seats.  The 
immediate  solution  to  replacing  him  was 
simply  to  let  the  top  men  in  its  various 
operations  take  over  as  chairmen.  Phil  R. 
North,  a  close  associate  since  boyhood, 
became  chairman,  president  and  CEO  of 
the  parent  company  and  moved  into  the 
baronial  corner  office  the  founder  had 
built  and  practically  never  used. 

Since  that  time  a  whole  new  top  man- 
agement has  been  put  in  place.  Last 
month,  at  a  directors'  meeting  in  Tokyo, 
Tandy  got  a  new  president  and  chief 
operating  officer,  42-year-old  John  V. 
Roach,  who  had  spent  his  13  years  with 
the  company  in  its  Radio  Shack  division. 
A  Ft.  Worth  native,  Roach  also  played  a 
key  role  in  developing  the  microcom- 
puter idea  on  which  Tandy  is  pinning 


Tandy's  Chairman  Phil  K  North 
Now  the  tables  are  all  set. 

much  of  its  hopes  for  the  future, 
board  also  shifted  John  McDaniel,  I 
North,  in  his  40s,  from  his  control! 
post  at  Radio  Shack  to  the  same  jql 
the  parent  company.  Another  of  Chjl 
Tandy's  old  running  mates,  Lewil 
Kornfeld  Jr.,  who  had  been  presided 
Radio  Shack,  moved  to  vice  chairmil 
the  parent  to  await  retirement  next  }| 
when  he  turns  65. 

Chairman  North,  who  is  62,  likes1 
he  sees.  A  year  and  a  half  ago  he ii 
Forbes:  "Any  billion-dollar  compail 
too  big  to  be  a  one-man  show  anymil 
When  Charles  Tandy  died,  he  notes| 
company  had  )ust  come  through  a 
of  change,  shedding  operations  to  cil 
on  electronics  and  its  new  microj 
puter.  Its  handicrafts  business  had 
spun  away  in  1975,  as  had  the 
yourself  wall-and-floor-covering  ell 
Now  it  is  on  course  and  moving  to| 
the  $2  billion  mark  its  founder  all 
wanted.  (Tandy's  volume  reached 
billion  in  the  year  that  ended  in  (I 
The  concentration  is  on  electrcl 
from  retailing  through  manufacturil 
research.  It  has  a  mail-order  insu  l 
company  but  that  fits  North's  pl| 
ophy  to  "take  every  asset  we've  gal 
use  it."  Tandy  today,  he  adds,  is  "ju:| 
way  we  want  it.  It's  like  having  a  rel 
rant.  Now  we've  got  all  the  tables  s| 

Patience,  patience 

"Thanks  to  a  new  law,"  Forbes  rejl 
more  than  three  years  ago  (.Apr  /5.  / 
"victorious  taxpayers  may  bill  m 
Sam  for  the  costs  of  fighting  the  In- 
Revenue  Service."  That  happy  thil 
was  prompted  by  the  Civil  Rights 
ney's  Fees  Awards  Act,  which  Coi| 
had  passed  in  late  1976.  Primaril 
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In  fact,  we  can  say  the  same  thing  about  Planters' 
Darent  company,  Standard  Brands.  Last  year,  they 
earned  a  net  income  of  $86  million,  after  grossing  a 
ittle  more  than  $2.6  billion  in  sales. 

Last  year  at  Genstar,  we  saw  our  net  income 
limb  over  50%,  to  about  $100  million.  That  was  from 
i  gross  of  a  little  over  $1  billion.  And  with  our  new 
lintkote  acquisition,  we'll  be  close  to  $2  billion  this 
ear.  Not  too  bad  for  a  company  you've  never  heard  of. 

Genstar.  We're  in  land  development,  housing, 
nd  financial  services.  We  make  cement.  We  make 

lanters  is  a  registered  trademark  of  Standard  Brands  Inc. 


building  materials.  But  more  important,  we  make  a 
nice  profit.  Enough  to  double  our  shareholders'  divi- 
dends over  the  past  two  years.  If  you'd  like  to  know 
how  we  do  it,  just  ask  your  broker.  He's  probably 
spotted  us  on  the  New  York  Stock  Exchange. 

For  even  more  details,  give  us  a  call  at  800- 
648-5600  (In  Nevada,  800-992-5710).  Either  way, 
ask  for  Operator  153.  And  we'll  send  you  one  of  the 
most  interesting  success  stories    g+  n  y  mm  «& 
v<  >u've  never  heard  <  if.  If hNi#  IflK 

OUR  SUCCESS  IS  UNHEARD  OF. 

Executive  Offices,  Three  Embaroidero  Center,  San  Francisco,  CA  94111 


CUSTOMER  INFORMATION  FROM  GENERAL  MOTORS 


HOW  TO  HELP  GET  HEALTH  CARE 
WHERE  IT'S  NEEDED  MOST 

PRIVATE  BUSINESS  CAN  SUPPORT  SCHOOLS  LIKE  MEHARRY  MEDICAL  COLLEGE 


There  are  25  million  poor 
people  in  our  country.  For 
most  of  them>  good  health 
care  is  beyond  reach.  In  the 
nation  as  a  whole,  for  instance, 
there  is  one  doctor  for  every 
715  people;  but  among  the 
poor,  the  ratio  is  only  one  to 
3,500. 

Meharry  Medical  Col- 
lege is  working  to  achieve 
better  health  care  for  every- 
one, especially  the  under- 
privileged. For  over  a  century, 
Meharry  has  been  training  the 
economically  disadvantaged 
to  serve  their  communities' 
health  care  needs.  Located  in 
Nashville,  Tennessee,  it  is 
this  country's  only  privately 
supported,  predominantly 
black,  four-year  medical  col- 
lege. 

Meharry's  record  is  im- 
pressive. Seventy-six  per  cent 
of  its  graduates  work  among 
the  urban  and  rural  poor;  62 
per  cent  enter  primary  care, 


the  type  of  practice  in  shortest 
supply.  Both  numbers  are  the 
highest  for  any  medical  school 
in  the  nation. 

General  Motors  views 
Meharry  as  a  vital  national 
resource.  In  the  twelve  years 
that  we've  been  associated 
with  the  school,  we've  donated 
a  substantial  amount  of  money, 
as  well  as  the  time  and  tal- 
ents of  our  executives  for 
fund-raising  purposes.  Gen- 
eral Motors  executives  and 
friends  have  also  established 
two  separate  scholarship  funds 
at  Meharry.  To  date,  25  schol- 
arships have  been  awarded 
totaling  nearly  $70,000. 

General  Motors  also 
supports  other  colleges  and 
universities.  In  1979,  over 
half  of  GM's  total  contribu- 
tions of  $27  million -$14.4 
million— went  to  higher  edu- 
cation. Institutions  receiving 
support  varied  from  well- 
known  schools  such  as  Stan- 
ford University,  Northwestern 
University,  and  the  University 
of  Pennsylvania,  to  community- 
based  schools  like  St.  John 
Fisher  and  Anderson  Colleges. 

General  Motors  also  oper- 
ates its  own  fully-accredited 
undergraduate  engineering 


and  industrial  administration 
college,  General  Motors  Insti- 
tute (GMI),  located  in  Flint, 
Michigan. 

At  General  Motors,  our 
first  priority  has  always  been 
to  build  transportation  that 
gives  people  the  best  value 
for  their  money.  And  by  doing 
that,  to  earn  a  profit.  After 
all,  before  any  business  can 
do  good,  it  must  do  well.  It's 
our  belief  that  all  private  busi- 
ness should  both  do  well  and 
do  good. 

This  advertisement  is  part  of 
our  continuing  effort  to  give 
customers  useful  information 
about  their  cars  and  trucks  and 
the  company  that  builds  them. 

General  Motors 

People  building  transportation 
to  serve  people 


he  rea 
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was  intended  to  help  civil  rights 
ips  sue  the  government  and  private 
ies  for,  say,  sex  discrimination  and 
mp  their  legal  tabs  should  they  win. 

late  Senator  fames  Allen  of  Ala- 
la,  however,  had  tacked  on  an 
■ndment  that  made  the  new  law  ap- 
able  to  cases  brought  under  the  Inter- 
Revenue  Code. 

he  taxpayer  was  anything  but  home 
,  it  turned  out.  Advocates  of  the  new 
isure,  like  Albert  Ellentuck,  national 
partner  of  the  Washington,  D.C.  ac- 
iting  firm  of  Laventhol  &  Horwath, 
lght  the  Allen  amendment  meant 
t  it  said.  The  tax  collectors,  under- 
dably,  took  a  narrower  view.  Tax- 
:rs,  the  IRS  insisted,  qualified  for  re- 
ursement  of  legal  fees  only  if  they 
I  defendants  against  the  government 
could  prove  that  the  Feds  had  acted 
nst  them  in  "bad  faith."  Bad  faith, 
'ers  say,  is  most  difficult  to  establish, 
taxpayers  are  technically  defendants 
tily  about  1%  of  tax  cases.  So  much 
jenator  Allen. 

[odded  by  men  like  Ellentuck  and  an- 
r  Laventhol  &  Horwath  tax  partner, 
|en  Holub,  Congress  has  tried  again. 
|  month  President  Carter  signed  into 
|  a  new  measure,  a  small-business 
liall  sponsored  by  Democratic  Repre- 
litive  Joseph  Addabbo  of  New  York 
could  clarify  the  confusion.  The  new 
(contains  another  Senate  proposal, 
Id  the  "equal  access  to  justice"  sec- 
j  which  states  specifically  that  tax- 
irs  are  entitled  to  reimbursement  of 
|  fees  in  all  tax  cases,  that  they  no 
fcr  have  to  prove  "bad  faith"  and  that 
RS  must  establish  "substantial"  jus- 
iition  for  its  actions.  (Exceptions:  in- 
I  uals  with  net  worth  of  more  than  $  1 
Ion  or  sole  owners  of  businesses 
llh  more  than  $5  million  or  with 
I  than  500  employees.) 
li  es  this  settle  the  question?  Yes  and 
fongress  has  spoken,  but  the  IRS  still 
j3  issue  its  own  regulation  explaining 
jit  reads  the  law,  and  that  will  not  be 
boming   anytime   soon.   For  one 
L  the  new  "equal  access  to  justice" 
l|late  does  not  take  effect  until  Oct. 
181.  The  Treasury  Department  has 
hrown  its  support  to  another  piece 
r.islation  now  in  the  Senate  hopper, 
is  intended  to  deal  specifically  with 
IS  and  its  hassles  with  taxpayers,  in 
ast  with  the  newly  signed  bill, 
h  casts  a  far  broader  net.  So  the 
yer  can  expect  more  waiting.  Paul 
n,  a  Los  Angeles  tax  lawyer  who 
ampaigned  for  fee  repayment,  ar- 
that  because  the  new  law  doesn't 
cases  brought  in  the  Tax  Court  (a 
'  forum):  "We've  now  got  two  laws 
till  no  relief." 


Reach.  No  other  recruitment  and  personnel  placement  organ- 
ization has  the  kind  of  reach  the  Dunhill  Personnel  System  has. 
Over  300  Dunhill  offices  can  recruit  in  virtually  every  city  through- 
out North  America. 

What  does  this  mean  to  you?  It  means  that  we  can  save  you 
time  and  money  in  your  search  for  qualified  personnel.  It  means 
our  efforts  to  aid  your  search  will  not  be  limited  by  state  or  national 
boundaries. 

Finally,  it  means  we  can  reach  out  and  find  the  most  qualified 
personnel  for  any  industry  or  occupational  specialty  regardless 
of  location.  The  next  time  you  need  someone  special,  call  the 
nearest  Dunhill  Personnel  office  in  your  telephone  directory. 
That's  all  the  reaching  you'll  have  to  do. 

The 
Dunhill 

Difference 

WE  MAKE  YOUR  HIRING  JOB  EASIER 

The  National  Personnel  System  /  Over  300  Offices  In  North  America 
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HARNESSING  TECHNOLOGY  FORf 

ENGINEERING  ANDfi 
CONSTRUCTION 
WORLDWIDE 

THROUGH  DAVY  McKEE 


Extract  from  the  Annual  Statement 
by  Sir  John  Buckley,  Chairman, 
for  the  year  ended  31st  March  1980. 


Adverse  conditions  interrupt  strong  profit  performance  of 
recent  years. 

The  nature  and  diverse  locations  of  the  company's  mainstream 
business  leave  its  profits  less  vulnerable  to  inflation  than  many 
others. 

The  prospects  for  the  wide  range  of  our  mainstream  Davy  McKee 
business  continue  to  be  good  -  the  forward  work  load  of  our 
American  companies  has  greatly  improved. 

Davy  stands  well  to  deal  with  change.  We  serve  large,  dynamic, 
energy-based  process  industries  with  a  comprehensive  range  of 
technology,  experience  and  worldwide  resources. 


Highlights  of  the  year 

Turnover 
Profit  before  tax 
Net  assets  employed 
Orders  in  hand  at  30th  June 
Forward  load  at  30th  June 


1980 
l  SS  millions 

1,782 
37.7 
337 
4,290 
2,543 


1979 
US$  millions 

1,448 
61.9 
325 
4,000 
2,384 


Earnings  per  share 


29.6  cents      53.5  cents 


Copies  of  the  Report  and  Accounts  can  be  obtained  from  The  Secretary, 
Davy  Corporation  Ltd.,  15  Portland  Place,  London  W1A  4DD,  England, 
or  from  Davy  Inc.,  6200  Oak  Tree  Boulevard  Cleveland,  Ohio  44131,  USA. 

Engineering  and  construction  for  the  oil,  chemicals,  petro- 
chemicals, plastics,  synthetic  fibers,  fertilizers,  food  and 
pharmaceuticals,  mining  and  minerals,  iron  and  steel,  non-f  erroi 
metals,  coal,  nuclear,  gas,  pulp  and  paper,  water  treatment, 
pollution  control  and  other  process  industries: 
designers  and  manufacturers  of  rolls,  forging  plant,  special 
control  systems,  cranes,  hoists  and  mechanical  handling 
systems,  steel  fabrications,  steel  castings,  and  a  wide  range  of 
custom-built  machinery  for  the  metals  and  other  industries. 


It's  going  to  take  a  mutual  effort  to 
ok  after  their  business.  A  Liberty  Mutual  effort, 


Fortune  500  or  Mom-and-Pop  opera- 
tion, insurance  is  an  important  part  of 
doing  business. 

Recognizing  the  need  for  comprehen- 
sive business  property  coverage,  Liberty 
Mutual  offers  the  Special  Multi- Peril  policy. 
It  combines  the  protection  today's  busi- 
nesses, large  or  small,  need  on  both 
property  and  liability. 

What's  more,  Liberty's  policy  renewal 
program  can  now  automatically  adjust  your 
business  protection  against  the  devastating 
effects  of  inflation. 


We  put  a  lot  of  effort  into  protecting  busi- 
ness property.  Mutual  effort  made  possible  by 
the  more  than  18,000  employees  and  over 
one  million  policyholders  who  together  make 
up  Liberty  Mutual. 

Feeling  safe. 

Feeling  secure. 

It's  a  mutual  feeling. 

LIBERTY 
MUTUAL 

Liberty  Mutual  Insurance  Company,  Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Life  Assurance  Company  of  Boston.  Home  Office:  Boston.  ©1980. 


Readers  Say 


Insightful 

Sir:  Your  pieces  on  organized  crime  are 
truly  impressive,  the  best  I  have  ever 
seen.  That  is  also  the  unanimous  opinion 
of  those  persons  on  our  staff  who  just 
finished  putting  together  our  own  orga- 
nized crime  piece.  You  have  given  the 
business  community  and,  hopefully,  the 
wider  world  an  extremely  valuable  set  of 
insights. 

— William  B  Anderson  Jr. 
Executive  Director, 
Pennsylvania  Crime  Commission 
St.  Davids,  Penna. 


Smart  contestants 

Sir:  I  think  I  will  win  the  $10,000  in  your 
"If  You're  So  Smart,  Here's  $10,000" 
contest  (Fact  and  Comment,  Oct.  27). 
— Charles  T.  Coyle 
Advertising  Manager, 
The  New  York  Times 
New  York,  N.Y. 

Sir:  I  plan  to  quit  smoking  so  that  I  can 
survive  to  collect  the  prize  money. 

— Merle  G.  Rogers 
Centra  I  ia.  III. 

Sir:  Hope  you  can  locate  me  in  ten  years. 

— EE.  Woolley 
Minneapolis,  Minn 

Sir:  I  should  live  so  long.  . 
— Ruben  J.  Guzman 
Danville,  Calif. 

Sir:  A  suggestion:  Why  not  give  the 
"winner"  of  your  ten-year  contest  a 
choice  between  $10,000  cash  and  4 
ounces  to  5  ounces  of  gold? 
— Thomas  Sharp 
Chicago.  Ill 

Sir:  In  January  1990  I  plan  cruise  to  Ca- 
ribbean. Trust  that  your  $10,000  contri- 


bution will  support  one  day's  excursion. 
— Paul  A  Reeder 
Oxford,  N.C. 

Sir:  I  will- accept,  in  lieu  of  $10,000,  a 
one-year  extension  of  my  subscription 
from  October  1990  to  October  1991. 
— Daniel  E.  Glickman 
Northbrook,  III. 

Sir:  So  that  I  might  end  up  with  $10,000 
in  buying  power  in  ten  years,  let  your 
dart-armed  editors  invest  it  in  the  mean- 
time,- they  haven't  done  so  badly. 

—James  W.  Kilman  Jr. 
Cincinnati,  Ohio 


Happy  days . . . 

Sir:  Ben  Weberman's  happy  interest  rate 
forecast  (Fact  and  Comment,  Oct.  27)  may 
or  may  not  be  correct,  but  his  optimism 
is  just  what  all  of  us  need  more  of.  If  only 
more  people  had  the  courage  to  look  on 
the  bright  side,  things  would  get  better. 
— Robert  B.  Ross 
Cambridge,  Md. 


Appraised  reserves 

Sir:  I  noticed  in  your  article  "Like 
buying  gold  at  $35  an  ounce"  (Oct  27) 
that  appraised  reserves  were  not  adjusted 
for  stock  splits  that  occurred  subsequent 
to  the  appraisals  of  Standard  Oil  of  Ohio, 
Union  Oil,  and  Sun  Co.  The  appraisals, 
adjusted  for  splits,  would  be  $101.88, 
$24.85  and  $63.93,  respectively. 
— Mario  Lato 
New  York,  N.Y. 


Supporting  U.S.  fishermen 

Sir:  The  U.S.  fishing  industry  has  very 
little  support  from  its  government  while 
the  foreigners  are  intimately  tied  to  their 


governments.  ("Fish  story,  Chapter 
Sept  15).  Is  it  so  unreasonable  fori 
fishermen  to  want  some  protection? 

U.S.  law  provides  for  duties  to  couij 
vail  or  offset  foreign  subsidies  whej 
can  be  proved  they  exist.  Repeatd 
U.S.  fishermen  have  provided  the  n 
only  to  get  their  petitions  rejectee 
federal  trade  officials. 
— Tim  Sullivan 
Camden,  Me 

Sir:  I  think  it  is  inappropriate  to  chj 
terize  H.R.7039  as  a  bill  that  would! 
ate  an  "OPEC  for  fish."  True,  U.S.  Hi 
men  wish  to  attain  the  best  market  [ 
tion  possible.  However,  this  is  a  go] 
any  company  in  any  industry.  H.R.' 
establishes  the  structure  for  a  stronj 
mestic  industry.  History  has  show| 
the  danger  of  relying  on  foreign  supp 
of  natural  resources. 
— Representative  Don  Young 
Congressman  for  all  Alaska. 
Washington,  D  C. 


Add  that  spinoff 

Sir:  The  article  "Clinkers  and  clunl 
(Oct.  27)  states  that  MGM  Grand  HI 
stock  dropped  32%  since  Jan.  1, 
2H/2  to  14V2.  The  recent  stock  price 
excess  of  the  Jan.  1  price.  On  Mai 
1980  the  company  spun  off  the  film 
sion  to  its  shareholders  via  a  public 
pany,  MGM  Film  Co.  If  you  add  the 
of  that  stock  to  the  current  price  of  I 
for  the  hotel  division,  the  total  pri 
above  the  Jan.  1  price. 
— Fred  Benninger 
Chairman, 

MGM  Grand  Hotels,  Inc. 
Las  Vegas,  Nev 


Timely  calculation 

Sir:  I  wonder  if  Ms.  Kelly's  calci: 

(Readers  Say,  Oct.  27)  shows  that  a  b; 
minutes  ago  St.  Peter  was  dead  12  > 
—Senator  Daniel  P  Moynihan  (D-N.Y] 
Washington,  D  C. 


Timely  difference 

Sir:  The  best  comparison  I  ever 
about  how  big  a  billion  is  (Otter 
ments,  Sept.  29)  was  given  by  Repres 
tive  Tom  Steed  (D-Okla.),  who 
pared  it  to  a  million.  One  mUlioi 
onds  equals  12  days;  1  billion  sei 
equals  33  years. 
—Jerry  Richardson 
Oklahoma  City,  Okla. 


While  we  dither . . . 

Sir:  Re  "Stalemate  along  Clinch  River" 
(Oct.  13).  The  breeder  multiplies  the  ener- 
gy content  of  natural  uranium  by  a  factor 
of  50,  providing  energy  for  millennia. 
The  U.S.  was  the  first  country  to  build  a 
breeder,  EBR-1,  which  operated  in  1950, 
producing  electric  power.  Now,  30  years 
later,  the  U.S.  is  far  behind,  with  France, 
England,  Germany,  Japan  and  the 
U.S.S.R.  operating  and  building  breeders 
and  well  on  their  way  to  reasonable  ener- 
gy independence. 
— H.C.  Anderson 
Schenectady,  N.  Y. 


Sir:  I  count  26  pro  football  teams  in  the 
NFL  alone  as  of  Dec.  31,  1970— not  20. 
The  only  teams  added  in  the  interim 
have  been  Seattle  and  Tampa  Bay. 

— Robert  R.  Royce 
Arcadia,  Calif. 

Sir:  Did  your  figure  for  disposable  income 
in  1979  have  a  decimal  point  missing? 

— Stephen  A.  Shain 
Houston,  Tex. 

It  did.  The  figure  should  have  been  $1.7 
trillion,  not  Si  7  trillion.  So  to  be  fair,  we'll 
add  a  decimal  point  to  those  contestants' 
predictions  that  were  based  on  that  $17 
trillion  number. — Ed. 
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12  YEARS  OLD  WORLDWIDE • BLENDED  SCOTCH  WHISKY  •  86  PROOE  •  GENERAL  WINE  &  SPIRITS  CO.,  NY.  N.Y 


We  won't  give  away  a  bottle  of  Chivas. 

But  how  about  $25,000  on  the 
American  Express*  Gold  Card?  * 


BLENDED  V  SCOTCH 


CHIVAS  BROTHERS  LTD 


The  Chivas  Regal 
Golden  Opportunity 
Sweepstakes.  It's  your 
chance  to  win  $25,000. 
Here's  how  to  enter: 

1 .  Just  look  at  the  label  on  the  hack  of  our  bottle 
for  the  story  behind  Chivas.  Then  answet  the 
following  two  questions: 

1 .  What  is  the  name  of  the  distillery? 

2.  When  was  it  founded? 

Print  your  answers  along  with  your  name  and 
address  on  a  3"x  5"  piece  of  paper,  and  mail  to  the 
Chivas  Regal  "Golden  Opportunity"  sweep- 
stakes. Post  Office  Box  11 ,  New  York,  NY  10046. 
2-  If  you  are  unable  to  locate  the  answers,  send  a 
self-addressed  stamped  envelope  for  a  label  to 
the  Chivas  Regal  "Golden  Oppot tunity"  sweep- 
stakes, P.O.  Box  130,  New  York,  NY  10046. 


3.  Enter  as  often  as  you  wish,  but  each  entry 
must  be  mailed  separately.  Mo  mechanically 
teproduced  entries  will  be  accepted.  All  entries 
musr  be  received  by  January  31,  1981. 

4.  From  all  correctly  answered  entries  received, 
the  winner  will  be  selected  by  tandom  drawing 
under  the  supervision  of  Matden-Kane,  Inc.,  an 
independent  Judging  organization  whose  deci- 
sions ate  final.  The  winner  will  be  notified  by 
mail. 

5.  All  applicable  taxes  are  the  sole  responsibility 
of  the  winner.  Odds  of  winning  are  dependent 
upon  the  number  ot  entries  received.  Winners 
will  be  required  to  sign  an  affidavit  of  eligibility 
and  release. 

6.  Sweepstakes  is  open  to  all  residents  of  the 
U.S.A.  of  legal  drinking  age  under  the  laws  of 
their  home  state;  except  employees  and  their 
immediate  families  of  General  Wine  and  Spirits 
Company,  its  affiliates,  retailers,  distributors, 
advertising  agencies,  American  Express  Com- 
pany, and  Marden-Kane,  Inc.  Sweepstakes  void 
where  prohibited.  All  federal,  state  and  local 
regulations  apply. 

7.  PRIZE  STRUCTURE  OneGRAND  PRIZE 
of  $2  5,000  will  be  awarded.  If  you  already  are  an 
American  Express  Gold  Card  Member,  you  can 
elect  to  have  a  credit  issued  to  your  account  for 
the  $25,000  prize.  If  you  are  not  currently  an 
American  Express  Gold  Card  Member,  you  can 
apply  for  a  Gold  Card  and,  if  your  application  is 
approved,  you  can  elect  to  have  a  credit  issued  to 
your  account  for  the  $25,000  prize  (first  year's 
membership  fee  paid  by  General  Wine  ck  Spirits 
Co.).  If  you  prefer,  you  can  elect  to  receive  the 
$25,000  prize  in  cash. 

8.  To  find  out  who  the  winner  is,  send  a  self- 
addressed  stamped  envelope  to:  Chivas  Regal 
Winner,  P.O.  Box  223,  New  York,  NY  10046. 

9.  NO  PURCHASE  NECESSARY. 

*Gold  Card  subject  to  approval  of  application. 


"There  are  71  million  barrels  of 
unrecovered  oilin  £1  Dorado,  Kansas. 


And  Cities  Service 
is  on  top  of  it." 


In  1917,  this  was  Cities  Service's  most 
productive  oil  field.  By  1970,  it  looked 
like  we'd  pumped  our  last  barrel  at 
El  Dorado.  Although  we  knew  that 
71  million  barrels  of  oil  were  still  trapped 
in  the  pores  of  the  rocks.  Twice  as  much 
as  we've  produced  so  far. 

But  now,  Cities  Service  is  working 
on  several  ingenious  ways  to  force  oil 
out  of  old  fields  like  this  one.  For 
instance,  look  at  the  cut-away  drawing. 
On  the  left,  a  pump  forces  liquid 
detergent  into  the  rocks,  which  "washes" 
the  oil  out  of  the  pores.  Then  water  is 
pumped  in  and  "flushes"  the  oil  toward 
the  production  well  on  the  right. 

How  important  is  this  effort?  Look  at 
it  this  way:  The  United  States  has  more 
than  300  billion  barrels  of  this  type  oil 
locked  in  existing  fields  as  a  target  for 
costly  exotic  recovery  methods.  Almost 
as  much  oil  as  the  proven  reserves  in 
the  entire  Middle  East  and  about  100 
times  the  amount  the  United  States 
produces  each  year. 

Studies  indicate  these  fields  could 
produce  up  to  three  million  barrels  a  day 
by  1995  from  improved  recovery 
methods.  More  than  one-third  the 
amount  we  now  import. 

So  what  we  learn  at  El  Dorado  today, 
combined  with  the  necessary  capital 
investment,  could  help  ease  our 
dependence  on  foreign  oil  tomorrow. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
part  of  the  solution. 

'potentially  recoverable  tertiary  oil 


a  crowd  •  You'll  never  get  caught 

f    s>  in  the  middle  with 

■ffl^BHRital  Qantas. 

Because  our 
Business  Class  chairs 
are  arranged  in  pairs, 
just  like  First  Class. 
Other  airlines  offer 
business  travelers 
three-abreast  seat- 
ing and  promise 
they'll  leave  the 
seat  in  the  middle 
empty,  if  possible. 
You  can  take 
your  chances,  or  you  can 
take  Qantas. 

We  guarantee  you'll 
never  be  more  than  one 
seat  from  an  aisle.  In  a 
fkgfrmgw  |  nu  chair  so  wide  other 
%X1aM&F€&JIM  jfm  airlines  call  it  First  Class 

Plus  a  lot  more  first- 
class  touches  in  the  air.  And 
on  the  ground. 

"I  am  not  a 
company  man, 

Qantas? 

Qantas  Business 
Class  goes  for  about 
$100.00  more  than  the 
regular  Economy  Class 
fare  to  Sydney  and 
Melbourne  from  San 
Francisco  or  Los  Angeles.  Fly  Qantas 
Business  Class  on  our  major  routes 
around  the  world.  You'll  be  in  good  company 

The  Australian  Airline. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  SIZE  OF  REAGAN'S  WIN  IS  OF  LESS  IMPORTANCE 


the  fact  that  he  had  majorities — most  appreciable — in 
j  section  of  the  country.  A  GOP  Senate  majority  and  a 
en,  shrunken  Democratic  House  margin  insures  that,  in 
mportant  early  months  of  the  new  Administration,  what 
resident  proposes  will  come  to  pass  in  the  Congress, 
s  fortunate  that  Reagan's  record  reflects  far  less  his  pre- 
ination  speaking-circuit  rhetoric  and  far  more  his  conge- 
y  common-sense  preference  for  consensus  when  possible 
r  than  confrontation. 

e  trend  from  Left  to  Right  is  undeniable.  Reagan's  win, 
l^h,  is  no  endorsement  of  red-neckism  or  for  those  screech- 
id  preaching  (literally  and  figuratively)  extreme  Righters. 

great  majority  of  Reagan's  great  majority  see — or 
:— from  him  a  rekindling  of  our  faith  in  America's 


strength,  inner  as  well  as  actual;  a  renewed  sense  of  our 
country's  sense  of  direction,  of  its  worth  and  its  weight  in  the 
world;  a  rebirth  of  principles  that  have  strength  of  muscle  as 
well  as  morality. 

While  Carter  fiddled,  our  confidence — and  the  world's  about 
us — fell. 

Yes,  we've  turned  to  a  man  on  horseback.  Not  in  the  histori- 
cal sense  but  in  the  sense  of  our  mythology  of  cowboys  and  the 
old  West,  where  a  Good  Guy,  at  one  with  his  horse,  rides  in 
from  the  range — the  decent  folk  feel  better  while  the  Bad  Guys 
know  they're  in  trouble. 

The  President-elect  has  played  the  part  on  reels  countless 
times  before. 

I  think  he'll  pull  it  off  again — for  real,  this  time. 


AND  NOW  YOU'LL  SEE  HOW  MUCH  MORE  POWERFUL 


S 


or  the  emotional  state  of  the  country  will  be  on  the 
my  than  any  of  the  many  measurable  factors.  The  mere 
hat  we  feel  things  will  be  better  is  going  to  contribute 
to  making  them  so. 

faltering  relations  with  our  NATO  friends,  the  fear  of 
ragility  of  power  and  purpose  in  the  Middle  East  and 
sion  about  our  strength  and  direction  in  the  Kremlin  will 
diminishing  before  our  new  strength  actually  comes  into 

Just  knowing  it  is  coming  with  the  Reagan  Administra- 


tion makes  an  instant  and  significant  difference. 

Huge  and  essential  spending  for  energy  independence  com- 
bined with  equally  essential  sizable  strengthening  of  our 
military  will  result  in  the  economy  recovering  faster  than 
presently  prognosticated  by  our  ever-myopic  crystal-balling 
economists. 

If  runaway  inflation  isn't  to  deflate  devastatingly  our  promis- 
ing new  Rise,  there'll  be  a  wee  price,  of  course. 
Like,  say,  50<t-$l  per  gallon  added  to  the  tax  on  gasoline. 


ELECTION  REPORT  CARD:  A  FOR  NBC,  B  FOR  ABC,  C  FOR  CBS 

ong  the  networks,  NBC  ran  away  with  the  show,  calling  lty.  ABC,  too,  constantly  one-upped  'em.  CBS,  apparently 
suits  hours  ahead  of  CBS,  who,  even  long  after  Carter  had  without  making  use  of  its  postvoting  polling,  needed  to  play  it 
ded,  hadn't  "granted"  Reagan  an  Electoral  College  major-    so  safe  it  ended  up  looking  sorry. 
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The  following  interview  was  used 

for  an  article  in  Antique  Monthly. 

QUERY:  When  did  the  idea  of  col- 
lecting first  occur  to  you? 

Malcolm  Forbes:  History  always 
fascinated  me,  even  as  a  youngster, 
particularly  the  political  aspect.  So,  I 
started  in  early  collecting  political 
autographs  and  things  of  political  in- 
terest. .  .  .  I've  never  consciously  col- 
lected paintings  in  the  focused  way  my 
son  Christopher  does — as  with  our 
Victorian  Collection  or  19th-cen- 
tury French  military  paintings.  We 
also  have  a  growing  collection  of 
paintings  on  Arabic  subjects — a  by- 
product of  the  Forbes  Arabic  Edi- 
tion. To  use  a  hackneyed  but  thor- 
oughly descriptive  phrase,  I  simply 
acquire  what  I  like.  My  philosophy 
of  collecting  stems  from  several 
things:  the -joy  in  having  the  collec- 
tions and,  as  we  have  developed 
areas  of  specialization,  the  fun  of 
the  chase.  One's  adrenaline  runs 
when  something  comes  up  that  has 
been  long  sought.  And  I  think  we 
can  safely  say  our  art  has  turned  out 
to  be  consequential  as  an  invest- 
ment— because  of  its  diversity  a  lot 
of  what  I  like,  others  do,  too,  so 
there's  a  ready  market  for  it. 

Query:  Do  you  feel  that  you  are 
in  part  responsible  for  the  rise  and 
popularity  in  corporate  underwrit- 
ing or  endorsement  of  the  arts? 

Forbes:  Several  days  a  week  we 
invite  to  luncheon  at  Forbes'  of- 
fices  the  heads  of  most  of  the  ma- 
jor corporations  in  the  country.  In- 
variably they  respond  with  enthusi- 
asm or  mixed  comment  to  the  art 
they  see  here.  In  that  sense  we  have 
had  a  degree  of  influence.  The  Faberge' 
Collection  has  always  intrigued  peo- 
ple as  they  enter  the  Forbes  Building; 
also  the  paintings  and  the  exciting 
autographs  and  historical  documents 
hung  along  the  stairs. 

I  think  we  probably  have  turned  on 
many  people  in  the  corporate  world  to 
the  dimension  that  art  and  collections 
can  add  to  a  company's  setting.  Also, 
it  not  only  intrigues  employees,  it 
conveys  a  flavor  that  there  is  more  to 
the  company  than  a  balance  sheet. 

Query:  Do  you  think  the  word  "ca- 
chet" applied  to  the  art  of  your  organi- 
zation is  too  strong? 


THE  ART  OF  COLLECTING 

Forbes:  I  don't  think  "cachet"  is  it. 
As  soon  as  you  seek  that,  you  cease 
to  have  it.  I  would  say  art  adds  a 
dimension. 

Query:  Did  you  feel  that  you  sort 
of  inaugurated  big  corporations'  un- 
derwriting exhibits  in  museums  and 
so  forth?  The  thing  that  impressed 
me  was  that  your  company  credit 
line  was  in  the  smallest  possible 
type  at  the  Boston  Museum  showing 
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XJtn  the  Forbes  Victorian  Collection 
.  .  an  impact  on  the  market." 

of    some   of   the    Forbes  Faberge. 

Forbes:  That  is  a  reflection  of  the 
way  corporations  have  come  to  use 
collecting  or  to  support  the  arts.  They 
have  learned  that  often  the  greatest 
return  lies  in  understatement.  Art  has 
been  a  beneficiary  of  corporate  lar- 
gess, but  it  has  also  benefited  the  cor- 
porate concept  and  sometimes  the 
less  said,  the  more  powerful  the  im- 
pact made. 

Query:  Suppose  a  corporate  execu- 
tive gets  steamed  up  about  collecting 
tasteless  things? 

Forbes:  If  it  steams  him  up,  it  is 
never  wrong.  But  of  course  it  may  not 
be  very  good  for  the  corporation. 

Query:  Did  you  use  agents  at  all  or 
did  you  do  your  own  picking  and 
choosing? 


Forbes:  We  did  almost  all  our  own 
picking  and  choosing,  but  I  quickly 
learned  that  dealers  can  contribute 
enormously  to  your  awareness  <rf 
what  is  available — calling  attention  to 
things  that  you  might  not  otherwise 
come  across.  We  also  subscribe  to  ev- 
ery auction  catalog  of  consequence. 
But  we  have  dealers  bid  for  us  so  that 
they  are  not  bidding  against  us.  Once 
you  get  into  something,  your  own  per- 
ceptions broaden  and  more  and  dif- 
ferent things  excite  you. 

My  son  set  a  record  price,  that 
got  no  end  of  publicity,  for  an  an- 
tique toy  boat,  the  only  one  of  its 
kind.  521,000  for  a  toy  boat!  But  as 
a  result  of  the  publicity,  we've  been 
offered  first  pick  at  many  things 
that  we  might  never  have  heard  of 
otherwise.  A  high  price,  while  it 
has  certain  elements  of  discourage- 
ment, seldom  harms  any  collec- 
tion. If  the  things  are  good,  the 
value  of  the  collection  is  enhanced. 

Our  Victorian  Painting  Collec- 
tion has  contributed  a  lot  to  thef 
revival  of  interest  in  art  of  that 
period.  It  received  a  great  deal  of 
attention  at  the  Metropolitan  Mu- 
seum of  Art  in  New  York  City  and 
prices  of  Victorian  art  began  to 
climb.  So  in  that  sense  you  can 
have  an  impact  on  the  market. 

If  we  were  to  sell  all  our  Fab- 
erge' Collection  tomorrow — I  hope 
the  day  never  comes  when  we 
have  to,  but  if  we  tried  to — I  pre- 
sume we  would  have  a  reverse 
effect  on  the  market  for  a  while 
until  it  was  absorbed. 

The  competitive  aspect  per  se  does 
not  interest  me.  As  a  good  Scotsman, 
I  always  regret  being  engaged  in  a 
bidding  contest.  I  would  much  prefer 
to  acquire  a  piece  at  the  estimate  or  J 
below  rather  than  find  I  am  compet- 
ing with  another  collector.  We've 
dropped  out  on  occasion  where  it  just 
didn't  seem  to  be  worth  that  much  tori 
us,  but  most  of  the  time  we  try  to  win! 
these  bidding  battles. 

We  have  probably  contributed  a  bit 'j 
to  the  high  cost  of  art  in  certain!! 
areas.  But  with  money  seeming  to  be  I 
of  decreasing  value,  the  odds  are  good  I. 
art  will  never  lose  full  value.  Compa- 
nies can  go  broke,  but  a  good  piece  of  I 
art  never  will.  . 
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A  DIFFERENT  ($50,000  WORTH) 
CHRISTMAS  THOUGHT 

for  those  of  you  looking  for 
something  to  give  the  one 
who  has  everything,  or  just 
at  the  last  minute  to  take 
care  of  those  you've  over- 
looked, here's  a  Christmas 
thought  that  should  fill  the 
bill — from  the  Pepperidge 
Farm's  catalog. 


Tepperidge  farm's 


The  Twelve  Days  ol  Christmas  will  magically 
appear  alive  at  your  door — or  any  door  you 
choose1  The  first  day  will  bring  a  Partridge  in  a 
Pear  Tree,  the  second  day  Two  Turtle  Doves,  the 
third  Three  French  Hens,  on  day  eight,  Eight  Maids 
a  Milking  ,  ,  until  finally  on  day  12.  you  guessed  it,  12  Drummers  Drummin'. 

Imagine  the  thrill  on  day  ten  when  the  lawn  will  be  filled  with  ten  Leaping  Lords 
, .  and  on  the  next  day.  eleven  Pipers  Piping! 

For  $50,000"  we  will  fill  your  life  with  the  Twelve  Days  of  Christmas  including 
Four  Calling  Birds.  Five  Golden  Rings.  Six  Geese  a  Laying.  Seven  Swans  a  Swim- 
ming and  Nine  Ladies  Dancing 

Write  or  call  1-800-243-9314  for  additional  information  .  .  .  ask  for  Lord  Leap, 
Lady  Dance  or  Maid  Milk 


EVERYONE  LOVES  AWARDS 


the  American  business  community  there  are  more  than 
for  everyone.  One  of  the  more  definitively  finite  recog- 
is  was  won  by  American  Can,  according  to  this  report 
the  Mamaroneck  Daily  Times,  rereported  in  The  New 
pr:  "The  American  Can  Co.,  Greenwich,  has  received  the 

CORPORATE  CHIEFTAINS 

usually  last  less  long  than  political  potentates. 


Structural  Breakthrough  Award  and  the  First  Award  for  Institu- 
tional Food  Marketing  in  the  Flexible  Packaging  Association's 
25th  annual  competition  to  determine  the  best  flexible  packag- 
ing introduced  in  1979.  Both  were  for  a  package  created  for 
Swiss  cheese  that  eliminated  the  need  for  a  metal  clip  closure." 

TO  BE  ELECTIVE 

one  cannot  be  selective. 


By  M.S.  Forbes  Jr. 


Several  months  ago  in  a  column  en- 
ded "The  Emerging  Republican  Ma- 
rity"  I  wrote:  "The  GOP,  thanks  to 
onald  Reagan,  could  become  the 
ominant  political  party  for  the  first 
e  since  the  Great  Depression, 
ch  a  notion  is  not  as  fanciful  as  it 
ay  sound." 

Not  bad,  in  light  of  Reagan's  land- 
ide  and  the  Republican  Party's  im- 
essive  gains  in  state  legislatures,  in 
vernorships,  in  House  seats  and  in 
s  unexpected  capture  of  the  U.S. 
nate. 

Most  pollsters  showed  the  race  a 
ad  heat  right  up  to  Election  Day; 
ne  prophesied  a  Reagan  sweep  of 
e  Electoral  College.  I  did  (Forbes, 
ov.  10).  giving  him  375  electoral 
tes.  Of  course,  he  did  better  than 
at,  but  no  forecaster  or  poll  that 
e  know  of  was  as  specific  or  as  near 
target. 

Now,  before  you  and  I  take  this  seer 
o  seriously,  remember  what  ap- 
ared  in  this  column  three  months 
o:  "The  prime  should  be  single  dig- 
by  the  time  Reagan  takes  his  oath 
office." 

My  grandfather's  dictum  still  holds: 
We  make  more  money  selling  advice 
lan  following  it." 

*    *  * 

The  last  incumbent  Democratic 
esident  to  suffer  a  Carter-like  defeat 
his  reelection  bid  was  Martin  Van 


PATTING  BACK 

Buren  back  in  1840.  His  opponent: 
William  Henry  Harrison,  the  oldest 
man  (up  to  now)  to  have  won  the 
presidency. 

We  trust  the  analogy  will  stop 
there. 

"THE  ANDERSON  DIFFERENCE" 

That  was  John  Anderson's  cam- 
paign slogan.  The  only  difference,  it 
turns  out,  was  the  size  of  his  ego. 

Reporters  used  to  needle  Teddy 
Roosevelt  by  toting  up  the  number  of 
"I's"  he  used  in  his  speeches.  Even  TR 
would  have  run  a  distant  second  to 
John  Anderson  in  his  concession 
speech,  where  in  the  first  ten  minutes 
(the  networks  tuned  him  out  and  got 
back  to  reporting  meaningful  results) 
he  referred  to  himself  no  less  than  65 
times. 

Anderson's  election  showing  was 
unimpressive  for  such  a  serious  under- 
taking. Teddy  Roosevelt,  Robert  La 
Follette  and  George  Wallace  all  did 
better  than  Anderson  in  the  popular 
vote  during  their  third-party  efforts. 
These  three  men,  as  well  as  Strom 
Thurmond,  James  Weaver  and  Harry 
Byrd,  also  scored  in  the  Electoral  Col- 
lege in  their  independent  bids  while 
Anderson  got  a  goose  egg. 

ONE  PROMISE 
HE  SHOULD  KEEP 

The  President-elect  will  be  under 
strong  pressure  to  ignore  or  water 
down  his  support  of  the  Kemp- Roth 


Bill,  whose  key  feature  would  reduce 
income  tax  rates  10%  per  annum  for 
three  years. 

Contrary  to  conventional  economic 
wisdom  a  Kemp-Roth  approach — 
combined  with  liberalized  depreci- 
ation schedules — would  do  more  good 
than  harm  in  fighting  inflation  and 
balancing  the  budget. 

Taxes  have  risen  in  the  U.S.  at  al- 
most twice  the  rate  of  inflation  since 
the  late  1960s.  It  is  no  coincidence 
that  as  this  burden  has  become  heavi- 
er, inflation  has  gone  up  (taxes  are  a 
cost  of  living,  of  doing  business)  and 
productivity  and  savings  have  de- 
clined. People  find  themselves  in 
higher  and  higher  tax  brackets  for  do- 
ing the  same  amount  of  work.  The 
connection  between  effort  and  reward 
is  reduced. 

The  Kemp-Roth  Bill  is  patterned 
after  the  Kennedy  tax  cuts  of  the 
early  1960s,  which  also  gave  the 
lion's  share  of  the  tax  reductions  to 
individuals.  But  because  the  Kenne- 
dy legislation,  like  Kemp-Roth,  was 
structured  to  increase  incentives  for 
people  to  work,  to  save  and  to  in- 
vest, it  triggered  the  last  invest- 
ment-led economic  boom  this  coun- 
try has  had. 

As  Britain,  Sweden  and  other  coun- 
tries have  shown,  liberalized  depreci- 
ation schedules  alone  won't  trigger 
more  investment,  won't  bring  about 
productive  economic  growth. 

People  need  incentives,  too. 
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Other  Comments 

Often  (.Dtnincnts  b\  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mincl.-MSF 


Put  Up  and  Shut  'Em  Up 

Tohoku  Electric  Power  Co.  said  it  paid 
the  equivalent  of  $4.3  million  to  resi- 
dents of  Ojika  in  northern  Japan  to  with- 
draw their  opposition  to  a  nuclear  power 
plant  being  built  there.  In  the  12  years 
since  the  company  announced  plans  to 
build  the  piant,  it  has  paid  more  than  $66 
million  to  mollify  residents  of  both  Ojika 
and  nearby  Onagawa,  a  company  spokes- 
man said.  Payments  to  silence  oppo- 
nents of  such  projects  aren't  uncommon 
in  Japan. 

— Wall  Street  Journal 

Not  hindered  by  Jane  Fonda-like  ecol- 
ogy zealots,  the  Soviet  Union  is  moving 
ahead  on  nuclear  energy.  The  country 
currently  has  23  reactors  in  operation, 
providing  10%  of  its  electricity,  about 
the  same  percentage  as  in  the  U.S.  But 
the  Soviets  intend  to  build  fast.  The  pres- 
ent Five-Year  Plan  calls  for  construction 
of  ten  reactors  a  year. 

— Time 


Deep-Seated  Doubts 

West  German  Chancellor  Schmidt  be- 
lieves that  U.S.  forces  in  his  country 
have  deteriorated  to  a  degree  that  will 
take  years  to  repair.  The  core  of 
Schmidt's  argument  is  that,  without  a 
draft,  there's  no  chance  of  getting 
enough  American  reserves  into  uniform 
and  onto  the  European  battlefield  in  time 
to  cope  with  a  real  crisis.  Schmidt  says  it 


will  take  five  years  for  the  U.S.  to  get 
into  military  shape. 

If  there  were  war  in  Europe,  General 
Bernard  Rogers,  Supreme  Allied  Com- 
mander Europe,  says,  "the  U.S.  Army 
would  run  out  of  infantry,  armor,  artil- 
lery and  medic  replacements  before  the 
draft  could  take  over.  ..." 

— U.S.  News  &)  World  Report 

Disillusioning  Models 

It's  not  easy  to  shatter  dreams  and  I'm 
afraid  there's  a  lot  of  broken  glass  on  the 
floor  around  my  feet.  It's  tough  to  tell 
some  girl  that  she  isn't  pretty  enough,  or 
that  she's  too  tall  or  too  short  or  too 
something  else.  But  I've  found  the  only 
way  to  say  it  is  firmly.  The  more  severe- 
ly, the  more  they'll  believe  it. 

— Jerry  Ford, 
Ford  Model  Agency 

Playing  It  Safe 

When  Octavian,  later  the  Emperor 
Augustus,  returned  to  Rome  after  defeat- 
ing Marc  Antony,  he  was  supposedly 
given  a  raven  trained  to  say  "Ave,  Cae- 
sar victor  imperator"  (Hail,  Caesar,  vic- 
torious leader).  Octavian  was  so  pleased 
that  he  paid  the  trainer  a  handsome 
sum.  But,  so  the  story  goes,  a  jealous 
onlooker  forced  the  seller  to  reveal  that 
he  had  trained  another  raven  to  say 
"Ave,  victor  imperator  Antoni"  in  case 
the  battle  had  turned  out  differently. 


'How  do  I  know!  How  the  hell  do  you  think  I  know! 
A  little  birdie  told  me.  That's  how  I  know!" 


Octavian  made  him  split  his  ri 
with  the  informer  as  a  penalty  for 
ing  his  bets. 

— Peter  Muller,  Smithsi 

Why  Else  Would  We  Buy  '1 

One  of  the  troubles  with  kilts  ii 
they  last  too  long. 

— Douglas  Kinloch  Andl 
Edinburgh  kilti 


Virtue  without  power  is  impol 
—Henry  Kiss 
White  House 


Costly  Shortest  Distant 

Tsar  Alexander  IH  entrusted  the 
opment  of  railways  to  his  son  and 
Tsarevitch  Nicholas  II.  Thus  the 
made  his  first  and,  as  later  events  wt 
prove,  thoroughly  characteristic  c 
bution  to  his  country's  history. 

Presented  by  the  American  su: 
who  had  been  called  in  to  plan  th 
line,  from  St.  Petersburg  to  Moscc 
pulled  the  map  showing  its  mean 
course  towards  him,  picked  up 
and  a  pen  and  drew  a  straight  li 
between  the  two  cities,  dedj 
"This,  gentlemen,  will  be  your 
They  protested  that  it  would  mj 
the  intervening  towns  which  the 
so  painstakingly  linked.  "So,"  tj 
plied,  "let  the  towns  come  to  th 
way."  And  with  absurd  and  imrru 
ably  costly  economic  consequeno 
was  done. 

— The  Lost  Pleasil 
the  Great  Trains,  Martii 

First— the  Egg  or  Chicki 

"It's  ironic,"  Craig  Claiborne  sij 
built  a  house  that  cost  me  so  mil 
gave  me  hypertension.  Then  I  r 
write  a  book  on  how  to  control  hyp 
sion  to  pay  for  the  house." 

— Nan  Robe 
New  York  Times  Book  R\ 

No  Steal 

David  Hockney  showed  us  the  tr 
has  painted  at  the  back  of  [a  sta 
he's  designing)  and  told  us,  "I  stole 
from  Matisse."  Then  he  opened  a 
published  art  book  containing 
thing  by  Matisse  which  is  in  the  H 
age  Museum  in  Leningrad.  Po 
proudly  to  one  of  the  reproductio 
said:  "There!  That's  the  tree  I  st< 
pretended  to  be  scandalized:  "I 
You  should  never  use  that  word 
didn't  steal  that  tree,  you  quoted  i| 
— Christopher  Isherwood,  Inte 
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'Engine  Riviera:  •  Standard  4.1  liter  V-6  •  Available  3.8  liter turbocharged  V-6(N.A.  California) 
•  Available  5.0  liter  V-8  •  Available  5.7  liter  diesel  V-8    T  TYPE:  •  Standard  3.8  liter  turbo- 

■  charged  V-6  (N.A.  California)  -  Available  4.1  liter  V-6  -  Available  5.0  liter  V-8  (Buicks  are  equipped  with  GM- 
Ibuilt  engines  supplied  by  various  divisions.  See  your  dealer  for  details.)  •  Chassis  Standard:  •  Front-wheel  drive 
:|»  Power  steering  •  Power  front  disc/rear  drum  brakes  •  Four-wheel  independent  suspension  •  Front  torsion 
■bars,  rear  coil  springs  •  Automatic  level  control  •  Gran  Touring  suspension  (T  TYPE)  Available:  •  Four-wheel  disc 
<|  brakes  -  Firm  ride-and-handling  (Riviera)  •  Gran  Touring  suspension  (Riviera)  •  Comfort  and  Convenience 
j  Standard:  •  45/45  notchback  seats  with  fold-down  center  armrest  on  driver's  side  (Riviera)  •  Cloth  bucket  seats 
|(T  TYPE)  •  6-way  power  seat,  driver's  side  •  Door  courtesy  and  warning  lights  •  Storage  console  (T  TYPE) 
1*  Side-window  defroster  outlets  •Quartz-crystal-controlled  digital  clock  •  Soft-Ray  tinted  glass  -  Power 
Wwindows  •  AM-FM  stereo  radio  (delete  radio  option  available)  •  Lights:  front  ashtray,  under-dash,  courtesy,  glove 
||compartment,  engine  compartment,  luggage  compartment  •  Electric  door  locks  •  Automatic  power  antenna  •  Air 
Jlconditioner  •  Trip  odometer  •  Remote-control,  outside  left-  and  right-hand  rearview  mirrors  •  Headlamps  "on" 

vindicator  •  Cornering  lights  •  Tungsten-halogen,  high-beam  headlights  (TTYPE)  Available:  •  Luggage  compart- 
lijment  protective  floor  mat  •  Front  and  rear  carpet  savers  with  inserts  •  Exterior  coach  lamps  (included  with  vinyl 
Ifltops)  •  Door-edge  guards  »  Color-coordinated,  protective  body-side  moldings  •Sunroof — electric  operation 
j  (•  Astroroof — electric  sliding  glass  (Headroom  is  reduced  slightly  with  either  option)  •  Heavily  padded  Landau  top 
[■with  coach  lamps  •  Electric  fuel  cap  lock  (not  available  with  diesel  engine)  •  Custom  locking  wire  wheel  covers 
|i»  Chrome- plated  "road  wheels  (4)  •  Theft-deterrent  system  with  starter  interrupt  -  Leather-trimmed  seats 
Iain  seatbacks  and  seating  areas)  •■  6-way  power  seat,  passenger  side  •  Reclining  electric  seatback,  passenger 
Jlside  •  Reclining  electric  seatback,  driver's  side  •  Reclining  manual  seatback,  passenger  side  (T  TYPE)  •  Tilt 
llsteering  column  •  Tilt  and  telescoping  steering  column  (Riviera)  •  Automatic  electric  door  locks  •  Electric  trunk 
[lock  release  •  Electric  trunk  lock  •  Front  and  rear  light  monitors  •  Lighted  visor  vanity  mirrors  •  Rear  quarter 

■  ^courtesy -and  reading  lamps  •  Two-speed  wiper  with  low-speed  delay  feature  "Tungsten-halogen,  high-beam 
Ijpeadlights  (Riviera)  -  Extended-range  speakers  •  Concert  Sound  speaker  system  •  ETR  AM-FM  stereo  radio 
i|f  8-track- tape  player  with  AM-FM  stereo  radio  •  8-track  tape  player  with  ETR  AM-FM  stereo  radio  •  Cassette 
Ijjtape  player  and  ETR  AM-FM  stereo  radio  •  Cassette  tape  player  with  AM-FM  stereo  radio  •  CB  and  AM-FM  stereo 
Ijradio  with  Triband  power  antenna  •  CB,  8-track  tape  player  and  ETR  AM-FM  stereo  radio  with  Triband  power 
Irantenna  *  Full-feature  AM-FM  stereo  radio  •  Cassette  tape  player  and  Full-feature  AM-FM  stereo  radio  •  8-track 
jitape  player  and  Full-feature  AM-FM  stereo  radio  •  Electronic  Touch  Climate  Control  air  conditioner  •  Electric 
[{rear-window  defogger  •  Cruise- Master  speed  control  with  resume-speed  feature  •  Fuel  usage  light  -  Low  fuel 
■indicator  •  Trip  monitor  •  Illuminated  door  lock  and  interioMiojitjTin^^  ^pntirjel  headlamp  control 
S  •  Electrically  operated,  outside  rearview  mirrors 
I  j  ^Appearance  and  T*rotection  Standard 
Bffind  rear  bumper  guards  •  Bumpe"  ^rote^j 
||  Sport  steering  wheel  (TJYPFN 
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It  took  raw  courage  to  launch  the  William  Lines  first  ship. 


Times  were  hard  and  uncertain 
in  the  Philippines  forty  years  ago. 
But  a  young  man  named  William 
Chiongbian,  determined  to  start  a 
shipping  business,  scraped  together 
enough  money  to  buy  a  thirty-foot 
boat. 

Today,  William  Lines  is  the 
largest  inter-island  passenger  and 
cargo  carrier  in  the  Philippines.  And 
though  it  is  a  $55  million  company 
with  a  fleet  of  modern  ships,  adding 


its  latest  vessel  presented  almost  as 
many  problems  as  the  first. 

"A  timely  need" 

Victor  Chiongbian,  company 
president  and  son  of  the  founder 
explains,  "To  keep  pace  with  growing 
demand,  we  wanted  to  acquire  a 
$6.5  million,  5,000-ton  luxury  liner/ 
containership.  The  Dona  Virginia 
would  be  the  largest,  fastest,  most 
luxurious  ship  in  the  country.  But  we 


couldn't  wait  for  the  prevailing  hi£ 
interest  rates  to  go  down.  No  ordir 
financing  package  would  do.  We 
turned  to  Citibank  " 

"A  unique  letter  of  credit" 

"Our  solution,"  says  Citibanke 
Henry  \  aldez,  "was  to  find  a  third 
party  to  fund  the  loan.  We  arrange 
the  complete  package  and  structui 
a  unique  $6.5  million  letter  of  cred 
to  guarantee  payment.  William  Lii 


Citibank,  N.A.  Member  F 


It  took  a  Citibank  letter  of  credit  to  launch  the  twenty-fourth. 


got  the  Dona  Virginia  on  schedule,  at 
the  crucial  moment  in  their  growth 
timetable." 

Adds  Mr.  Chiongbian,  "Citibank 
is  ( iiir  lead  bank  and  our  only  bank  for 
trade  financing.  We  can  depend  on 
them  for  new  ideas  and  better  solutions." 

In  the  Philippines  and  in  nearly 
LOO  countries  around  the  world, 
Citibank  contributes  to  economic  m 
development— with  innovations  that 
help  businesses  grow. 


Victor  Chiongbian,  William  Lines  President  (left)  and 
Henfy  Valdez.  Citibank  Assistant  Vice  President,  discuss 
the  fleet 's  latest  addition. 


CITIBANK 

A  subsidiary  of  Citicorp 
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Free  enterprise,  like  freedom  itself,  never  comes 
free.  It's  something  you've  got  to  speak  out  for, 
and  fight  for. 

Trouble  is,  too  many  of  us  take  freedom  for 
granted  and  allow  our  most  precious  heritage  to 
slip  away,  a  piece  at  a  time. 

So  if  you  really  want  to  revitalize  America, 
begin  by  revitalizing  one  of  America's  basic 
eedoms:  Speak  out  for  free  enterprise. 

After  9H  i+  Koayn  Vi*kv>c>  Rut  it  r-milH  nlsrk  onrl  Vie 
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lli/inr'A  Free  enterPri«e 
^llv.11  Iv-W  companies  in  insurance, 

jfOlJD  real  estate  and  management 

r  services  with  assets  of  $2.7  billion. 
9  Third  Avenue,  New  York,  New  York,  10022. 
"Mance  Group,  Incorporated. 


Forbes 


quick  turnaround  is  coming,  but  the  car- 
ikers'  $1.8  billion  in  third-quarter  losses 
irk  the  bottom  of  the  pit.  Now  comes  the 
ig  struggle  up. 


Out  of  the  ditch 


By  Jerry  Flint 


we  don't  see  the  light  at  the  end  of 
[le  tunnel,  we  see  the  rosy  glow," 

ys  Roger  Smith,  chairman  and 
elect  of  the  General  Motors  Corp. 

with  the  election  behind  us,  I 
•  we'll  see  the  light." 
in  in  Detroit,  where  pessimism  is 
st  the  law,  that's  real  optimism, 
[all,  the  four  U.S.  automobile 
rs  combined  lost  around  $1.8 
n  in  the  third  quarter.  The 
model  year  has  started  off 
pnore  of  a  sputter  than  a  roar 
J  many  of  the  reported  sales 
leftovers).  Truck  sales,  which 
lit  always  considers  a  harbin- 
[  business  to  come,  are  sick, 
high  interest  rates  are  a  defi- 
[rawback  to  recovery. 
L  in  fact,  there  are  signs  that 
prst  is  over.  "It's  not  all  black, 
by.  Not  white,  but  gray,"  says 
Idwell,  vice  president-car  and 
I group  at  Ford.  Of  course,  re- 
Y  will  be  tough.  "Anyone 
t>  this  is  going  to  be  easy  is  crazy.  But 
le  that  thinks  we're  not  going  to 
lout  of  this  is  crazy,"  he  says, 
pt  are  the  pluses?  For  one,  the  bot- 
jvas  a  5.2  million-a-year  car  sales 
for  the  U.S. -made  "domestics"  last 
fcince  then  the  sales  rate  has  edged 
iadily,  leveling  off  at  about  6.7  mil- 
pmestics  a  year  in  October.  But  the 
rate  is  expected  to  start  edging  up 
I  maybe  to  a  7.5  million-a-yearprate 


for  the  domestics  by  spring.  That's  no 
boom  rate,  but  it  is  a  start. 

There  are  another  2.5  million  import- 
ed cars  being  sold  in  the  U.S.  this  year, 
but  President  Carter  has  promised  to  talk 
to  Japanese  Prime  Minister  Suzuki,  so 
some  relief  from  the  flood  is  possible. 

More  small  cars  are  on  the  way,  too, 
but  each  carmaker  has  its  own  battle 
plan.  GM  is  in  the  best  shape.  But  for  the 


Checking  out  the  1981  models 
"It's  a  jungle  out  there." 


that 


enormous,  multibillion-dollar  invest- 
ments being  made  for  small-car  conver- 
sion, GM's  U.S.  car  production  would  be 
profitable  even  at  today's  low  volume. 
Next  spring  that  conversion  will  produce 
another  dividend,  the  first  of  the  J-car 
series  with  four-cylinder  engines  and 
front-wheel  drive.  These  new  models 
will  be  smaller  than  GM's  big  winner, 
the  X-body  series,  and  larger  than  its  tiny 
Chevette.  GM  does  not  expect  the  J-cars 
to  be  the  big-volume  sellers  the  X-models 


were  until  more  plants  are  converted  to 
J-car  production  in  its  second  year.  "But 
they  will  get  customers  into  the  show- 
room," says  Smith.  Of  course,  the  tool- 
ing cost  of  those  spring  models  will  be 
piled  into  the  next  two  quarters,  which 
hurts  the  short-range  profit  picture,  but 
it's  got  to  be  done  and  the  sooner  the 
better.  "Our  plan  is  to  be  profitable  with 
those  changes,"  says  Smith.  "Our  hope 
is  that  we  get  higher  volume." 

How's  morale?  Says  another  longtime 
GM  man,  "Listen,  come  spring  and  we 
come  out  with  the  J,  and  for  every  six 
months  after  we've  got  something  new 
coming  out  of  the  faucet,  brand  new. 
Things  are  going  on  around  here  like 
never  before.  Lordstown  and  Southgate 
[assembly  plants  in  Ohio  and  California] 
will  be  opening  in  the  spring  for  the  J, 
first  on  a  single  shift,  later  double.  Cadil- 
lac is  planning  a  second  shift.  We're 
moving  earth  like  it's  going  out  of  season 
at  Orion  township  [Michigan  site  of  a 
new  Pontiac  plant],  and  the  same  down 
at  Wentzville  [a  new  assembly  plant  out- 
side St.  Louis]."  After  the  J-cars  will 
come  some  new  front-wheel-drive  mod- 
els in  the  intermediate-size  line  and  later 
a  high-volume,  two-seat  sports  car.  GM's 
layoffs,  140,000  in  April,  have  worked 
down  to  96,000 — again,  no  boom  level, 
but  a  start. 

On  the  other  side  of  motor  city, 
at  Ford  in  Dearborn,  it's  rougher 
because  Ford  is  further  back  in  con- 
version to  smaller  cars,  which 
hurts  sales.  The  new  four-cylinder, 
front-wheel-drive  Escort  and  Lynx 
models  will  be  successes;  Ford  is 
certain  of  that,  with  480,000  to  be 
built  in  U.S.  and  Canadian  plants 
this  model  year,  all  that  can  be 
rolled  out.  But  it  will  take  a  few 
years  of  production  to  work  down 
what  Ford  calls  $2  billion  in  invest- 
ment for  those  cars  and  break 
them  into  the  black.  Ford  has  a  pair 
of  sleek  two-seaters  coming  out  in  the 
spring,  too,  but  they  are  built  from  the 
basic  Escort-Lynx  and,  because  Ford  is 
short  of  four-cylinder  engines  and  trans- 
missions, they  will  be  part  of  that 
480,000,  not  additions. 

In  another  year  Ford  will  have  almost 
twice  as  many  small-car  engines  and 
parts,  a  plus.  But  Ford  will  have  a  big  hole 
in  its  lineup;  no  new  "compact"  model 
like  GM's  successful  X-cars  and 
Chrysler's  promising-looking  K-bodies. 
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One  big  plus  at  Ford  is  that  the  effects 
of  its  enormous  cost-cutting  efforts  are 
beginning  to  be  felt.  Its  third-quarter 
loss,  $595  million,  was  very  nearly 
worse.  "Sixty  days  earlier  it  was  looking 
like  $100  million  more,"  admits  one 
Ford  executive.  "That  improvement 
didn't  come  from  volume."  Some  came 
from  "aggressive  pricing"  (read  "higher 
prices")  and  much  of  it  came  from  that 
cost-cutting,  he  says. 

What  Ford  really  needs  is  a  recovery  in 
its  truck  sales.  Even  when  cars  were  los- 
ing money  at  Ford's  American  operation 
in  1977  and  1978,  the  truck  business 
kept  pouring  in  profits.  The  business 
slump  2nd  the  collapse  of  the  fun-truck 
market  chopped  those  dollars.  This  year 
Ford's  U.S. -Canadian  car  production,  for 
example,  is  down  38%,  but  truck  output 
is  down  43%,  although  this  is  one  place 
where  Ford  doesn't  look  as  poor  as  GM, 
which  has  seen  its  own  truck  output 
drop  49%. 

Chrysler,  in  contrast  to  Ford,  has  its 
big-volume  front-wheel-drive  cars  in  pro- 
duction— the  new  K-series  and  the  older, 
smaller  Omni  Horizon  models.  Its  prob- 


lem is — and  will  be — that  there  is  a  di- 
minished dealer  force  to  sell  them  (3,900 
today,  is  4,800  two  years  ago)  and  cus- 
tomers have  been  frightened  by  the  re- 
ports of  Chrysler's  huge  losses  and  fight 
against  bankruptcy.  The  K-cars  seem  to 
be  selling  well,  Chrysler  must  sell  some 
of  its  larger  models  and,  like  GM  and 
Ford,  it  has  trouble  with  those.  Earlier 
forecasts  of  a  $250  million  fourth-quarter 
profit  are  dead.  "It's  touch  and  go  wheth- 
er we'll  be  in  the  black  or  not,"  says 
Executive  Vice  President  Jerry  Green- 
wald.  High  interest  rates  that  keep  deal- 
ers from  stocking  cars  are  the  trouble,  he 
says.  But  a  profitable  fourth  quarter  is 
still  possible.  "Next  year  should  see  us  in 
the  black,"  he  adds.  He  also  says  the 
company  has  a  fighting  chance  that  it 
won't  need  any  more  of  its  federal  loan 
guarantee  ($800  million  borrowed,  $700 
million  still  available). 

Arvid  Jouppi,  auto  analyst  for  John 
Muir  &  Co.,  says  he  expects  to  see 
Chrysler  break  even  in  the  fourth  quar- 
ter. But  he  sees  it  respectably  in  the 
black  for  all  1981  along  with  Ford  and 
General  Motors.  This  would  represent  an 


Its 


enormous  turnaround.  Are  you  an  0] 
mist?  asked  Forbes.  "No,  I  think 
right,"  snapped  the  Detroit  veteran  ol 
years.  Even  when  the  carmakers  reco^ 
it  won't  be  quite  the  same,  although  t 
won't  be  all  bad.  "The  days  of  the  ' 
Three'  are  finished,"  says  Bidwelll 
Ford.  "There  are  going  to  be  six  or  sei 
guys  struggling  for  this  market,  hera 
stay,  no  more  two  big  ones  and  a  wn 
bunch  of  I'/i  pointers  (in  share  of  rr 
ketj."  What  he's  saying  is  that  com 
nies  such  as  Volkswagen,  Toyota,  Nis| 
and  Honda  will  be  part  of  the  Amern 
scene.  Volkswagen  already  has  one 
sembly  plant  here  and  is  readying  a  ! 
ond.  Honda  plans  a  car  plant  in  Ohio 
Nissan  a  truck  plant  in  Tennessee.  C| 
the  years  that  will  mean  more  Amen 
jobs  and  more  business  for  partsmak 
who  have  been  badly  hurt  by  Detrc  t;  . 
slump.  To  Bidwell  it  means  years  fate^ 
fierce  competition  for  market  share. ' 
a  jungle  out  there,"  says  Bidwell,  \ 
still  laughs  at  adversity. 

Jungle  it  is,  but  those  Detroit  tigers 
wounded  and  hungry,  just  the  type  ..- 
tiger  that  is  dangerous.  ■ 
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In  1773,  proper  Massachusetts  citizens  pro- 
tested taxes  by  dumping  boxes  of  tea  in  the 
harbor  They're  at  it  again.  Only  this  time 
they're  throwing  their  cities  in  the  drink. 

The  Second 
Boston  Tea  Party 


fiscal  1981  budget.  By  the  time  the  lai 
fully  enacted,  the  city  will  have  to  si 
its  budget  by  $312  million.  With 
Boston's  budget  going  to  fixed  costs 
debt  service,  that's  a  lot  of  police, 
men  and  garbage  collectors  out  of  wa  : ■-■  - 

Although  there  is  an  escape  clause 
der  which,  by  a  two-thirds  vote,  a 
nicipality  can  temporarily  repeal  2'/i  • 
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By  Richard  Greene 


Last  Tuesday  the  citizens  of  Massa- 
chusetts^— "mad  as  hell  and  not  going  to 
take  it  anymore" — voted  in  favor  of  the 
so-called  Proposition  2Vi  tax  cut.  If  the 
new  statute  stands  in  its  current  form  it 
spells  chaos  for  the  state.  Towns  con- 
taining close  to  90%  of  the  state's  popu- 
lation will  be  forced  to  cut  back.  Many 
will  fire  police  and  firemen,  close  schools 
and  generally  go  over  that  much-men- 
tioned municipal  brink  at  the  edge  of 
which  New  York,  Cleveland  and  others 
have  long  tottered.  Some  may  even  be 
forced  into  default. 

The  mechanism  behind  the  highly 
controversial  Proposition  2  Vi  is  simple. 
When  it  is  fully  phased  in,  local  property 
taxes  on  real  and  personal  property  will 
be  limited  to  2V2%  of  a  municipality's 
assessed  value.  This,  by  comparison  with 
the  6%-to-8%  level  now  in  force  in  many 
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How  Prop.  2%  Works 
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of  the  most  populous  communities  in  the 
state.  The  law  will  be  phased  in  by  cut- 
ting taxes  15%  a  year  until  the  2'/2% 
level  has  been  reached. 

Result:  Income  from  property  tax — in 
many  communities  the  prime  source  of 
revenues — will  be  cut  by  as  much  as 
75%.  Take  Boston,  for  example.  The  first 
year  under  IVi,  it  will  see  total  revenues 
cut  by  S86  million,  or  10.3%  of  the  city's 


one  year,  that  offers  no  immediate  he  : 
Getting  two-thirds  of  the  people  to  a; 
on  anything  is  hard.  Moreover,  the  \ 
would  be  in  November,  four  months  a 
most  cities  set  budgets. 

Explains  Sheila  Cheimets  from 
Massachusetts  Municipal  Associat 
"For  the  older  communities,  this  kinl  Propos 
rollback  will  have  a  guillotine  eft  z:  ■ 
immediately    destroying  them 
newer  and  more  vital  areas  will 
slowly  strangled 

Either  way,  the  most  immed 
effects  of  Proposition  2'/2 
doubtless  be  felt  in  the  bond  mark 
When  this  story  went  to  press,  it  seei 
likely  that  Moody's  was  going  to  susp 
ratings  on  all  Massachusetts  comm' 
ties,  awaiting  proof  that  they  are  solv 
Even  after  the  dust  clears,  a  numbe 
communities  will  see  their  bond  rat 
drop.  Said  Ruth  Corson,  a  vice  presic 
with  E.F  Hutton,  "I  think  you'd  hav 
be  crazy  to  get  involved  in  a  Massac 
setts  bond  issue  right  now." 

Ironically,  2V2  should  virtually  el: 
nate  any  efforts  on  the  part  of  Massac 
setts  communities  to  attract  industr 
improve  the  tax  base.  The  law  dec 
that  once  a  municipality  reaches 
2V2%  limit,  it  can  only  increase  its  p 
erty  taxes  by  2Vi%  a  year — regardles 
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a'  many  new  businesses  locate  there, 
there's  no  point  to  attracting  new 
inesses.  They  won't  bring  in  more  tax 
lars  once  you  run  into  that  cap,  and 
y  might  even  cost  money  if  the  mu- 
ipalities  have  to  put  in  roads  or  sew- 
Better  to  stagnate  than  lose  ground. 
Vhy  did  the  good  people  of  Massachu- 
s  get  themselves  into  such  a  mess? 
i  operative  word  here  is  "frustration." 
;y'd  gotten  weary  of  living  in  a  state — 
bed  Taxachusetts — with  one  of  the 
hest  tax  rates  in  the  country.  Having 
highest  rates  is  bad  enough,  but 
n  these  taxes  are  property  taxes  it's 
n  worse.  "Property  taxes  are  terribly 
essive  taxes,"  says  E.F.  Hutton's  Cor- 
"They  don't  measure  the  ability  to 
they  just  measure  land  holdings, 
ch  may  have  nothing  at  all  to  do  with 
ndividual's  income." 
/rites  Robert  Kuttner,  author  of  Revolt 
e  Hares,  "An  increasing  portion  of  the 
worth  of  ordinary  people  is  the  equity 
/  have  in  their  homes.  Consumer  sav- 
have  declined  in  comparison  with 
:  sing  values.  This  is  both  a  cause  and 
effect  of  the  inflation  in  housing 
es.  The  result  is  that  most  of  the 
1th  held  by  working  people  is  taxed  at 
easing  rates,  while  the  large  propor- 
of  the  holdings  of  the  well-to-do — 
art,  gold,  stocks,  bonds,  expensive 
iture — are  not  taxed  as  property." 
'operty  taxes,  moreover,  reflect  the 
lomy  poorly— they  are  the  same  in 
times  as  well  as  good.  Not  only  does 
make  them  deadly  for  the  poor  guy 
\'s  been  laid  off,  it  doesn't  help  the  tax 
ectors  either.  In  boom  times,  while 
ime  taxes  and  sales  taxes  quickly  fill 
icipal  coffers,  property  taxes  may 
Higher  prices  for  housing  don't  get 


Proposition  2V2  had  been  in  effect  last  year,  here's  what  would  have 
appened.  It's  not  just  the  industrial  centers  like  Boston  and  Springfield  that 
ffer.  Wealthy  bedroom  communities  like  Brookline  and  Newton  do,  too. 


produce  a  negligible  revenue  stream  for 
the  municipalities. 

Faced  with  this  kind  of  taxation,  Mas- 
sachusetts citizens  tried  unsuccessfully 
for  years  to  get  the  legislature  to  remedy 
the  situation.  But  whatever  you  do  with 
the  tax  code,  somebody's  taxes  are  going 
to  go  up> — and  that  means  lost  votes.  So, 
the  legislature — called  the  "chicken  leg- 
islature" throughout  the  state — declined 
to  act. 

Result:  a  backlash.  A  combination  of 
conservatives  and  liberals,  blue-collar 
workers  and,  surprisingly,  the  high-tech- 
nology industry  in  the  state  decided  that 
the  only  way  to  get  things  working  right 
was  to  rip  them  down.  Though  big  dol- 
lars were  brought  in  by  the  unions  to 
fight  2Vi,  on  Election  Day  in  the  privacy 
of  the  voting  booth  a  comfortable  major- 
ity of  the  state  supported  the  measure. 
But,  since  Proposition  IV2  is  a  statute,  it 
can  be  amended  by  the  state  legislature. 
It  can  even  be  thrown  out  or  entirely 
rewritten.  The  legislature,  as  it  happens, 
is  reconvening  a  constitutional  conven- 
tion on  Nov.  12.  Although  the  avowed 
purposes  of  this  convention  have  noth- 
ing to  do  with  revising  2Vi,  they  could 
use  the  opportunity  to  make  drastic 
changes  in  the  statute.  No  one  can  pre- 
dict what  will  happen,  if  anything. 

Says  Peter  Rousmaniere  of  the  Council 
on  Municipal  Performance,  "The  back- 
ers of  Prop  2Vz  are  high  rollers,  sending  a 
message  to  the  legislators  that  some- 
thing needs  to  be  done  here.  Things  have 
to  be  changed." 

But  these  high  rollers  may  be  political- 
ly naive.  Says  Corson,  "I  think  there  is 
fallacious  reasoning  here.  Why  are  they 
suddenly  assuming  that  the  legislature 
will  do  anything?  The  legislature  could 
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Fiscal 
1980  budget 

Estimated  loss 
from  Propo- 
sition 2V2  in 
first  year 

%  of 
fiscal  1980 
budget 

Estimated  total 

property  tax 
reduction  under 
Proposition  2l/i 

$732,381,000 

$72,542,213 

9.9% 

$311,990,200 

52,148,000 

7,719,159 

14.8 

21,232,939 

117,817,000 

10,983,600 

9.3 

32,392,220 

68,022,000 

6,383,938 

9.4 

13,089,187 

83,615,000 

12,935,143 

15.5 

19,449,286 

42,749,000 

5,152,775 

12.1 

9,714,132 

53,323,000 

6,179,848 

11.6 

18,029,088 

130,200,000 

11,034,654 

8.5 

23,629,260 

:ted  in  property  taxes  until  the  prop- 
ass  s  reassessed. 

len  California  passed  its  Proposi- 
13,  a  substantial  surplus  and  healthy 
ass  lues  from  income  and  sales  taxes 
there  to  keep  the  state  going.  Hav- 
Dent  the  $200  million  surplus  inher- 
from  the  Dukakis  administration, 
achusetts  towns  have  no  such  back- 
And  the  income  and  sales  taxes 


ins 


easily  back  off  from  dealing  with  this 
sort  of  thing,  saying,  'This  is  what  you 
wanted.'  " 

The  hesitancy  of  politicians  to  do  any- 
thing about  2!/2  was  demonstrated  in  the 
weeks  before  Election  Day,  when  state 
and  city  officials  almost  unanimously 
chose  to  bury  their  heads  in  the  quick- 
sand. Jokes  Rousmaniere  tartly,  "The 
governor  was  against  2Vi,  but  he  made 


that  announcement  by  going  into  his 
backyard  at  midnight  and  whispering, 
'I'm  against  it.'  " 

"A  politician  has  to  do  what's  neces- 
sary to  stay  a  politician,"  says  Boston's 
auditor,  Newell  Cook. 

The  treasurer  of  Boston,  Lowell  Rich- 
ards, adds  to  the  lesson  on  political  reali- 
ty. Sitting  at  his  desk,  calmly  signing 
what  may  well  be  the  last  notes  Boston 
will  be  able  to  issue  for  a  long  time,  he 
explains,  "The  mayor  is  aware  that 
whatever  happens,  a  lot  of  people  are 
going  to  be  upset.  It  becomes  an  awk- 
ward thing  for  anyone  to  go  out  and  say 
anything.  If  he  does  what  he  thinks  is 
right,  but  doesn't  get  it — that's  a  political 
kamikaze." 

Eventually,  common  sense  suggests, 
the  state  legislature  will  have  to  do  some- 
thing about  2V2 .  Sooner  or  later  the  popu- 
lace will  be  more  disturbed  by  the  lack  of 
services  than  they  are  by  the  legislature's 
voting  new  taxes. 

There  are  a  variety  of  options  open  to 
Massachusetts  legislators  to  make  up  for 
the  shortfall  created  by  IVz.  For  one 
thing,  cities  could  simply  start  making 
taxpayers  pay  directly  for  services,  in- 
stead of  channeling  their  payments 
through  city  hall.  Some  municipal  experts 
want  to  allow  individuals  to  take  care  of 
some  services,  like  disposing  of  garbage, 
themselves.  But,  as  Cheimets  points  out, 
"That  might  work  in  the  small  towns,  but 
can  you  imagine  having  individuals 
bringing  their  own  garbage  to  the  dump  in 
a  city  like  Boston?  The  traffic  problem 
alone  would  make  it  impossible." 

In  lieu  of  its  property  tax,  Massachu- 
setts is  going  to  need  some  kind  of  alter- 
native tax  financing.  The  message  on 
Election  Day  was  that  reinstating  the 
property  tax  would  be  political  suicide. 
Advocates  of  Proposition  V/2  and  en- 
emies alike  have  been  talking  up  two 
obvious  alternatives.  First,  the  state 
could  broaden  its  sales  tax.  But  legisla- 
tors have  hesitated  to  do  that  because  a 
sales  tax  is  regressive.  Or,  they  could 
institute  a  graduated  income  tax.  Politi- 
cally, that  may  be  nearly  as  dangerous  as 
the  property  tax. 

Which  way  will  Massachusetts  go? 
Voters  have  made  one  thing  clear:  Al- 
most anything  is  better  than  the  proper- 
ty tax.  No  legislator,  however  chicken  or 
inattentive  to  his  constituency,  could 
miss  a  message  like  that. 

The  taxpayers'  revolt  in  Massachu- 
setts is  remarkable  only  in  the  drastic 
lengths  the  voters  were  willing  to  go  to 
in  order  to  send  their  state  government  a 
message.  Similar,  if  softer,  resolutions 
for  tax  cuts  and  spending  limits  were  on 
the  ballots  in  17  other  states.  Nation- 
wide, the  same  kind  of  message  was  de- 
livered to  Washington  last  week  in  the 
form  of  President-elect  Reagan's  re- 
sounding victory.  From  coast  to  coast, 
voters  are  mad  as  hell.  ■ 
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The  U.S.  could  emerge  the  victor  from  the 
Iran-Iraq  war,  says  this  top  Middle  East  bank- 
er. But  that  may  necessitate  a  few  changes. 


Sambar's 
sermonette 


By  Maurice  Barnfather 


They're  all  here,  everybody's 
here,"  says  David  Sambar,  head  of 
the  $200  million  Sharjah  Group, 
the  largest  privately-owned  investment 
business  in  the  Middle  East.  "I've  seen 
people  I  wouldn't  have  imagined  would 
be  here,"  he  adds,  strolling  through  the 
lobby  of  Manhattan's  Hotel  Pierre. 

By  here,  Sambar  means  the  U.S.,  and 
the  people  he's  talking  about  are  Arabs, 
the  wealthy,  sophisticated  Arabs  who  di- 
rect many  millions  worth  of  petrodollars. 
Their  reason  for  packing  the  Pierre  is 
simple:  the  Iran-Iraq  war.  "It's  the  best 
recycling  of  petrodollars  in  the  history  of 
the  Middle  East,"  says  Sambar.  "After 
all,  who's  going  to  rebuild  the  oil  installa- 
tions, cities,  armies?" 

The  major  corporations  of  the  U.S.  and 
Europe,  that's  who.  Which  means  more 
investment  from  the  Middle  East  in  U.S. 
equities  and  land.  "Consider  the  billions 
that  will  have  to  be  spent,  and  much  of  it 
here,  in  the  U.S.,"  he  goes  on.  "That's 
quite  a  recycling  process  from  a  money 
manager's  point  of  view." 

Sambar's  cold,  detached  view  of  that 
bloody  conflict  is  nurtured  by  the  ambi- 
ence of  Suite  1806  safely  inside  the  plush 
Pierre,  a  reassuring  6,000  miles  from  the 
front.  Above  the  din  of  clinking  ice  Sam- 
bar, a  48-year-old,  dapper  (5  foot  8)  Leba- 
nese, begins  to  relax.  He  looks  impres- 
sive in  a  well-tailored  suit  with  well- 
tailored  manners  to  match. 

A  former  vice  president  in  charge  of 
marketing  for  the  Middle  East  and  North 
Africa  at  Chase  Manhattan  Bank  in  New 
York  and  London,  Sambar  left  in  August 
1977  to  manage  Sharjah  Group's  interna- 
tional investments. 

It's  incorporated  in  Sharjah,  one  of  the 
seven  United  Arab  Emirates,  though  the 
operations  center  is  a  two-story  building 
on  London's  fashionable  Park  Lane. 
Sharjah  Group's  owners  read  like  an  Is- 
lamic Who's  Who.  Not  only  is  there  a 
member  of  the  Sharjah  royal  family,  but 

36 


Sharjah  Group's  David  Sambar 
"One  hop  away  is  America." 

also  16  members  of  the  Kuwait  royal 
family  plus  49  other  Arab  millionaires. 

How  well  does  Sambar  know  the  Mid- 
dle East?  Too  well  to  name-drop.  "I'm  a 
technician,  an  investment  manager,  not 
a  politician,"  he  says  in  a  humble  voice 
that's  totally  unconvincing.  For  in  the 
next  breath  he  proudly  announces: 
"Governments  interest  me.  I  like  to  see 
their  plans,  their  thinking.  I  am  close  to 
most  of  them  in  the  Middle  East." 

Okay.  If  Sambar  is  that  well  connect- 
ed, what's  the  latest  thinking  at  the  top 
in  the  Middle  East?  Is  the  Iran-Iraq  war 
changing  attitudes  toward  the  U.S.?  "Ev- 
erybody is  under  pressure,  everybody  is 
threatened  by  uncertainty  in  that  part  of 
the  world,"  explains  Sambar. 

"All  of  them,  Kuwait  and  the  others, 
have  decided  on  strategy,"  he  adds. 
What's  the  strategy?  Sambar  sidesteps 
that  one,  though  he  makes  it  quite  clear 
in  a  roundabout  way  that  the  U.S.  is  the 
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only  country  to  which  they  can: 
"We  are  speaking  of  countries  who} 
ers  usually  do  not  seek  support  frorj 
leaning  governments." 

That,  he  suggests,  means  that  thej 
will  want  the  kind  of  commitment 
to  Saudi  Arabia.  What's  in  it  for  the 
If  the  U.S.  unfurls  its  military  urn) 
still  further,  are  we  going  to  get  and 
more  Mideast  money  than  the  $55 
of  OPEC  money  already  in  U.S.  h 

Says  Sambar:  "U.S.  investmen 
familiar  to  investors  in  the  Middle! 
It's  much  more  complicated  than 
into  real  estate."  But  if  a  lack  of  sop 
cation  is  the  problem,  isn't  this  ej 
what  groups  like  Sharjah  are  suppoi 
be  providing? 

That  touched  a  nerve  in  Sambar. " 
are  barriers  to  U.S.  investment 
Arabs  have  to  overcome,  he  insists 
riers,  he  insists,  which  say:  "Thi; 
hostile  area."  Hostile  to  money!! 
U.S.?  Sambar  moves  to  the  edge  < 
sofa  and  leans  forward:  "We've  be« 
suited,"  he  says.  "In  Decembei 
Comptroller  of  the  Currency  aske 
government  to  monitor  'OPEC  n 
ments  in  the  U.S.'  Why  OPEC?  Wb 
Germans,  Italians,  Japanese?"  he  fl 
Of  course,  Sambar  knows  the  answ 
that  one  as  well  as  the  rest  of  us 

The  freeze  on  Iranian  assets  hurt 
he  says.  True,  it  was  action  againj 
Iranian  government.  Private  Iranid 
sets  were  left  alone.  "But  the  fact 
the  U.S.,  the  champion  of  the  free  M 
the  only  place  where  you  are  sure  nc 
nonsense  will  occur,  did  such  a  thirs 
a  shock,  it  was  a  shock,"  says  Sai 
shaking  his  head 

He's  not  finished  yet.  Another  1 
he  says  while  pacing  the  floor,  the 
has  got  to  do  more  for  the  deve 
countries.  "Saudi  Arabia  and  Kuw 
out  5%  to  10%  of  their  gross  n, 
product  to  developing  countries.  Bi 
U.S.  gives  only  0.23%,  barely  ha 
OECD  guidelines."  Is  OPEC  going  t 
for  more  money  to  be  spent  by  the  i; 
tnalized  countries  in  the  Third  Ml 
"Yes,  I  can  see  you  playing  an  even: 
substantial  role." 

If  there  are  barriers  to  U.S.  l 
ment,  if  the  Arabs  feel  irritated 
lack  of  generosity  to  the  Third  V  7  ' 
what  are  Sambar  and  the  rest  doing,  ...  ; 
The  answer,  of  course,  is  that  war  in  ^ 
neighbor 's  backyard  has  a  wonderful  . 
of  putting  other  problems  in  perspei  '" 
Look  at  it  this  way.  Sambar  feels  th< 
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Arabs  should  make  more  long-ten 
vestments  in  the  safest  place  and  Y 
means  the  U.S.  Safest  economicall) 
militarily.  "If  Europe  were  under  s 
where  would  you  go  with  your  m< 
One  hop  away  is  America." 

Of  course,  in  any  global  conflict;  Etl 
York  is  probably  less  safe  than  Shi  . 
But  that  still  doesn't  alter  the  desi 
put  your  money  into  the  stronges 
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ltry  in  the  world.  The  Germans 
v  that  feeling  and  now  so  do  the 
is,  with  Russian  tanks  running  all 
neighboring  Afghanistan, 
en  so,  when  the  dust  settles  over 
ian  and  Khorramshahr,  the  amount 
rab  money  that  stays  here  will  inevi- 
|  have  something  to  do  with  the 
lgth  of  the  dollar. 

ys  Sambar:  "I  think  the  U.S.  econo- 
:s  on  its  way  to  recovery.  I'm  more 
nistic  on  the  dollar  than  for  some 


time.  It's  performing  well  against  the 
deutsche  mark,  the  Japanese  yen."  That 
means  what  for  gold?  "I  would  buy  it 
when  it  goes  down  toward  $600,  and  I'll 
sell  it  when  it  goes  up  toward  $700.  I'm 
the  kind  of  guy  who  takes  a  profit  soon. 
Then  you  never  regret  it." 

Sambar  gets  up  from  his  chair.  He  has 
a  plane  to  London  to  catch.  "I'm  usually 
a  week  a  month  out  of  London,"  he  says. 
"I  have  to  travel,  my  friend.  The  best 
deals  don't  come  through  the  post."  ■ 


\e  regional  banks  have  found  a  nifty  way  of 
\tting  out  the  middleman  in  the  great  game 
here  nobody  loses  but  the  tax  collector 


Topless  and 
tax-free 


By  Ben  Webennan 


enry  Parks,  founder  of  Balti- 
more's   H.G.    Parks,    Inc. — the 
"More  Parks  sausages,  Mom" 
—is  a  shrewd  man  in  more  areas 
making  sausages.  When  he  and  a 
p  of  associates  decided  to  buy  his 
?any  back  from  Syracuse-based  Can- 
Corp.,  a  wholly  owned  subsidiary  of 
dian  Pacific  Enterprise  Co.  in  Can- 
they  persuaded  Baltimore  it  came 
li  r  the  heading  of  "industrial  develop- 
I1:."  Using  tax-exempt  credits,  they 
Irend  up  owning  a  $2.5  million  com- 

I  with  an  investment  of  only 
11,000.  Local  financial  sources,  which 
j  he  idea  of  tax-free  income,  will  loan 
|j'.2.1  million.  This  month,  the  City 

icil  is  expected  to  sponsor  the  buy- 
of  H.G.  Parks.  Two  Baltimore  lend- 
lstitutions,  Equitable  Trust  Co.  and 
Itmercial  Credit  Business  Loans,  Inc., 
Iladvance  with  a  20-year,  $2  million 
lit  and  get  tax-free  interest  at  75%  of 
Ife — in  effect,  the  equivalent,  after  the 
|bf  a  40%  premium  above  prime.  A 
II 000  revolving  credit  completes  the 
(  ige. 

Jlat's  not  the  half  of  it.  In  Pennsylva- 
Ijio-called  Industrial  Revenue  Credit 

II  have  financed  128  bars  and  restau- 
II  67  auto  dealerships  and  uncounted 
Ihers  of  service  stations,  movie  the- 

i  and  ice  cream  parlors — even  an 


amusement  park.  In  Minnesota,  the  city 
has  issued  IRCs  for  racquetball  courts,  a 
bowling  alley  and  a  training  camp  for  the 
Minnesota  Vikings.  (Not  to  be  outdone, 
the  Atlanta  Falcons  also  train  in  tax-free 
facilities.) 

In  Norfolk,  Va.  the  Virginia  Chemical 
Co.  financed  a  company  plane  with  tax- 
free  money  after  threatening  to  move 
headquarters  out  of  town  because  com- 
mercial airline  service  to  Norfolk  was  so 
bad.  In  the  Washington,  D.C.  area,  when 
Guaranty  Bank  and  Trust  Co.  built  a  new 
headquarters,  the  developer  financed  it 
through  $4  million  in  tax-free  money 
authorized  by  the  Fairfax,  Va.  Economic 
Development  Authority.  The  developer 
arranged  30-year,  85/8%  financing 
through  two  banks,  which,  in  effect,  got 
a  16%  return  on  the  loan. 

Most  of  these  are  not  industrial  rev- 
enue bonds — the  publicly  sold  debt  issues 
used  by  local  government  pseudo-au- 
thorities to  lure  industry.  That's  a  pretty 
good  game,  too,  but  this  one  is  really 
nifty:  IRCs  are  private  placements  with 
commercial  banks,  straight  bank  loans 
anointed  as  tax-free  by  a  local  govern- 
ment authority. 

To  a  bank,  IRCs  have  a  big  advantage 
over  buying  tax-free  bonds  for  invest- 
ment. Because  it's  not  a  bond,  an  IRC 
can  be  short  term,  with  variable  interest 
charges  pegged  to  the  prime,  the  way 
banks  now  set  up  an  increasing  number 
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of  their  regular  loans  in  these  parlous 
times.  But  it's  also  tax  free,  so  8%  gets 
you  14.8%  if  you're  in  a  46%  corporate 
tax  bracket. 

The  game  so  far  is  played  mostly  by 
regional  banks  or  those  even  smaller. 
(Big  money-center  banks  thus  far  have 
stayed  with  other  devices — investment 
tax  credits  from  their  capital-equipment 
leasing  businesses  and  U.S.  tax  credits 
against  taxes  paid  overseas — to  cut  their 
tax  bills.) 

"The  Industrial  Development  concept 
was  created  to  lure  plants  and  create  jobs 
that  would  otherwise  not  be  there,"  says 
Representative  Sam  Gibbons  (D-Fla.) 
chairman  of  the  oversight  subcommittee 
of  the  House  Ways  &.  Means  Committee. 
"But  now  IRC  has  become  the  lender  of 
first  resort."  For  example,  says  Gibbons, 
a  United  Parcel  Service  sorting  center 
was  authorized  in  Missoula,  Mont,  with 
IRC  financing.  What's  wrong  with  that? 
Missoula  is  the  natural  hub  of  a  network 
of  interstate  highways  serving  that  part 
of  the  Pacific  Northwest,  says  Gibbons; 
the  sorting  center  would  have  been  built 
there  anyway. 

Some  development  authorities  show  a 
little  restraint.  Philadelphia,  for  example, 
draws  the  line  at  financing  pornographic 
bookstores,  but  not  much  else.  City  Fi- 
nance Director  G.  Edward  De  Seve  re- 
cently opposed  tax-free  financing  for  a 
new  nightclub,  but  fellow  members  of 
the  Philadelphia  Development  Authority 
outvoted  him  on  the  grounds  the  club 
would  attract  tourists.  The  next  applica- 
tion was  for  four  X-rated  movie  theaters. 
Sighs  De  Seve:  "It  got  routine  approval." 

Bank  regulators  believe  the  game  is 
getting  out  of  hand.  Some  worry  because 
of  what  they  call  "crowding  out" — a  sort 
of  Gresham's  Law  effect  which  leads  the 
banks  to  fill  up  to  self-imposed  limits  on 
tax-free  lending  on  nightclubs  and  foot- 
ball training  camps  to  the  point  that  they 
are  unable  to  lend  for  schools,  roads, 
bridges  and  other  necessities. 

Industrial  Revenue  Credits  are  loans, 
moreover,  not  securities,  so  they  are  not 
marketable.  This  concerns  regulators, 
who  prefer  bank  balance  sheets  with  a 
few  liquidity  cushions.  If  a  bank's  profit 
position  changes,  it's  hard  to  switch 
from  tax-free  to  taxable  securities. 

Finally,  of  course,  there's  Uncle  Sam, 
who's  missing  out  on  a  considerable 
piece  of  change.  Philadelphia's  De  Seve 
figures  the  total  must  be  enormous. 
"Philadelphia  alone  accounts  for  about 
$200  million  tax-free  credits  a  year,"  he 
says,  "and  that's  just  one  city."  The  Con- 
gressional Budget  Office  estimates  1979 
sales  of  IRCs  at  $7  billion,  double  the 
$3.5  billion  in  1978. 

So  congressmen  like  Gibbons  are 
watching — and  grumbling.  If  you  want 
the  city  fathers  to  finance  your  bowling 
alley  or  topless  bar,  you  had  better 
hurry.  ■ 
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If  the  world  can  hold  together  long  enough, 
controlled  fusion  may  bail  us  all  out. 


Clean,  plentiful 
energy  on  the  way 


By  Harold  Seneker 


AS  PERHAPS  ONE  OF  THE  LAST  major 
acts  of  his  Administration,  Presi- 
dent Carter  signed  the  Magnetic 
Fusion  Energy  Engineering  Act  of  1980 
on  Oct.  7,  committing  the  U.S.  to  spend 
$20  billion  between  now  and  the  turn  of 
the  century.  But  what's  a  mere  billion  a 
year?  Hardly  worth  counting  these  days. 
What  really  matters  is  that  the  new  bill 
virtually  hands  over  to  private  industry 
what  may  well  be  one  of  the  most  impor- 
tant technological  developments  in  his- 
tory. Controlled  fusion  can  emasculate 
OPEC,  drastically  reduce  the  pollution 
that  seems  otherwise  inevitably  con- 
nected with  industrial  development  and 
lessen  the  risk  of  war  over  scarce  raw 
materials. 

It  seems  almost  too  good  to  be  true, 
but  controlled  fusion  can,  in  the  long 
run — a  generation  from  now — mean 
practically  limitless  energy,  everywhere 
and  forever. 

The  tone  was  set  by  Solomon  Buchs- 
baum,  a  vice  president  of  Bell  Labs  and 
former  physicist  who  headed  up  a  blue- 
ribbon  review  panel  to  determine  what 
future,  if  any,  fusion  research  should 
have  at  the  Department  of  Energy.  The 
new  act  largely  embodies  his  pro-free- 
enterprise  report.  Says  he:  "Industry  has 
the  engineering  expertise  to  contribute, 
and  ultimately  it  is  private  industry  that 
will  have  to  commercialize  the  technolo- 
gy, not  the  national  laboratories,  univer- 
sities or  government." 

Fusion  is  no  longer  just  a  theoretical 
possibility.  Today  it  is  an  engineering 
problem.  That's  oversimplifying  a  bit; 
the  engineering  problems  make  the 
Manhattan  Project  look  like  Tinkertoys. 
But  scientists  already  know  half  a  dozen 
apparently  feasible  solutions.  From  here 
on,  it's  just  a  matter  of  time  and  money. 
Lots  of  both. 

The  key  is  "confinement."  Hydrogen 
atoms  must  be  forcibly  brought  together 
in  a  confined  space  at  an  unimaginably 
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high  temperature  if  they  are  to  be  fused 
together  into  helium  and  usefully  throw 
off  the  prodigious  energy  thus  released. 
In  the  H-bomb,  an  atomic  explosion 
serves  the  purpose  for  the  necessary  bil- 
lionth of  a  second;  in  the  sun  and  other 
stars,  enormous  gravity  does  the  trick; 
for  steady,  usable,  energy  production  on 
earth,  other  methods  are  needed. 

Magnetic  confinement  is  the  most  ad- 
vanced process:  Atoms  too  hot  to  be 
contained  by  any  solid  wall  can  be 
trapped  and  insulated  inside  a  magnetic 
field  of  the  right  shape,  if  it  is  strong 
enough.  The  Russians  came  up  with  the 
right  shape — a  hollow  ring  or,  technical- 
ly, a  torus — and  demonstrated  it  in  the 
1960s  with  a  machine  dubbed  a  tokamak. 
The  Americans  ran  away  with  the  con- 
cept, so  it  is  a  much-refined  and  enlarged 
tokamak  that  will  be  the  heart  of  the  $1 
billion  Fusion  Engineering  Device — a 
test  facility  intended  to  show  by  1990 
whether  this  approach  is  economically 
feasible.  Tokamaks  get  about  $160  mil- 
lion in  this  year's  DOE  budget,  and  the 
amount  is  climbing  fast. 

Coming  from  behind:  the  "magnet- 
ic mirror,"  a  cylindrical  field  with 
the  energized  atoms  reflected 
back  and  forth  between  strong  magnetic 
plugs,  or  "mirrors,"  at  either  end.  The 
U.S.  struggled  vainly  with  that  ap- 
proach— it  leaks  fuel — -back  in  the  1960s. 
The  Russians  shrewdly  turned  to  the 
torus  shape,  bending  the  cylinder  around, 
joining  the  leaky  ends  and  thus  eliminat- 
ing them.  Recent  discoveries  may  get 
around  the  "leak"  problem,  however. 
Their  DOE  share  this  year:  about  $80 
million. 

Potentially  even  more  promising  than 
mirrors  or  tokamaks,  a  concept  being 
tried  at  Oak  Ridge  National  Laboratory 
by  McDonnell  Douglas  and  in  Nagoya, 
Japan  has  the  decidedly  eccentric  name 
of  Elmo  Bumpy  Torus.  (Not  a  legendary 
Alabama  football  player,  it  strings  dozens 
of  magnetic  coils  together  to  make  a 
torus.  The  coils  create  internal  magnetic 
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Bumps,  and  it's  called  Elmo  appan 
because  its  Oak  Ridge  inventor 
Dandl,  liked  the  name.)  Theoretics 
should  be  far  more  efficient  over  a  1< 
useful  life  than  a  tokamak — if  it  w 
This  year's  DOE  portion  for 
though,  is  only  about  $12  million 

The  inertial  confinement  procesi 
ploys  a  different  concept:  Blast 
pellet  (150  microns  to  300  microi 
hydrogen  with  beams  of  high-inte 
energy  from  all  sides  at  once  and  foi 
implosion  so  violent  that  pressure 
in  the  pellet's  center  will  fuse  the  a 
These  are  much  less  developed  tha 
tokamaks,  but  lasers  are  being  tri 
Lawrence  Livermore  National  Lab 
ry  in  California,  Los  Alamos  Scie 
Laboratory  and  the  University  of 
ester's  Laboratory  for  Laser  Energ 
Ion  beams  are  being  used  at  Sandi 
tional  Laboratories  in  New  Mexicc 
val  Research  Lab  in  Washington, 
and  at  Lawrence  Livermore.  The 
DOE  budget  for  inertial  confine 
this  fiscal  year  is  $209.6  million 
that's  not  the  whole  story.  High-e 
beams,  especially  lasers,  have  mi 
applications;  there  is  additional  re 
money  concealed  somewhere  in  ths 
tagon  budget. 

The  total  DOE  fusion  budget  is  S 
million;  the  $394  million  portic 
magnetic  fusion  is  mandated  to 
least  25%  a  year  for  two  years,  in 
slant  dollars,  and  go  from  there. 

The  question  is  how  much  i 
cost.  The  Fusion  Engineerin 
vice  is  intended  to  answei 
question  for  tokamaks  by  1990.  Not 
then  will  anyone  have  a  glimmer 
whether  fusion  can  be  cost-comp 
in  the  short  run  to  all  the  other  e 
sources  being  worked  on  in  and 
government:  fossil  fuels,  synfuels 
mass,  solar,  wind,  and  so  on.  But  nc 
say  "in  the  short  run."  Long-run 
can  be  no  doubt  that  fusion,  using 
and  plentiful  sources  for  the  ene 
produces,  will  prove  both  econom 
desirable. 

Meanwhile,  private  industry  i 
wasting  its  time.  General  Atomic, 
sidiary  of  Gulf  Oil,  is  running  a 
experiment  in  San  Diego.  Grummt 
Ebasco  Services  are  building  a  $40 
lion  test  machine  (see  drawing 
Princeton's  Plasma  Physics  Laboi 
TRW  has  a  small  laser  project  goin 
Donnell  Douglas  won  the  $70  mill 
$100  million  contract  to  build  anc 
ate  Elmo  Bumpy  Torus  at  Oak 
The  Department  of  Energy  ha: 
heard  from  Boeing,  GE,  Westing 
and  Bell  Labs,  all  of  whom  are  look 
ways  to  get  into  the  game. 

What  attracts  their  interest  mo 
mediately  is  the  Fusion  Engineerin 
vice,  a  $1  billion  test  facility. 

Why  Boeing  or  Bell  Labs?  Or  fl 
man?  What  do  they  have  to  dc 
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Energy  future? 


is  late-stage  experimental  device,  known  as  TFTR,  being 
It  for  1982  startup  at  Princeton  University  by  Grumman 
1  Ebasco  Services,  is  a  "tokamak."  The  word  is  Russian,  and 
'ices  labeled  thus  are  presently  the  most  developed  ap- 
iach  to  controlled  fusion.  To  produce  useful  energy,  it  must 


confine  sufficient  heavy  hydrogen  in  a  near-perfect  vacuum  at 
temperatures  above  75  million  degrees  Celsius.  The  problem 
is,  no  solid  object  can  contain  such  temperatures.  The  solu- 
tion lies  in  the  fact  that  ionized  gas  ("plasma"),  even  at  very 
high  temperatures,  can  be  controlled  magnetically. 


6.  Radiation 

The  reaction  itself  is  fully  shielded.  The  only 
waste  product  would  be  nonradioactive  heli- 
um. In  time,  the  materials  of  the  tokamak 
itself  become  irradiated,  but  total  radioactive 
materials  will  only  be  1  %  to  2%  of  a  fission 
reactor's,  and  have  far  shorter  half-lives  and 
essentially  zero  risk  to  the  biological  envi- 
ronment. "Meltdown"  is  an  impossibility. 


5.  Radiation  shielding 

The  fused  atoms  give  off  enormous  energy  in 
the  form  of  high-speed  neutrons.  It  is  these 
neutrons  that  would  replace  fossil  fuels.  A 
commercial  reactor  would  use  water  as  a 
shield,  which  would  be  set  aboil  as  it  blocked 
the  neutrons.  As  super-heated  steam,  it  could 
be  drawn  off  and  used  to  power  conventional 
steam  generators  and  produce  electricity. 


4.  Neutral  beam  injector 

A  particle  accelerator  fires  high-energy  neu- 
tral particles  into  the  plasma  to  heat  it  above 
75  million  degrees  Celsius  and  touch  off  the 
fusion  reaction.  Later  tokamaks  may  use  mi- 
crowave energy  instead. 


1.  Vacuum  vessel 

About  1.4/1000  ounce  of  heavy  hydrogen  must 
be  confined  in  a  tire-shaped  space  15  feet  across 
in  a  virtually  perfect  vacuum;  even  trace  impuri- 
ties will  prevent  the  fusion  reaction. 


3.  Ohmie  heating  coils 

Powerful  additional  magnets  induce  an  elec- 
tric current  in  the  hydrogen  gas — ionizing  it 
into  a  plasma — and  raise  its  temperature  to 
20  million  degrees  Celsius. 


2.  Magnetic  coils  JgS 

Two  interwoven  magnetic  fields  contain  the 
hydrogen  in  a  magnetic  "inner-tube"  space. 
At  no  time  may  the  hydrogen  touch  the 
walls  of  the  vacuum  vessel,  or  the  reaction 
will  not  occur. 


nic  power?  "We  are  looking,"  says 
l  Clark,  deputy  director  for  magnetic 
iDn  confinement  at  DOE,  "for  a  par- 
organization  to  run  this  program — 
that  has  a  track  record  running  other 
E  programs,  the  prestige  to  attract  top 
'neers,  and  the  size  to  backstop  the 
jam.  Its  role  will  be  coordinator — 
of  a  general  contractor  who  will  sub- 
Tact  big  pieces  of  the  work  so  we  can 
ad  knowledge  of  fusion  technology 
ugh  private  industry. 
IT  and  Cal  Tech  [which  operates  the 
'ropulsion  Laboratory)  have  such  ex- 
;nce  and  have  been  nibbling,  but 
k  emphasizes  it  is  corporations — 
;  other  than  the  good  old  military- 
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industrial-complex  corporations,  in  fact 
— that  DOE  is  looking  to. 

DOE  money  is  by  no  means  the  only 
motive  for  industry.  Ask  Stephen  Dean, 
who  was  director  of  the  department's 
magnetic  fusion  program  in  the  1970s, 
but  left  to  set  up  a  nonprofit  public  inter- 
est association  for  this  nascent  industry. 
Explains  Dean:  "It  gives  them  some- 
thing for  their  very  valuable  teams  of 
scientific  personnel  to  do  what's  on  the 
leading  edge  of  technology,  and  get  ex- 
pertise in  a  whole  list  of  new  technol- 
ogies peculiar  to  fusion."  The  new  tech- 
nologies, he  explains,  must  be  developed 
to  make  fusion  work — super-conducting 
magnets,  new  heat-resistant  metals  and 


other  materials,  solutions  to  remote-ma- 
terials handling  and  equipment-handling 
problems  of  unprecedented  delicacy  and 
difficulty,  and  the  like — and  these  ad- 
vances are  very  likely  to  yield  profitable 
spinoff  discoveries  or  commercial 
applications. 

The  fusion  business  has  all  the  trap- 
pings already:  Besides  a  trade  asso- 
ciation, it  has  its  own  connections 
to  Congress.  Its  most  passionate  advo- 
cate on  Capitol  Hill  is  Congressman 
Mike  McCormack  (D-Wash.),  who  has 
pushed  for  fusion  research  for  a  dozen 
years  and  was  both  sponsor  of  and  instru- 
mental  in  passing  the  magnetic  fusion 
bill  (365-to-7  in  the  House;  a  unanimous 
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voice  vote  in  the  Senate)  signed  into  law 
by  President  Carter. 

Fusion  even  has  its  own  political  fringe 
group,  the  Fusion  Energy  Foundation, 
founded  by  one  Lyndon  H.  LaRouche  Jr., 
also  founder  and  chairman  of  the  minus- 
cule U.S.  Labor  Party.  He  and  his  disci- 
ples, who  apparently  revere  a  19th-cen- 
tury physicist,  Bernard  Riemann,  argue 
that,  if  society  fails  to  develop  new  tech- 
nology, it  will  die  or  regress  into  barbar- 


ism. The  group  publishes  a  magazine 
called  Fusion  and  enthusiasts  may  be 
seen  occasionally  in  airport  terminals  be- 
hind card  tables,  wearing  three-piece 
suits  and  advocating  nuclear  power. 

So  1980  may  go  down  in  history,  not 
as  the  year  Reagan  beat  Carter  or  the 
hostages  were  released,  but  the  year  in 
which  fusion  power  entered  the  com- 
mercial stage.  It  would  prove  a  real 
blessing  for  mankind.  Fusion  doesn't 


pollute;  and  it  draws  on  heavy  hydro] 
isotopes,  which  exist  in  millions 
years'  supply  in  seawater,  or  can  read 
be  made  from  lithium,  one  of  the  m 
common  elements  of  the  earth's  cn 
Cost  aside,  it  may  prove  far  more  i 
portant  to  the  world  politically  and  m 
tarily  that  no  malevolent  monopoly  1 
OPEC  nor  phalanx  of  tanks  can  d< 
supplies  of  seawater  or  common  ro| 
to  any  country.  ■ 


How  can  Texas  International  hope  to  horn  in 
on  Eastern  Air  Lines'  shuttle  market,  slash 
fares  and  still  make  money? 


East  Coast 
dogfight 


By  Beth  Brophy 


So  Texas  International  Airlines 
plans  to  enter  the  East  Coast  New 
York-Washington  run,  charge  $49  on 
weekdays,  $29  after  7  p.m.  and  on 
weekends  and  still  make  money.  East- 
ern says  its  $60  shuttle  is  only  "mar- 
ginally" profitable.  Is  that  sensible? 

Starting  Dec.  14,  unless  some  new 
obstruction  like  a  court  order  inter- 
feres, a  subsidiary  of  Texas  Air  Corp. 
named  New  York  Air  will  offer  these 
18%-to-52%  discounts  from  the  East- 
ern fare  on  nine  daily  regularly  sched- 
uled flights  between  Washington  and 
New  York.  (Similar  cut-rates  between 
New  York  and  Boston  won't  be  of- 
fered until  February.)  Eastern's  only 
fare  slash  so  far  has  been  a  $77  go- 
Saturday-return-Sunday  excursion, 
well  above  TPs  promised  bargain. 

No  one  who  has  flown  its  popular, 
jam-packed,  no-food,  no-drinks  shut- 
tle could  accuse  Eastern  of  squander- 
ing  money   on    needless  luxuries 
(Forbes,  /w/y  21 ).  So  how  does  an  upstart 
airline  cut  corners?  "We  can  do  more 
with  less,"  contends  New  York  Air  Presi- 
dent Neal  Meehan. 

First,  the  new  airline  will  sell  reserved 
seats,  and  it  won't  match  Eastern's  guar- 
antee to  carry  any  passenger  who  shows 
up  at  National  or  LaGuardia  airport.  That 
cuts  out  backup  planes,  crews  and  flight 
attendants,  a  major  overhead  cost  for 
Eastern.  "They'll  be  utilizing  2  aircraft 


.Y> 'Air's  new  stewardess  outfits 
They  also  answer  phones  and  sell  tickets. 

[N.Y-Washington].  We  have  17  [Wash- 
ington-N.Y.-Boston],"  notes  Eastern 
spokeswoman  June  Farrell. 

Another  factor  is  cheaper  labor,  such 
as  hiring  newly  trained,  nonunion  pilots 
with  no  seniority  at  $30,000  a  year.  By 
contrast,  a  senior  Eastern  DC-9  captain 
with  five  or  six  years'  experience  who 
flies  50  to  75  hours  a  month  earns 
$42,000  to  $70,000  a  year. 

Naturally,  that  sits  poorly  with  the  pi- 


lots union,  which  contends  that 
flying  time  really  "belongs"  to  TI  pill 
and  that  the  wages  and  working  con» 
tions  set  by  management  are  "subsu 
tially  inferior"  to  the  Air  Line  Pilots  j 
sociation  contract.  "I  don't  believe  to 
pilots  will  fly  only  75  hours  a  mont 
scoffs  a  union  official.  "And  I  can  aim) 
guarantee  that  the  pilots,  who  c<£ 
mostly  from  the  military,  won't  hi 
normal,  commercial  experience." 

New  York  Air's  nonunion  flight  attil 
dams',  ticket  and  reservation  agents'  j| 
will  be  interchangeable,  giving  mana 
ment  greater  flexibility  and  lower  col 
New  York  Air's  narrow-bodied,  1 15-sJ 
twin-engine,  two-man  cockpit  DC-9s| 
also  more  fuel-  and  labor-efficient  tl 
Eastern's  three-engine,  three-man  col 
pit  727s.  Also,  Eastern  is  building  a  Si 
million  terminal  at  LaGuardia.  "Ouri 
cility  at  LaGuardia  is  an  inexpensj 
portion  of  American  Airlines'  h 
gar,"  says  Meehan.  In  Washingd 
New  York  Air  expects  to  share  con 
nient  space  in  the  main  terminal,  j 

From  where  will  New  York 
draw  its  passengers?  "New  York 
will  bring  3  million  new  passeng 
into  the  market — all  the  train,  bus; 
car  travelers.  Half  their  traffic  wfl 
come  out  of  Eastern's  hide,  it  ll 
come  from  Amtrak  and  Trailwaj 
says  airline  analyst  Michael  Dercjl 
at  Oppenheimer  &  Co.  Once  M 
York  Air  has  made  a  dent  in  tj 
portion  of  the  market,  it  needs  on) 
modest  share — 10%  or  15% — of  I 
tern's  4  million  shuttle  passengers]) 
year  between  Washington,  New  Yt 
and  Boston  to  make  money,  he  aoi 
He  also  disputes  Eastern's  claim 
making  only  a  "marginal"  profit 
its  shuttle  runs. 

"If  New  York  Air  carves  iust  a  sn 
niche  in  that  market,  and  just  a  sflj 
niche  is  a  lot,  then  Eastern  can't! 
back  and  do  nothing,"  he  says.  He  \ 
diets  the  new  airline  will  make  $4  I 
lion  to  $5  million  in  profits  next  y 
"But  if  Eastern  plays  hardball  (cutting 
own  fares],  it  will  be  difficult." 

The  feisty  newcomers  are  undauni 
"A  carrier  that  operates  at  low  cost  wi 
out  a  fat  operation  can  offer  low  fares  j 
make  a  profit  at  certain  load  factol 
says  Texas  Air  Vice  President  Bfl 
Hicks.  "We  will  make  a  profit."  ■ 


40 


FORBES,  NOVEMBER  24, 


Time  and  money  well  utilized.  An  authentic  Swiss  ingot.  999. 9  pure  gold.  Poured  in  Switzerland. 


Did  Ingot  Watch  15  grams  Encased  in  18-karatgold  Strapped  with  imported  lizard  Individually  numbered  and  accompanied  by  a  Certificate  of  Authenticity  Patent  pending 

For  brochure,  write  Corum.  Dept  FB.  650  Fifth  Avenue,  New  York,  New  York  10019 


"HERE'S  SOUTHERN  RAILWAYS 
FOR  THE  FURNITURE  INDUSTRY. 


THE  LONG  AND.. 


The  simple  fact  is,  that  the  way  the 
energy  situation  is  today  and,  un- 
doubtedly, will  be  tomorrow,  railroads 
make  more  sense  for  long  hauls  than 
trucks  do. 

Because  railroads  are  a  lot  more 
energy-efficient  than  trucks. 

But  does  that  mean  trucks  will 
soon  be  a  thing  of  the  past  for  the 
furniture  industry?  No.  We  think 
trucks  have  a  very  definite 
place  in  the  future  of 
transportation. 

As  long  as  trucks 
are  used  in  the 
right  place. 


INSWER  TO  THE  ENERGY  SHORTAGE 


.THE  SHORT  OF  IT" 


The  right  job  for  trucks  is  the  short 
haul  where  the  railroad  begins  and  ends- 
at  distribution  warehouses  likethis  one. 

We  believe  so  much  in  this  concept, 
and  its  important  implications  for  the 
future  of  this  country,  that  we've  set  up  a 
system  to  capitalize  on  our  advantage  for 
ong  hauls  and  trucks'  advantage  for 
short  hauls.  We've  made  interchange 
agreements  with  over  150  trucking  firms 
all  over  our  route  to  give  you  dock  to 
dock  service  even  when  your  dock  isn't 
on  our  railroad. 

We  think  the  wave  of  the  future  is  to 
have  each  mode  of  transportation  do 
what  it  does  best. 

We  have  the  energy  for  the  long  haul. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


<300O 


In  Germany,  many  highways 
have  no  speed  limits,  and 
gas  costs  $250  a  gallon. 
Now  you  know  why  we 
built  the  Audi 4000  4E. 


Introducing  the  sports  sedan 
that  doesn't  sacrifice  economy 
for  performance. 

Conventional  wisdom  has  it 
that  high  performance  and 
high  economy  aren't  exactly 
compatible. 

We  at  Audi  know  better. 

The  proof  is  in  the  picture. 

The  Audi  4000  4E  you  see 
whizzing  by  delivers  outstanding 
gasoline  mileage  from  the  same 
engine  that  is  capable  of  doing 
100  miles  an  hour.  Effortlessly. 

According  to  EPA  estimates, 
the  4E  is  good  for  an  EPA 
estimated        mpg,  41  mpg 


estimated  highway.  (Use  the 
"estimated  mpg"  for  comparison. 
Mpg  varies  with  speed,  trip  length , 
weather.  Actual  highway  mpg  wil 
probably  be  less.) 

How  is  this  possible  from  a 
car  that  can  do  zero  to  50  in  a 
quick  9.6  seconds? 

For  one,  the  4E  has  a 
smooth,  gas-saving  5-speed 
transmission.  Fifth  gear  acts  as  a 
cruising  gear,  helping  the 
engine  operate  at  low 
revolutions  and  peak  efficiency. 

For  another,  the  4E  has  a 
highly  advanced  CIS  fuel 
injection  system.  It  meters  out 


the  correct  amount  of  fuel 
needed  at  all  times. 

Press  the  accelerator  and  the 
1.7-liter,  overhead  cam  engine 
responds  instantly. 

Once  on  the  road,  you  realize 
this  is  a  car  without  bad  habits. 

No  excessive  leaning  on 
corners.  No  stumbling  through 
potholes. 

Since  Audi  engineers 
pioneered  front-wheel  drive 
nearly  50  years  ago,  automobiles 
with  the  Audi  marque  have 
been  known  for  exceptional 
handling. 

The  4E  is  no  exception. 

Its  perfected  front- wheel 
drive  and  sophisticated 
suspension  keep  it  running  close 
to  the  ground  with  extraordinary 
balance  and  grace. 

Into  this  car  has  gone  some  of 
the  most  advanced  technology 
in  automotive  design  today. 

Maybe  that's  why  they  love  it  i 
in  Europe. 

And  why  you'll  love  it  in 
America. 

For  your  nearest  dealer,  call 
toll-free:  (800)  447-4700.  In 
Illinois,  (800)  322-4400. 
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American  capitalism  trying  to  take  over 
world.  No,  its  a  plot  to  hand  America  over 
the  Reds.  In  the  wonderful  world  of  con- 
racy,  this  group  is  villain  to  Left  and  Right. 

What's 
a  Trilateral 
Commission? 


By  Jerry  Flint 


eit 


^  avid  Rockefeller  says  he  wants 
I  to  help  hold  the  Western  World 
*  together,  and  look  what  happens, 
is  attacked  from  Right  to  Left,  by 
Birchers  and  Penthouse  (a  magazine 
a  fleshy  centerfold).  He  is  accused  of 
g  the  terrible  Dr.  No  behind  the  mys- 
us  Trilateral  Commission  which  is 
ig,  among  other  things,  to  overthrow 
Constitution,  institute  World  Gov- 
lent,  turn  the  country  over  to  the 
<ists  and  the  multinational  corpora- 


tions, wreck  the  dollar  and  sabotage  good 
old  gold.  People  even  say  the  Trilaterals 
created  and  controlled  Carter,  covered 
their  bets  in  the  election  by  putting  up 
Anderson  and  then  captured  Reagan. 

Nearly  everybody  these  days  has  a  the- 
ory about  the  TLC,  but  hardly  anybody 
knows  much  about  it.  Most  of  the  theories 
are  highly  hostile.  Art  Buchwald,  the  hu- 
morist, poking  fun  at  a  thieving  congress- 
man running  for  reelection,  has  him  say- 
ing: "You  must  choose  between  me,  an 
acknowledged  alcoholic,  and  my  oppo- 
nent, who  not  only  is  a  Trilateralist,  but  a 


humanist  and  a  closet  SALT  II  supporter." 
But  to  those  who  take  their  Trilaterals 
seriously,  this  is  no  joking  matter. 

On  the  Right  radical  end  of  the  politi- 
cal fringe,  for  example,  is  Patrick  Wood, 
coauthor  of  the  book  Trilaterals  Over 
Washington — 53,000  sold,  he  says — who 
has  a  new  expose'  coming  and  who  pub- 
lishes a  monthly  newsletter,  The  Trilater- 
al Observer,  from  Scottsdale,  Ariz.  He 
warns  that  the  Trilaterals  want  to  trade 
America's  economic  independence  for 
some  kind  of  new,  world  economic  or- 
der, a  playground  for  the  multinationals, 
manipulating  governments  for  their  prof- 
its. "They  are  responsible  for  the  eco- 
nomic mess  we're  in,"  says  Wood. 

The  John  Birch  Society  is  even  an- 
grier. "We  believe  it  [the  TLC]  to  be  a 
manifestation  of  a  conspiracy  that  has  a 
large  amount  of  control  over  our  govern- 
ment," says  John  McManus,  Birch 
spokesman:  The  aim  of  the  Trilaterals  is 
a  Marxist-tilted  world  government. 

On  the  Left  fringe,  there's  Laurence 
Shoup,  author  of  The  Carter  Presidency 
and  Beyond:  Power  and  Politics  in  the 
1980s,  who  calls  the  Trilateral  Commis- 
sion "a  policy  planning  group  of  the 
American  upper  class.  They  are  interest- 
ed in  curbing  democracy,  cutting  the 
gains  made  by  women  and  minorities." 
Worse,  they  are  marching  us  toward  war 
and  holding  down  economic  justice  for 
the  Third  World. 


c  Pranklvi.  "coordinator"  of  the  Trilateral  Commission,  at  his  headquarters  across  the  street  from  the  I  '.A 

thought  things  were  falling  apart,"  he  says,  explaining  why  Rockefeller founded  the  global  organization. 
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''Membership  on  this  commis- 
sion has  provided  me  with  a 
splendid  learning  opportuni- 
ty, and  many  of  the  other 
members  have  helped  me  in 
my  study  of  foreign  affairs," 
said  President  Carter.  "A  poli- 
cy planning  group  of  the  up- 
per class,"  says  a  Leftist.  A 
plot  for  Marxist  domination, 
says  the  Right. 


Pentlxjuse  magazine,  which  often  runs 
antibusincss  diatribes,  told  its  readers: 
"There  can  be  no  doubt  that  David 
Rockefeller  and  his  Trilateral  Commis- 
sion have  succeeded  in  seizing  control  of 
America's  foreign  policy." 

Like  a  good  many  things  that  engage 
the  fantasies  and  evoke  paranoia  among 
conspiracy-minded  people,  the  reports 
about  the  Trilateral  Commission  do  have 
a  certain  symbolic  truth.  The  organiza- 
tion does  indeed  have  powerful  members 
and  they  do  represent  a  certain  consen- 
sus in  favor  of  strengthening  bonds 
among  the  industrial  democracies,  joint 
actions  to  solve  world  problems,  and  dis- 
couraging protectionism.  Seeking  a  sim- 
ple, visible  villain  for  their  target,  radi- 
cals on  the  Right  and  radicals  on  the  Left 
almost  simultaneously  hit  upon  the  Tri- 
lateral Commission. 

The  Carter  Administration  did  have 
an  impressive  number  of  Trilaterals  sit 
in  key  posts,  which  is  hardly  surprising, 
because  they  were  the  influential  men 
Carter  met  before  election.  But  don't 
think  even  the  loss  of  one  man's  presi- 
dency could  end  their  power.  Wood's 
right-wing  newsletter  recently  thun- 
dered: "On  Sept.  6  the  Reagans  gave  a 
dinner  party  at  their  leased  country 
home  near  Washington,  D.C.  Attendees 
included  William  Brock,  Henry  Kissinger 
and  David  Rockefeller  [an  ex-member 
and  two  card  carriers].  However  attrac- 
tive and  well  intentioned  Reagan  might 
be,  one  must  face  the  fact  that  he  is 
surrounded  and  supported  by  Trilaterals." 

Yes,  there  is  a  real  Trilateral  Commis- 
sion. Its  American  office  (others  are  in 
Tokyo  and  Paris)  is  a  rather  small,  unim- 
posing  suite  on  the  East  Side  of  Manhat- 
tan, across  the  street  from  the  LI.N.  Neigh- 
bors in  the  building  include  the  Anti- 
Defamation  League,  the  Beaver  Fund,  the 
Center  for  National  Security  Studies  and 
assorted  linen  supply  companies.  Just  as 
disarming  is  George  Franklin,  the  coor- 


THESE  POWERFUL  CITIZENS 
AND  61  OTHERS  ARE  TRY 
ING  (WITH  LIKEMINDED 
ASIANS  AND  EUROPE 
ANSI  TO  PULL  OFF  A 
ONE  WORLD  COUP! 

For  the  first  time,  the 
semi  secret  "T.C." 
is  being  penetrated 
by  a  monthly 
intelligence 
report  that 
is  MUST 
reading1 


A  chart  from  Patrick  Wood's  book  Trilaterals  Over  Washington 

Why  enroll  Carter?  "We  were  a  little  light  on  people  from  the  South. 


dinator  of  the  commission,  formerly  a 
ranking  official  of  the  Council  on  Foreign 
Relations,  which  is  another  target  of  those 
believing  in  elitist  conspiracies. 

"We  haven't  a  single  advocate  of  world 
government,"  he  insists. 

"We're  accused  of  engineering  the 
Panama  Canal  treaty.  We  never  dis- 
cussed it."  He  chuckles  at  the  idea  that, 
with  his  associate  David  Rockefeller,  the 
Trilaterals  have  engineered  the  presiden- 
tial nominations  and  elections. 

Franklin  and  others  do  claim  credit  for 
a  number  of  political  actions,  including 
the  now-yearly  summit  meeting  among 
the  industrial  democracies,  the  sale  of 
gold  to  support  Third  World  nations  and 
the  introduction  of  the  Japanese  leader- 
ship to  world  discourse.  "That  is  really 
important,"  says  Franklin. 

How  did  it  all  start?  It  was  back  in 
1972,  he  explains  in  his  comfy,  living- 
room-like  office,  in  the  days  of  Nixon 
and  Kissinger.  "David  thought  things 
were  falling  apart,"  Franklin  says.  Anti- 
TLC  cynics  say  that  the  real  motive  was 
a  fear  on  Rockefeller's  part  that  the  old 
elite  was  losing  control  of  things  under 
the  strongly  nationalistic  Nixon  Admin- 
istration. The  China  stroke  without  con- 
sulting Japan,  import  restrictions,  de- 
tente  as  the  U.S.  played  a  lone  but  power- 
ful hand  with  the  Russians,  Chinese, 
Europeans  and  the  Japanese.  Rockefeller 
and  those  who  thought  like  him  didn't 
like  Nixon's  tactics.  They  thought  the 
great  industrial  democracies — the  U.S., 
Europe,  Japan  (three  or  "Trilateral") — 
must  work  closely  together.  "If  we  are 
going  to  move  effectively,  the  industrial- 
ized democracies  must  not  work  at  cross 
purposes,"  says  Franklin. 

Rockefeller  tested  out  the  idea  of  form- 
ing a  new  group  on  his  associates.  "It 
was  hoped  that  a  policy-oriented  discus- 
sion group — at  a  high  level  but  unofficial, 
drawn  from  outside  the  national  admin- 
istrations of  the  day — could  help  nurture 


habits  and  practices  of  working  toga 
among  these  three  key  regions,"  saya 
Tnlateral's  own  history.  No  one  wasj 
interested.  But  Rockefeller  tried  the 
out  again  at  a  Bilderberg  Conference! 
other  private  annual  meeting  of  w| 
business  leaders,  and  this  time  he 
some  encouragement.  He  founded 
Trilateral  Commission  in  1973,  rr 
Zbigniew  Brzezinski  director,  and 
collecting  bodies.  Today's  members} 
about  300 — each  is  called  a  commissi 
er — is  a  who's  who  of  business  and 
eminent,  academia  and  even  labor: ' 
Wilson  of  Boeing,  Philip  Caldwell 
Ford,  Mark  Shepherd  Jr.  of  Texas  Ins 
ments,  Lane  Kirkland  of  the  AFL-( 
Giovanni  Agnelli  of  Fiat,  Baron  R 
schild,  Sir  Mark  Turner  of  Rio  Ti 
Zinc,  Chujiro  Fujino  of  Mitsubishi,  1 
suji  Kawamata  of  Nissan  Motor, 
Shibayama  of  Sumitomo. 

The  money  comes  from  a  wide  ra 
of  foundations  and  companies,  but  in 
U.S.  the  Ford  Foundation  and  the  Ro< 
fellers  head  the  list.  There  is  one 
meeting  annually,  published  studies 
the  quarterly  magazine,  Trialogue. 

What  made  the  Trilateral  Commis: 
more  than  just  another  seminar  gi 
was  that  one  of  those  first  members 
then  the  governor  of  Georgia.  "That 
luck,  oddly  enough,"  recalls  Frani 
"We  were  a  little  light  on  people  from 
South."  He  went  prospecting  to  Atlj 
and  signed  up  J.  Paul  Austin  of  Coca-C 
and  James  E.  Carter  Jr.  For  Carter  it 
an  introduction  to  the  seats  of 
mighty.  He  later  said:  "Membershij 
this  commission  has  provided  me  wi 
splendid  learning  opportunity,  and  m 
of  the  other  members  have  helped  m 
my  study  of  foreign  affairs." 

When  Carter  was  elected  Presides 
turned  in  his  membership  card  to  { 
the  lengthy  ranks  of  "former  membel 
public  service,"  but  he  did  pick  thro, 
the  commmission  ranks  for  his  appt 
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Chances  are,  your  outdated  phone 
system  is  struggling  to  keep  up  with 
the  rest  of  your  business.  But  there's 
a  point  beyond  which  no  "extras"  or 
accessories  can  cope  with  your 
growing  communications  picture. 

Now, General  Dynamics 
Communications  Company  can 
simplify  things  and  eliminate  those 
recurring  rental  expenses  as  well. 
We'll  study  your  communications 
needs,  and  design  a  new  telephone 
system  from  the  ground  up.  Drawing 
on  our  experience  as  the  nation's 
largest  business  telephone  specialist, 
we'll  develop  a  genuinely  responsive 
system  for  your  business  needs  and 
facilities.  Then  we'll  prove  its 
effectiveness,  on  paper,  before  you 
incur  any  equipment  cost. 

Let  us  do  your  communications 
planning.  We'll  provide  expert 
direction,  and  save  you  money. 

Call  toll  free:  800-528-6050  Ext.  1480A 

(In  Arizona  call  800-352-0458  Ext.  1480A) 

Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DVNAMICS 

Communications  Company 


We'll  make  your 
business  telephones 
pay  dividends. 


The  workhorse  is  willing 
but  what  a  load! 


The  reindustrialization  of  America  is  a  top- 
priority  goal  tor  the  80's. 

Unless  we  turn  around  our  sagging 
economy,  how  will  we  sustain  our  stan- 
dard of  living? 

How  will  we  pay  for  our  social  programs, 
which  cost  more  than  our  defense  budget? 

The  foundation?  Cement. 

Rebuilding  America's  basic  industry  and 
economy  means  construction,  which  means 
cement. 

But  the  cement  shortages  of  1973  and 
1978  will  soon  return,  because  America's 
relatively  small,  highly-segmented  cement 
industry  cannot  afford  the  $6  billion 
needed  for  its  own  reindustrialization,  at 
today's  inflated  costs. 


Give  the  horse  a  chance  —  and 
some  nourishment. 

Government  can  help.  It  can  lighten 
the  paperwork,  remove  red  tape,  ease  the 
burden  of  taxes,  regulations  and  environ- 
mental demands. .  .allow  industry  to  use 
more  of  its  earnings  to  finance  plant 
renewal  and  expansion. 

With  a  lighter  load,  American  industry 
can  step  a  lot  faster. 


James  E.  Stewart,  Chairman  of  the  Board  and  Chief  Executive  Officer 
l  one  Star  Industries.  Inc.,  One  Greenwich  Plaza.  Greenwich.  Conn  (>f>K 
For  more  about  the  cement  industry  \  challenges  and  dynamics  in  the  1980  s, 
u  i  ite  for  »uir  Annual  Report 

lONESTAR^f 

Number  One  in  Cement. . .  Serving  America's  Great  Kuilders 


'id  Rockefeller,  the  commission  founder 
i  drumbeat  of  inanities  grew  louder. 


was  hoped  that  a  policy - 
tnted  discussion  group— at 
ligh  level  but  unofficial, 
wn  from  outside  the  na- 
tal administrations  of  the 
I— could  help  nurture  hah 
and  practices  of  working 
it  her  among  these  three 
regions,"  is  how  the  Tri- 
tral  Commission  explains 
twn  birth. 


tees:  Brzezinski  as  National  Security  ad- 
viser, Brown  at  Defense,  Vance  at  State, 
Blumenthal  in  Treasury,  Volcker  at  the 
Fed,  Sawhill  at  Energy,  Andy  Young  at 
the  U.N.,  and  a  dozen  others  in  high- 
ranking  jobs.  Mondale  is  a  Trilateralist, 
too.  Would  these  men  have  been  picked 
even  if  there  were  no  TLC?  Maybe  not  as 
many.  But  remember,  one  gets  tapped  for 
the  commission  because  one  is  influen- 
tial, rather  than  vice  versa. 

Unfortunately  for  the  conspiracy  theo- 
rists on  the  Right  and  the  Left,  once  in 
office  the  Trilaterals  didn't  act  much  like 
a  conspiratorial  team.  Trilateralist  Car- 
ter forced  out  Trilateralist  Blumenthal, 
Vance  demanded  that  Young  go,  and 
when  Vance  quit  everyone  knew  what  he 
thought  of  Brzezinski. 

"International  monetary  policy  re- 
mained uncoordinated  and  the  dollar 
sank  against  the  deutsche  mark,  the 
Swiss  franc,  the  Japanese  yen  and  gold. 
U.S.  energy  policy  floundered.  The  West- 
ern Europeans  were  crossed  up  by  the 
decision  to  cancel  the  neutron  bomb. 
Arms  sales  proceeded  apace.  Congress 
slashed  the  size  of  contributions  to  the 
International  Monetary  Fund.  In  brief, 
the  Trilateral  program  was  in  shreds. 
Many  wondered  whether  the  Adminis- 
tration had  any  foreign  policy  at  all. 
Some  conspiracy,"  wrote  economic  ana- 
lyst Leonard  Silk  and  son  Mark  in  a  new 
book,  The  American  Establishment. 

Tough  business  problems  weren't 
solved  Trilaterally,  either.  For  example, 
Trilateralist  Philip  Caldwell,  chairman  of 
Ford  Motor,  hasn't  been  able  to  convince 
Trilateralist  Katsuji  Kawamata,  chair- 
man of  Nissan,  or  Eiji  Toyeda,  president 
of  Toyota,  to  slow  down  those  car  ship- 
ments to  the  U.S. 

Alas,  people  and  their  conspiracy  the- 
ories are  not  easily  parted.  It  is  much 
easier  to  imagine  a  villain  than  to  think 
things  through.  The  standard  conspiracy 
line  during  the  election  was  that  the 
commission  wrote  Carter  off  and  decid- 
ed to  push  Reagan  in  his  place.  Listen  to 
George  Wald,  the  aging  Nobel  laureate 
who  is  a  kind  of  mascot  for  left-wing 
causes:  "What  all  this  means,  if  I  am 
right,  is  that  David  Rockefeller  and  his 
Trilateral  Commission,  having  had  four 
years  of  fimmy  Carter,  have  decided  that 
they  can  do  even  better  with  Reagan  and 
their  man  Bush."  Anderson,  he  said,  "is 
the  instrument  designed  by  the  Trilateral 
Commission  to  assure  Reagan's  elec- 
tion" by  drawing  votes  from  Carter. 
Documentation?  Well,  weren't  some 
Reagan  advisers,  such  as  Caspar  Wein- 
berger, on  the  commission,  and  wasn't 
George  Bush  a  former  member? 

Why  is  the  commission  seen  as  a  con- 
spiracy instead  of  just  like-minded  fellas 
who  like  to  talk  world  affairs? 

Franklin,  the  Trilateral  coordinator, 
thinks  that  inflation  and  recession  and 
troubles  abroad  are  spawning  grounds  for 


conspiracy  theories.  Trilateralist  Philip 
Trezise,  senior  fellow  at  Brookings  Insti- 
tution, thinks  the  conspiracy  theories  go 
back  to  1964.  "There  was  the  Goldwater- 
Rockefeller  [the  late  Nelson,  but  if  you 
hate  one  Rockefeller,  you  hate  them  all] 
split  in  the  Republican  Party.  For  the 
right  wing  it  was  very  emotional.  Nelson 
was- a  traitor." 

But  how  can  anyone  accuse  Rockefel- 
ler of  leading  the  nation  into  commu- 
nism? "It's  because  their  [the  right-wing 
fringers]  definition  of  communism  is  big 
government.  That's  how  they  define  it," 
says  left-fringe  anti-Trilateralist  Shoup. 

Some  people  may  be  reminded  of 
the  anti-Semitic  Protocols  of  the 
Elders  of  Zion  in  the  1920s.  Unlike 
the  TLC,  which  is  real  enough,  the  El- 
ders of  Zion  never  existed,  but,  like  the 
commission,  the  Elders  were  illogically 
said  to  be  promoting  both  international 
communism  and  capitalism. 

General  Daniel  Graham,  retired,  for- 
merly a  high-ranking  intelligence  officer 
now  with  the  right-wing  American  Secu- 
rity Council,  summarizes  the  more  re- 
sponsible conservative  objections:  "I 
don't  look  at  it  as  some  grand  conspiracy 
but  a  coagulation  of  people  who  held 
totally  unrealistic  views  of  the  world." 

What  do  the  members  themselves  say? 
Why  do  they  join?  For  some  like  Brze- 
zinski, it  is  a  chance  to  influence  those 
who  will  reach  power  and  move  up  with 
them.  For  other  academics,  one  Trilater- 
alist said,  "it's  prestigious.  It  marks  you 
as  a  member  of  the  Establishment.  I  can 
renew  acquaintances  with  friends  in  Eu- 
rope. There's  some  stimulus,"  he  says, 
and  it  doesn't  cost  anything.  For  busi- 
nessmen, it's  not  bad  to  be  invited  by  a 
Rockefeller  to  join  the  club,  and  it  is 
useful.  Says  one  businessman  member: 
"Instead  of  talking  about  the  Japanese 
you  talk/o  the  Japanese.  You  go  to  Tokyo 
and  they  can  be  quite  inscrutable." 

David  Rockefeller  knows  he  is  singled 
out  as  cabalist-in-chief.  "Lately  though, 
the  drumbeat  of  inanities  has  grown  loud- 
er," he  wrote  this  summer.  "Far  from 
being  a  coterie  of  international  conspira- 
tors with  designs  on  covertly  conquering 
the  world,  the  Trilateral  Commission  is, 
in  reality,  a  group  of  concerned  citizens 
interested  in  identifying  and  clarifying 
problems  facing  the  world  and  in  fostering 
greater  understanding  and  cooperation 
among  international  allies." 

That  seems  normal  enough  but  it's  not 
hard  to  see  why  some  become  suspi- 
cious, especially  as  there  is  so  little  pub- 
lic debate  over  foreign  policy,  even  dur- 
ing an  election  campaign. 

Not  knowing  what  is  going  on — or 
why — many  people  feel  manipulated.  In 
a  sense  they  are  probably  right.  The 
much  sadder  truth  is  that  the  world  eco- 
nomic and  political  situation  has  seemed 
simply  out  of  everyone's  control — in- 
cluding that  of  the  traditional  elites.  ■ 
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Observations 


Washington's  Institute  for  Policy  Studies  is  a  veritable  font  oji 
worldwide  anti- American,  antibusiness  propaganda. 

THE  SOURCE 


Much  of  what  happens  in 
America  falls  into  the  cate- 
gory of  "business"  and,  obvi- 
ously, there's  plenty  to  criti- 
cize. I  do  some  carping  my- 
self. But  IPS  is  another  story . 
It's  almost  always  against 
U.S.  positions  on  defense, 
against  covert  intelligence, 
against  business. 


By  John  Train 


Recently  in  a 
bookstore  in  Lon- 
don I  encountered  a 
lot  of  reports  put  out 
by  Counter  Informa- 
tion Services,  a  Brit- 
ish organization 
specializing  in  anti- 
corporate  propagan- 
da. One  of  the  most 
elaborate  was  a  69- 
page  booklet  entitled  The  Ford  Motor 
Company.  This  publication  an- 
nounced that  "The  Ford  Motor  Com- 
pany wages  war  on  its  workers.  ..." 
It  contained  pictures  of  Generalissi- 
mo Franco,  a  gallows,  violent  strikers, 
soldiers  in  combat  deployment  (Chi- 
lean, Argentine  and  South  African),  a 
sedan  squashed  completely  flat,  and 
the  like.  Here  are  some  headings: 
"Firetrap,"  "Lies,"  "Bulldog  Henry," 
"Price  of  a  Life,"  "Fiery  Death," 
"Thousands  Burn,"  "The  Airbag  Fix," 
"Working  on  the  Workers"  and  "Mer- 
chants of  Death."  It  bolsters  its  cause 
by  citing  outside  authorities:  "In  Sep- 
tember 1977  Mother  Jones,  an  Ameri- 
can consumer  magazine,  exposed  the 
horrific  example  of  the  irreconcilable 
conflict  between  profits  and  human 
life."  Ford  the  corporate  villain.  Greed 
versus  humanity. 

Curious  about  this  bearish  piece  of 
automotive  security  analysis — which, 
indeed,  can't  have  done  Ford  stock 
any  good — I  inquired  about  Counter 
Information  Services,  the  publisher  of 
the  anti-Ford  diatribe.  It  describes  it- 
self as  an  affiliate  of  the  Transnational 
Institute,  located  in  Amsterdam. 
That,  in  turn,  proves  to  be  an  affiliate 
of  the  Institute  for  Policy  Studies  in 
Washington. 

John  Train,  a  regular  columnist  for  Forbes, 
is  president  of  Train.  Smith.  Investment 
Counsel  in  New  York,  and  the  author  of  The 
Money  Masters  and  Dance  of  the  Money 
Bees.  His  regular  column  will  appear  in  the 
next  issue 


I  eventually  discovered  that  IPS  ha 
received  seed  money  in  a  grant  froc 
the  Ford  Foundation,  whose  mone| 
came,  of  course,  from  the  Ford  famil 
A  bit  of  grim  irony.  (Perhaps  it's  noj 
surprising  that  Henry  Ford  II  resignq 
from  the  foundation.) 

Incidentally,  the  "outside  sourcel 
quoted  in  the  anti-Ford  pamphlel 
Mather  Jones,  is  published  by  the  Foul 
dation  for  National  Progress,  whic 
was  founded  by  an  associate  fellow  < 
the  same  Institute  for  Policy  Studies 

Further  research  revealed  to  rri 
that  the  institute  is  prodigiously  a> 
tive  in  antibusiness,  antidefense  ad 
anti-intelligence  propaganda.  (Its  ci 
founder  and  codirector  is  Marcus  Ra| 
kin,  who  was  an  adviser  to  Connie 
Spy,  which,  with  its  sister  publicatid 
Covert  Action  Information  Bulletin,  sp  j 
cializes  in  "blowing"  the  cover  of  U. 
intelligence  agents.)  IPS  supporl 
swarms  of  subsidiary  projects,  whic 
often  have  their  own  fundraising  c| 
pabilities  and  networks  of  influence 

With  its  Amsterdam  subsidiary,  tl 
Transnational  Institute,  IPS  publish  i 
books  and  papers,  and  stages  numc 
ous  conferences  and  seminars  on  sue 
subjects  as  "The  Myth  of  the  Sovij 
Threat"  or  "Repression  of  Workers. 

For  instance,   IPS'  "Governme 
Accountability  Project"  in  Washinl 
ton  encourages  telephoned  "whistl 
blowing"  by  federal  employees,  i 
eluding  intelligence  and  defense  inf< 
mation.  It  provides  legal  and  othl 
support  for  such  informants.  Dav 
Cortright,  leader  of  an  IPS  project  ai 
now  head  of  SANE  (Committee  foil 
Sane  Nuclear  Policy),  proposed  an  « 
fort  to  "achieve  a  mass  soldier  orgar| 
zation  within  the  American  arm 
forces"  that  could  result  in  "cnppli 
military  effectiveness." 

Orlando  Letelier,  a  former  Allen 
minister  (and,  it  may  be,  as  papt| 
that  were  found  in  his  briefcase  at  ti 
time  of  his  assassination  suggest, 
Cuban  agent)  was,  at  the  time  of 
death,  director  of  IPS'  Transnatioi 
Institute. 
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A  Transnational  Institute  "fellow" 
who  has  attained  considerable  jour- 
nalistic influence  both  in  this  country 
and  in  Britain  is  Fred  Halliday,  a  self- 
styled  socialist  revolutionary.  He  ap- 
pears regularly  in  the  print  and  broad- 
cast media,  where  he  explains  away 
the  Soviet  invasion  of  Afghanistan. 

IPS  people  frequently  get  their 
views  into  respectable  publications 
without  being  labeled  for  what  they 
are:  far-left  propagandists.  In  the  short 
period  between  Mar.  1  and  June  1, 
1979,  for  instance,  there  were  eight 
guest  appearances  by  IPS-supported 
writers  on  the  op-ed  page  of  the  New 
York  Times.  The  bombardment  contin- 
ues this  year. 

A  large  backer  of  IPS  and  the  Trans- 
national Institute  is  the  Samuel  Rubin 
Foundation,  founded  by  the  late  Rus- 
sian-born creator  of  Faberge',  the  cos- 
metics company.  The  Rubin  Founda- 
tion has  on  its  board  (currently  as 
president)  Cora  Weiss,  daughter  of 
Samuel  Rubin  and  a  leader  of  several 
leftist  groups.  Her  husband,  Peter 
Weiss,  chairman  of  IPS,  is  a  member 
of  the  National  Lawyers  Guild,  which 
traditionally  espouses  radical  causes. 

What  does  all  this  have  to  do  with 
U.S.  business  and  U.S.  investors? 

Ask  the  head  of  any  big  corpora- 
tion. Antibusiness  propaganda  has  be- 
come a  colossal  headache.  Many 
CEOs  have  to  stop  minding  the  store 
to  cope  with  all  the  attacks,  both  here 
and  abroad.  Infiltrating  into  the  public 
mind  through  respectable  publica- 
tions, IPS-type  propaganda  misleads 
moderate  people  into  distrusting  busi- 
ness and  businessmen. 

I  don't  mean  to  imply  that  if  you  dig 
into  sources  of  antibusiness  (or  antide- 
fense  and  anti-intelligence)  attacks 
you'll  always  come  up  with  as  sinister 
a  source  as  IPS.  Much  of  what  happens 
in  America  falls  into  the  category  of 
"business"  and,  obviously,  there's 
plenty  to  criticize.  I  do  a  certain 
amount  of  carping  myself.  But  IPS  is 
another  story.  It's  almost  always 
against  the  official  U.S.  positions  on 
defense,  against  a  U.S.  covert  intelli- 
gence capability,  against  business. 
When  I  asked  a  well-known  Washing- 
ton columnist  what  made  codirector 
Marcus  Raskin  tick,  he  answered, 
musing,  "I  know  him  well,  but  I  don't 
know  the  answer  to  that  question.  I 
guess  he  just  hates  America." 

So,  reader,  think  twice  about  some 
of  those  op-ed  pieces.  And,  business- 
men, support  some  of  the  probusiness 
foundations  that  expose  this  kind  of 
propaganda.  Don't  let  the  game  go  by 
default!  ■ 
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If  you'd  like  to  know  more  about  the  way  we  make  Jack  Daniel's,  drop  us  a  line. 

AGING  JACK  DANIELS  WHISKEY  calls 
for  hoc  summers,  cold  winters  and  a  few  men 
like  Lawrence  Burns. 

Summer's  heat  causes  our  whiskey  to  seep 
inside  the  barrel's  char.  (Here's  where  it  gains 
body  and  color.)  Our  cold  winter  air  brings 
it  back  out.  And  barrelmen  like  Burns 
keep  track  of  this  gentle 
activity  year  after  year  after 
year.  For  a  whiskey,  there's 
no  better  resting  place  than 
a  Jack  Daniel's  warehouse. 
And  from  the  looks  of 
Mr.  Burns,  there's  nothing 
wrong  with  it  for  a  man. 

Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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Grain,  coal — and  some  simple  good  luck — 
have  brought  good  times  to  much  of  the  ship- 
ping industry.  How  long  will  they)  last? 


The  booming 
bulk  trades 


By  Jean  A.  Briggs 


THE  PUSH  TO  EXPORT  U.S.  COal  is 
good  news  not  only  for  mining 
companies  and  railroads.  It  also 
means  business  for  the  shipping  indus- 
try— especially  those  owners  lucky 
enough  to  have  big  cargo-carriers  avail- 
able for  charter.  Rates  for  such  vessels 
are  now  higher  than  ever,  and  the  need 
to  move  coal  from  West  Virginia  or  Wyo- 
ming to  Europe  and  Japan  should  push 
them  higher  still. 

Swashbuckling  sea  lords  from  Hong 
Kong  or  Piraeus  control  much  of  the  dry- 
bulk  fleet,  but  at  least  four  firms  publicly 
traded  in  the  U.S.  have  a  piece  of  the 
action.  The  major  contender  is  New 
York-based  Overseas  Shipholding  Group, 
which  has  about  1  million  dry-bulk  dead- 
weight tons.  In  its  wake  is  Ogden  Corp.'s 
Ogden  Marine  subsidiary,  followed  by 
Marine  Transport,  a  subsidiary  of  GATX, 
and  Gotaas-Larsen,  recently  spun  off  by 
IU  International.  Combined,  these  U.S. 
carriers  have  about  2%  of  the  world's 
tonnage. 

The  dry-bulk  shipping  boom  has  yet  to 
lift  the  earnings  of  any  of  these  firms 
substantially — but  eventually  it  should. 
"The  per  diem  on  a  one-year  time 
charter  for  a  50,000-ton  vessel  was 
around  $7,000  per  day  in  1977,"  says 
William  Van  Vooren,  former  marketing 
manager  at  Marine  Transport.  "Now,  it's 
roughly  double  that."  Unfortunately,  nei- 
ther his  firm  nor  Gotaas  have  ships  avail- 
able currently  for  the  spot  market, 
though  all  the  companies  will  benefit  as 
their  ships  come  off  long-term  charters 
and  are  relet  at  the  higher  rates. 

Not  many  years  ago  the  dry-bulk  cargo 
trade  was  in  the  doldrums,  along  with 
the  tanker  business,  which  has  yet  to 
recover.  The  bulk-cargo  business  was  hit 
hard  by  the  worldwide  recession  that 
followed  the  1973  oil  price  hike.  As  re- 
cently as  1979,  overcapacity  hit  20%. 
Andrew  Watson,  vice  president  of  W.P. 
Sauer  Co.,  Florida-based  ship  brokers,  re- 
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T/x"  Poiana,  taking  on  coal  i>i  Baltimore 
Crowded  ports  boost  shipping  profits. 

calls  the  impact  of  the  lean  years  on 
shipyards.  "They  were  building  ships  be- 
low cost,"  he  says.  "They  would  do  virtu- 
ally anything  to  get  an  order,  to  keep  the 
yards  operating  and  employment  up." 

Business  began  to  recover  in  1978  with 
the  tremendous  increase  in  grain  ship- 
ments. In  1979  the  steel  industry  picked 
up,  speeding  the  movement  of  iron  ore 
and  metallurgical  coal.  Then  demand  de- 
veloped in  both  Europe  and  Japan  for 
steam  coal,  first  from  Australia  and  South 
Africa  and  now  from  the  U.S.  as  well. 

This  year  unexpected  events  have 


tightened  the  market  even  further 
grain  embargo,  for  example,  was  actu4 
a  boost  for  shipowners,  according  to 
chael  Klebanoff,  president  of  Ogden  Is 
rine.  Unable  to  buy  from  the  U.S., 
Soviet  Union  went  shopping  in  Arge 
na  and  Australia.  Not  only  does  the  I 
to  the  U.S.S.R.  from  the  southern  he 
sphere  take  longer  than  from  the  U 
but  ships  often  experience  port  delay 
both  Argentina  and  Australia.  "The  li 
efficiently  the  ships  are  used,"  says  b 
banoff,  "the  more  ships  are  needed 
the  tighter  the  market." 

The  Australian  coal  strike  also  hel 
the  industry.  Japanese  and  Europeans 
mediately  increased  their  orders  for  I 
coal,  and  transportation  quickly  beca 
a  problem  cloud  with  a  silver  lining 
shipowners.  East  Coast  ports  are  una 
to  handle  the  traffic  expeditiously, 
there  have  been  delays  at  Hamp 
Roads,  Va.,  the  largest  U.S.  coal  port 
up  to  45  days.  "That's  bad  for  everyb 
but  the  shipowner  who  is  getting 
$12,000  to  $15,000  per  diem  during 
wait,"  says  Van  Vooren. 

After  a  vessel  finally  gets  out  of  Hat 
ton  Roads,  it  runs  up  even  more  incur  | 
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producing  waiting  time  at  the  Pana 
Canal.  "Tankers  are  moving  from  w 
to  east  carrying  Alaskan  oil  to  Gulf  po 
and  cargo  vessels  are  going  the  other  \ 
carrying  grain  and  coal  to  the  Far  Ea; 
says  Jack  Goldstein,  vice  president 
Overseas  Shipholding  Group.  "It's 
unusual  to  have  delays  on  both  side 
the  canal." 

How  long  will  the  good  times  last 
the  past,  shipping  booms  have  often  t 
gered  overbuilding  that  led  the  indu 
into  the  next  bust,  and  the  supply 
tonnage  is  already  increasing  to  rr 
demand.  Hong  Kong's  Y.K.  Pao,  for 
ample,  has  over  50  ships  on  order,  ir 
of  them  destined  for  the  dry-bulk  ca 
trade.  "If  you  want  a  vessel  built  in  Ja 
or  Korea,  the  areas  of  lowest  cost, 
can't  get  a  berth  until  the  end  of  19£ 
says  one  industry  expert 

Still,  shipowners  may  have  their  1 
appropriately  hedged.  "Grain  will  stil 
important — everybody  has  to  eat,"  a 
Pao,  "but  we  expect  the  trade  in  coal 
ports  from  the  U.S.  to  increase  more  t 
that  of  any  other  commodity  betw 
now  and  1990."  Such  expansion  see 
logical,  assuming  the  transportation  pi 
lems  are  solved — unless,  of  course, 
snags  that  kept  U.S.  coal  output  larj 
static  for  much  of  the  Seventies  persis 

If  Pao  is  right,  however,  the  wol 
dry-bulk  shipowners,  the  four  U.S.  c» 
panies  included,  will  continue  to  er 
their  newfound  prosperity.  If  not, 
could  quickly  be  sailing  once  agair 
troubled  waters.  "This  business  is  tot 
free,  like  the  stock  market,  and  prices 
highly  volatile,"  concludes  Wat: 
Ships  can't  turn  on  a  dime — but  the 
tunes  of  the  shipping  industry  can 
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Tips  from  CPT 
on  what  to  look  for 
in  a  word  processor 


PToffers  a  plain  English  explanation 
rf  exactly  what  word  processing  is,  and 
;ome  helpful  pointers  on  how  to 
:hoose  from  over  70  makes. 


j  Vord  processing  is  simply  a 
ister,  easier,  less  expensive 
/ay  to  type. 

With  a  modern  word 
■rocessor  (such  as  the 
>PT  8000,  right),  you  type  on 
screen  instead  of  paper. 

You  can  type  at  full  roug 
raft  speed  without  worrying  about 
ffifrrors.  Leave  out  a  word  or  a 
aragraph?  No  worry.  Just  go  back 
rid  type  it  in.  You  can  readjust  the 
ntire  text  without  retyping. 

"Electronic  filing" 

ost  word  processors  have  some 
)rm  of  memory.  This  may  range 
om  a  magnetic  card,  which  holds  a 
ngle  business  letter,  to  the  disks 
sed  in  the  CPT  8000,  which  hold 
ver  a  hundred  full-page  letters. 

This  electronic  storage  allows 
pu  to  recall  individual  pages  to  the 
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Clip  and  save  this  checklist  of  features 
to  compare  different  models 


Feature 


lack-on-white  full-page 
screen 
asily  expanded  with  soft- 
ware packages 
Standard  keyboard  and 

plain  English  commands 
|  Automatic  hyphenation 
)ual  disk  drives  and 

standard  120-page  disks 
Simultaneous  input/output 
Comprehensive  training 
and  local  dealer  support 


hm 

at, 

I  CD 


CPT 
8000 


IS 


Brand 
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Brand 
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Brand 
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YES  NO 


reen  in  seconds.  So  you  can  make 
uanges  at  any  time  as  easily  as  you 
■rrected  the  original. 

Only  when  the  document  is 
|:ter-perfect  do  you  transfer  it  from 
reen  to  paper  — at  up  to  540  words 
linute. 

Things  to  look  for 

>ur  search  for  the  right  word  pre- 
ssor will  be  greatly  simplified  if  you 


with  these  basics 
1.  Don't  buy 
too  little  —  or 
too  much — 
word  proces- 
sor. Least 
expensive  are  ■ 
"intelligent 
typewriters" 
with  very  limited  functions.  At  the 
other  end  of  the  scale  are  expensive 
shared  systems. 

Most  popular  by  far  are  the 
"standalone"  models.  The  CPT  8000, 
for  example,  fits  easily  on  a  desk  top, 
yet  has  nearly  all  the 
automated  features  of 
even  the  largest  systems. 

2.  Look  for  a  full-page 
screen  with  a  clear 
image.  The  full-size, 
black-on-white  screen  is 
a  major  feature  of  the 
CPT  8000.  Some  com- 
petitive models  have  only 
a  partial-page  display, 
and  a  green-on-green 
computer-like  screen. 

3.  Be  sure  the  word 
processor  you  select  is 

easy  to  use.  Look  for  things  like  a 
standard  keyboard,  and  plain  English 
commands.  The  CPT  8000  is  so 
easy  to  learn,  most  secretaries  will  be 
turning  out  actual  work  after  a  short 
period  of  instruction. 
4.  Plan  for  your  needs.  It  is  tempt- 
ing to  use  your  word  processor  as  a 
"fancy  typewriter"  just  because  your 
procedures  are  set  up  that  way. 
However,  a  relatively  new  feature, 


called  "software  programming','  can 
enhance  your  word  processor  so  it 
can  perform  many  other  office  tasks. 

The  CPT  8000,  for  instance, 
can  also  be  used  to  prepare  your 
office  payrolls,  keep  ledgers,  handle 
inventory  and  bookkeeping,  and 
more.  Be  sure  the  word  processor 
you  choose  has  this  important  feature. 

There  are  more  things  to  look 
for  than  we  can  touch  on  here.  For  a 
thorough  explanation  of  word  pro- 
cessing, and  more  tips  on  what  to 
look  for,  send  for  our  free  booklet 
CPT  Takes  the  Mystery  Out  of 
Word  Processing. 


mCPT 

i 


Mail  to:  CPT  Corporation 
P.O.Box  17 
I  Minneapolis,  MN  55440 

I Id  like  to  know  more  about  word  processing  and 
the  CPT  8000  Please  send  me  your  free  booklet 
CPT  Takes  I  he  Mystery  Out  of  Word  Processing. 
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America  knows  that  Greyhound 
brings  friends  together.  And  that  includes  sd 
America's  best  friends:  Dennis  the  Menace,; 
Steve  Canyon  and  Mary  Worth. 

Because  the  fact  is  that  today,  when  ec 
shout  "Start  the  presses,"  those  presses  are 
'    leased  from  Greyhound  Leasing  and  Finand 
Corporation. 

Greyhound  is  the  leader  in  both  capitall 
equipment  and  computer  leasing,  supplying! 
everything  from  trains  to  the  railroads  to  jumi 
jets  to  the  airlines. 

We're  as  basic  to  America  as 


>nd  that's  just  one  of  the  things  that  keeps  us 

ireyhound  serves  America's  transportation 
As  the  number  one  intercity  public  carrier, 
ound  carries  over  56  million  people  to  over 
3  places  each  year.  And  we  build  and  sell 
Duses  than  any  other  manufacturer, 
ireyhound  serves  our  personal  needs.  Our 
jr  Division  is  the  number  one  producer  of 
and  number  two  seller  of  hot  dogs.  And 
cal  brand  soap  is  this  country's  most  popular 


deodorant  soap  and  a  leading  name  in 
shampoos  and  antiperspirants  as  well. 

Plus,  Greyhound  rents  cars,  writes 
insurance,  fuels  aircraft,  builds  display  booths 
and  generally  does  everything  from  hosting 
Las  Vegas  conventions  to  spinning  the  yarn  for 
Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus  company"  — 
a  $5  billion,  diversified  corporation  serving 
America  in  a  hundred  basic  ways. 


tnday  funnies.    Greyhound  Corporation  The  omnibus 


company. 


INTRODUCING  THE  NEW  505  TURBODIESEL. 
SHOW  IT  A  HILL. 


Show  it  an  entrance  to 
an  expressway.  A  mountain 
that  has  to  be  climbed.  A 
truck  that  has  to  be  passed. 

The  new  Peugeot  505 
Turbodiesel  can  use  a  word 
seldom  heard  in  the  diesel 
language. 

Performance. 

Not  just  speed,  but  fast 
response.  When  it  counts. 

Notjust0-to-50ina 
matter  of  seconds,  but  the 
kind  of  power  that  makes 
driving  a  diesel  infinitely 
more  enjoyable. 

Couple  that  with  the  fuel 
economy  you  get  from  the 
505  Turbodiesel  (EPA  esti- 


mated 36  mpg  highway, 
and  an  estimated  28 
mpg"],  and  you've  got  a 
car  thats  not  only  superior 
in  its  ride  and  handling,  but 
in  its  fuel  economy  as  well. 

Add  to  that  the  match- 
less comfort  of  a  Peugeot, 
and  you  have  an  auto- 
mobile that's  in  a  class  by 
itself. 

Naturally,  since  Peugeot 
builds  cars  to  last,  you  also 
have  a  car  that  can  go  the 
distance.  Every  Peugeot  is 
available  with  automatic 
transmission  and  accom- 
panied by  a  36-month  per- 
foration from  corrosion  lim- 
ited warranty.  As  well  as  the 
standard  12-month  unlimited 
mileage  warranty." 


(Peugeot  is  also  covered  by 
a  national  network  of  more 
than  300  dealers,  with  a  93% 
parts  availability.) 

The  Peugeot  505  Turbo- 
diesel. 

The  performance  of  a 
turbo,  the  economy  of  a 
diesel,  and  all  the  comforts 
of  a  Peugeot. 

Tomorrow's  car  is  at  your 
Peugeot  dealer  today. 

■'.'a"-3  5-soeea  *'a's~  ssc  ~re~e~oe-  Cc-npore 
'"e  bc»ea  es*  Te  'c  "~e  es'  ~a*ec  ~cg  ;—er 
cars  Vou  may  get  different  mileage  depending  on 
how  fast  yjpu  drive,  weather  conditions,  trip  length 
and  condition  of  your  car  Actual  highway  mileage 
will  probably  be  less  tnan  *he  highway  estimate 
-■Full  terms  of  *hese  3eugeo'  limited  warranties  are 
available  or  your  dealer 


PROGRESS.  NOT  COMPROMISE 


For  the  name  of  your  nearest  authorized  Peugeot  dealer,  see  your  local  Yellow  Pages,  or  in  the  continental  U.S.,  call  toll 
free  1-800-228-2056,  ext.  600.  In  Nebraska  call  toll  free  402-571-4900,  ext.  600 


orthern  Telecom  was  so  eager  to  move  into 
e  office  products  market  that  it  made  several 


assic  textbook  errors. 


Wrong  number 


|  wo  years  ago,  Toronto-headquar- 
tered  Northern  Telecom  seemed 
to  be  doing  all  the  right  things, 
company,  once  largely  a  kind  of 
tern  Electric  for  Bell  Canada,  was 
oming  increasingly  successful  at  sell- 
its  telephone  switchgear  to  foreign 
tomers.  At  the  same  time,  Northern 
aggressively  acquiring  small  com- 
r  terminal  manufacturers  in 
U.S.,  with  the  objective  of  inte- 
ing  their  products  with  its 
)mated  communications  hard- 
e.  That,  according  to  corporate 
tegists,  would  give  Northern  a 
table  stake  in  the  booming  of- 
equipment  market. 
)und  theory,  but  the  execution 
produced  a  deluge  of  wrong 
ibers.  Northern  will  do  well  to 
i  $50  million  this  year — nearly 
%  decline  from  its  1979  profits 
well  below  its  performance  of 
years  ago,  despite  doubled  rev- 
es  of  $1.7  billion, 
ihough    the    recession  hurt 
them's  basic  telephone  equip- 
it  business,  its  $240  million  ac- 
ition  spree  caused  the  real 
—most    of    it  self-inflicted, 
hern  Telecom  Systems  Corp., 
company's  office  equipment 
idiary,  now  accounts  for  16% 
tal  sales,  but  it  will  produce  a 
imillion-dollar  operating  loss 
year:  Northern  is  too  embar- 
d  to  say  how  much.  Two  years 
; these  same  businesses,  which  made 
ialized  computer  terminals,  posted 
operating  margins.  As  they  dis- 
zd,  Northern  has  watched  its  office 
pment  sales  decline  by  10%,  even 
gh  the  $5  billion-a-year  market  for 
products  was  growing  at  a  35% 
lal  rate. 

lanagement  is  suitably  contrite.  "We 
icted  a  1983  to  1985  time  frame  for 
integration  of  our  products  into  of- 
of-the-future  systems,"  says  CEO 
President  Walter  F.  Light,  a  six-year 


company  veteran  and  former  Bell  Can- 
ada telephone  engineer.  "Now,  it  looks 
like  1987  to  1995."  Light  is  the  more 
uncomfortable  because  his  blunders  are 
not  unique.  In  its  eagerness  to  imple- 
ment what  really  was  a  sound  strategy, 
Northern  made  classic  textbook  errors. 

After  buying  Michigan-based  Sycor  in 
May  1978,  Northern  was  lured  into  a 


Northern  Telecom  CEO  and  President  Walter  F.  Light 
"We  needed  more  people  competent  in  computers 

bidding  war  with  McDonnell  Douglas 
over  Minneapolis-based  Data  100,  an- 
other computer  company  in  which  it  al- 
ready had  a  15%  equity  investment.  The 
result:  Northern  unexpectedly  wound  up 
owning  two  companies,  when  it  had 
really  needed  only  one.  "And  that's  a 
difficult  acquisition  and  integration  job 
even  if  you  think  it  out  over  a  year  in 
advance,"  says  Edward  Orenstein,  Data 
100's  former  chief  executive. 

Northern  compounded  its  problems 
with  a  succession  of  personnel  changes. 


Over  the  past  two  years,  four  presidents 
have  headed  its  office  equipment  divi- 
sions— all  but  one  were  from  the  Canadi- 
an parent  and  two  lacked  relevant  data 
processing  experience.  With  the  reign  of 
each  new  telephone  marketer  or  accoun- 
tant came  yet  another  reorganization  of 
the  field  sales  and  service  staff. 

What's  more,  Northern's  idea  of  how 
to  improve  profitability  was  far  more 
relevant  to  an  overstaffed  utility  than  the 
fast-growing  high-technology  business 
that  it  had  acquired.  Pink  slips  from  new 
managers  and  resignations  cut  25%  of 
the  employees  in  the  office  products  di- 
vision, including  many  research  and  de- 
velopment professionals.  Other  money- 
saving  measures  were  equally  shortsight- 
ed: Just  last  year  Northern  merged  pri- 
vate telephone  and  office  equipment 
marketing,  burdening  the  few  remaining 
successful  specialized  salesmen  with  too 
broad  a  line. 

Now,  Light,  56,  who  took  over  North- 
ern last  year  from  Robert  Scrivener,  con- 
cedes that  earlier  efforts  have  failed.  "In 
hindsight,"  he  explains,  "we  needed 
more  people  competent  in  computers." 
That  is  the  latest — and  perhaps  final — 
phase  of  Northern's  learning  experience. 
NTSC  is  now  rehiring  some  dis- 
missed staffers,  and  the  new  head 
is  Marcelo  Gumucio,  a  43-year-old 
alumnus  of  General  Electric  and 
Hewlett-Packard.  Also  on  the  job 
only  a  few  months  is  his  boss,  Ed- 
mund Fitzgerald,  the  man  who 
now  supervises  all  of  Northern's 
U.S.  operations.  He,  too,  under- 
stands high-technology  compa- 
nies— having  improved  profitabil- 
ity at  Cutler-Hammer  before  it  was 
acquired  by  Eaton  Corp. 

Fitzgerald  and  Gumucio,  not  sur- 
prisingly, are  eager  to  talk  about 
Northern's  future  in  office  equip- 
ment. They  have  once  again  reor- 
ganized its  marketing  team  and  see 
ways  to  offset  the  past  two  years' 
new  product  setbacks  by  relying  on 
their  parent's  respected  develop- 
ment arm,  Bell  Northern  Research. 
They  also  point  out  that  just  ten 
years  ago  Northern  bought  tele- 
phone technology  from  Western 
Electric,  while  today  AT&T  buys 
advanced  hardware  from  Canada 
in  $100  million  chunks. 
But  not  many  investors  are  listening. 
Instead,  they  worry  about  production 
limitations  that  pressure  margins  in 
Northern's  basic  business.  And  then 
there  is  that  nagging  $90  million  in 
goodwill  that  Northern  still  carries  on 
its  books  as  a  result  of  those  expensive 
and    as   yet   undigested  acquisitions. 
Northern's  budding  reputation  as  a  high- 
technology  company  has  been  severely 
tarnished — and  it  will  take  years  of  un- 
glamorous  polishing  to  restore  its  for- 
mer luster.  ■ 
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Allstate  rewards 
new  Ford  "Wbrld  Cars"  with 
lower  insurance  rates. 

Repairability  and  serviceability  features  are  expected  to 
make  Escort  and  Lynx  cost  less  to  insure. 


Ford  Motor  Company's 
much-heralded  Ford  Escort  and 
Mercury  Lynx  are  the  first  of  a 
new  generation  of  American-made 
"World  Cars"  which  combine 
design  and  engineering  by  Ford 
teams  from  all  over  the  world. 

While  the  power-efficient 
engine,  front-wheel  drive,  inde- 
pendent suspension 
and  minimum  main- 
tenance capabilities 
dominate  Ford's 
announcements, 
some  less-publicized 
features  will  bring 
far-reaching  benefits 
to  consumers.  These 
are  repairability 
and  serviceability 
improvements  that 
should  help  lessen 
the  cost  of  service 
and  repair. 

Less  costly  repairs 
mean  less  costly  insurance. 

In  Escort  and  Lynx,  Ford  Motor 
Company  (like  GM  with  its 
X-Cars)  is  addressing  the  issues 
that  lead  to  reduced  repair  and 
service  costs  and,  therefore,  lower 
insurance  costs. 

Since  Allstate  believes  that  the 
improvements  made  in  the  Escort 
and  Lynx  should  lower  insurance 
costs,  the  premiums  for  all  these 
models  will  be  reduced.  In  fact, 
most  of  the  models  will  be  in 
the  lowest  insurance  rating  group 
of  any  1981  domestic  cars. 

Premiums  for  Allstate 
policyholders  who  purchase  the 
Escort  or  Lynx  are  expected  to  be 
reduced  about  15%  for  Collision 
and  about  35%  for  Comprehensive 
coverages. 

"Make  and  Model"  rating. 

The  lower  rates  awarded  Ford 
Escort  and  Mercury  Lynx  are  the 
latest  examples  of  Allstate's  Make 


and  Model  Experience  Rating.* 
This  program  factors  each  car 
model's  damageability,  together 
with  its  repair  cost  and  theft 
prevention  features,  into  its 
insurance  premium.  Results  are 
reviewed  periodically  to  determine 
rates.  We  believe,  as  experience 
develops,  it  will  support  our 


Ford's  1981  "World  Car" 


judgment  and  permit  continuing 
these  rate  reductions  for  the  new 
Escort  and  Lynx  models. 

In  the  past,  Allstate  has  made 
similar  price  reductions  when  auto 
manufacturers  have  considered 
the  overall  cost  of  car  ownership — 
particularly  Collision  and 
Comprehensive  insurance  costs — 
in  the  planning  stage.  We  pioneered 
reduced  rates  for  cars  equipped 
with  damage-resistant  bumpers, 
air  bags,  and  more  recently,  lower 
rates  for  the  GM  X-Cars  (Omega, 
Citation,  Skylark  and  Phoenix). 

Tech-Cor  Automotive 
Research  and  Ford 
engineers  collaborate. 

Tech-Cor  is  a  wholly  owned  sub- 
sidiary of  the  Allstate  Insurance 
Company  Tech-Cor  Automotive 
Research  Division  has  become  the 
country's  leading  independent 
auto  repair  research  center.  Here,  a 
continuing  scientific  study  of  auto 

/instate 

Working  to  hold  your  insurance  costs  down. 


repair,  as  well  as  insurance  experi- 
ence, develops  ways  to  lower  crash 
repair  costs,  and  thus  make 
insurance  more  affordable. 

Tech-Cor's  staff  works  with  all 
major  domestic  and  import  auto 
manufacturers,  the  auto  repair 
industry,  the  Equipment  and  Tool 
Institute,  and  the  Inter-Industry 
Conference  on  Auto 
Collision  Repair. 

As  early  as  June, 
1979,  Tech-Cor  engi- 
neers began  sharing 
their  repair  and 
service  experience 
with  the  Escort  and 
Lynx  designers.  Ford 
incorporated  a  number 
of  Tech-Cor  suggestions 
into  these  new  cars. 

Our  ultimate  goal: 
to  help  make  a  car  cost 
less  to  own,  by  holding 
down  escalating 
repair  and  insurance  costs. 

Consumers  benefit  from 
inter-industry  cooperation. 

Allstate  is  not  in  the  auto  repair 
business.  Our  aim  is  to  provide 
insurance  at  an  affordable  price. 
Since  the  cost  of  repairing  cars 
greatly  affects  insurance  costs, 
the  more  closely  our  industries 
can  work  together,  the  more  the 
consumer  will  ultimately  benefit. 

The  earlier  that  Tech-Cor  can 
work  with  manufacturers  to  help 
effect  repair  and  service  improve- 
ments, the  greater  our  contribution 
can  become. 

Allstate  welcomes  this  growing 
relationship,  and  the  opportunity 
it  gives  us  to  help  the  motorist 
we  both  serve. 


*  Allstate 's  Make  and  Model  Experience  Rating  Program 
is  in  effect  in  every  state  except  Mass  .Okla  .N  J  ,No. 
and  So  Carolina,  and  Texas  The  Escort  and  Lynx  rate 
is  in  effect  or  is  filed  in  all  remaining  states. 

Allstate  Insurance  Company,  North  brook.  Ill 
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basic  drives  of  man  are  few:  to  get  enough 
od,  to  find  shelter  and  to  keep  debt  off  the 
iance  sheet. 


The  joys  of 
leasing 


nly  cities  kept  their  books  like  com- 
ies  do,  there  would  be  no  problems  in 
municipalities,  right?  Well,  many 
;s  have  adopted  accounting  "tech- 
es"  from  the  corporate  world.  But 
sort  of  like  learning  a  foreign  lan- 
;e — you  tend  to  pick  up  the  swear 
ds  first. 

st  like  corporations,  cities  hate 
ving  debt  on  their  books.  Just  like 
orations,  they  hunt  for  ways  to  hide 
And  just  like  corporations,  they've 
overed  the  joys  of  leasing, 
hen  Coopers  &  Lybrand  did  a  study 
nunicipal  accounting  several  years 
the  Big  Eight  accounting  firm  dis- 
red  that  off-balance-sheet  account- 
was  rampant:  "While  well  over  half 
cities  studied  lease  property  such  as 
e  space  and  computers,  only  a  few 
e  any  disclosure  of  the  lease  arrange- 
ts  or  future  obligations  based  on 
e  arrangements." 

he  problem  is  still  widespread,  na- 
wide,"  says  Anthony  Mottola,  na- 
al  chairman  of  state  and  local  gov- 
lent  services  for  C&L.  "And  with 
budgetary  pressures  emanating  from 
P  osition  13-like  measures,  cities  will 
every  opportunity  to  get  charges 
hese  off  their  balance  sheets." 
e  amounts  involved  aren't  penny- 
When  Robert  W.  Parry  Jr.,  an  assis- 
professor  of  accounting  at  Indiana 
ersity,  did  an  extensive  study  of 
icipal  leasing  in  Pennsylvania,  he 
vered  that  in  1976  cities  like  Beth- 
and  McKeesport  were  hiding  lease 
imitments  greater  than  their  entire 
osed  long-term  debt.  Scran  ton,  for 
iple,  showed  only  $3.6  million  in 
term  debt  on  its  books  without 
mentioning  another  $33.8  million 
h  of  long-term  leases.  Had  it  been  a 
oration,  Scranton  would  have  had 
low  that  $33.8  million  as  long 
debt. 

tually,  the  Financial  Account- 
itandards  Board  only  recently 
ped  down  on  the  corporate 
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Numbers  Game 


By  Richard  Greene 

use  of  off-balance-sheet  leasing  with  its 
Statement  Number  13,  which  requires 
long-term  leases  to  be  capitalized — just 
like  long-term  borrowings.  But  cities 
have  been  able  to  avoid  that  rule. 

First  of  all,  many  cities  have  never  had 
to  comply  with  anyone's  standards, 
much  less  the  FASB's.  What's  more,  "In 
many  governments  there  is  the  restric- 
tion that  they  can't  enter  into  a  contract 
beyond  the  given  year,"  says  James  M. 
Williams,  a  manager  at  Ernst  &.  Whin- 
ney.  "So,  13  doesn't  apply  because  they'd 
be  able  to  cancel  the  lease  at  year-end, 
and  13  only  applies  to  long-term  leases." 

These  legislative  restrictions  were  set 
up  to  prevent  mayors  from  saddling  their 
successors  with  unreasonable  burdens. 
"But,"  says  Mottola,  "you  can't  just  can- 
cel these  leases  at  the  whim  of  a  new 
legislature  and  then  expect  to  find  lessors 
who  will  work  with  you  in  the 
future." 

Even  if  cities  were  forced 
to  capitalize  these  leases, 
mayors  would  have  little 
difficulty  keeping  them 
off  the  balance  sheet  by 
another  means:  good  old- 
fashioned  municipal  au- 


thorities. Authorities  are  set  up  by  the 
municipality  to  issue  debt,  build  the  re- 
quired facilities  and  then  lease  them  to 
the  city.  After  the  debt  is  paid,  the  au- 
thority is  normally  dissolved,  which 
leaves  the  city  in  possession  of  a  fully 
paid-for  property. 

Says  Parry,  "Although  revenues  de- 
rived from  the  lease  assets  and  current 
lease  payments  would  be  shown  on  the 
city's  statements,  the  debt  would  be  rel- 
egated to  the  financing  authority's  state- 
ments. A  municipal  bond  buyer  could  be 
unaware  of  millions  of  dollars  of  debt 
incurred  for  assets  needed  to  provide  ba- 
sic services." 

Not  only  can  authorities  fool  people 
who  go  mucking  around  a  city's  books, 
they're  a  handy  tool  to  deceive  the  tax- 
payers as  well.  Think  about  it.  If  a  city 
goes  to  the  bond  market  to  get  money  for 
a  sewer  plant,  say,  then  the  citizens  are 
going  to  know  about  it.  They  may  even 
have  the  opportunity  to  vote  on  it.  But,  if 
the  mayor  really  has  his  heart  set  on  that 
sewer  plant,  he  doesn't  want  to  trust  his 
dreams  of  sludge  to  the  fickle  decisions 
of  a  cruel  populace.  So,  he  sets  up  a  sewer 
authority  which  borrows  the  money  and 
builds  the  plant.  No  one  in  town  is  any 
the  wiser. 

Less  Machiavellian  is  the  point  that  by 
setting  up  these  authorities  to  do  leasing, 
cities  do  not  run  up  against  any  debt 
limits  imposed  by  their  banks  or  rating 
services. 

All  this  leads  to  cities  spending  more 
than  they  have,  without  proper  supervi- 
sion, undermining  all  the  devices  put 
into  place  to  stop  them  from  going  the 
route  of  Cleveland  or  New  York. 

There  will  probably  be  some  improve- 
ment this  coming  year  now  that  Stan- 
dard &  Poor's  is  finally  insisting  on  mini- 
mum disclosure  standards  from  the  mu- 
nicipalities it  rates  (Follow-T/jrough,  June 
23).  In  addition,  the  federal  government 
is  tying  revenue  sharing  to  a  proper  audit 
of  a  city's  books,  and  that  can't  hurt 
either. 

But  before  any  enforcement  agency 
can  thoroughly  clamp  down  on  this  trou- 
blesome area,  one  curious  question  must 
be  answered.  Are  authorities  really  part 
of  the  city? 

Right  now,  cities  are  able  to  claim 
that  authorities  are  independent  enti- 
ties. Since  the  authorities  are  able  to 
raise  their  own  money,  explain  the  may- 
ors, obviously  they  are  not  part  and  par- 
cel of  the  city.  This  is  absurd.  Here  is 
one   major   accounting   problem  that 
could  be  easily  solved  by  agreeing  on 
one   simple   definition.  Something 
like  this  one  provided  by  the  mu- 
nicipal experts  at  Coopers  &  Ly- 
brand: Cities  consist  of  "all  organi- 
zations that  play  an  integral  part 
in  the  delivery  of  local  govern- 
ment services."  There.  That's  not 
so  hard  to  understand.  ■ 
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That's  a  lot  of  tube.  What's  more,  it's  not  just  any 
tube,  but  Phelps  Dodge  Copper-Nickel. 

Dollar  for  dollar,  this  time-tested  copper  alloy 
transfers  more  heat  than  any  other  high  corro- 
sion-resistant material.  And,  in  condenser  tube, 
that's  the  name  of  the  game. 

For  electric  utilities,  our  people  have  also  per- 
fected Higher  Performance  Distribution  Cable 
with  longer  design  life.  Are  developing  a 


low-loss  pipe-type  cable  for  tomorrow's  765-kV 
transmission  systems.  And  supply  a  wide  variety 
of  other  copper  products  from  valves  to  bus  bar. 

All  in  all,  each  year,  we  transform  about  a 
billion  pounds  of  copper  into  innovative  and  use- 
ful products  for  electric  utilities  and  other  indus- 
tries. That's  because  people  who  depend  on  cop- 
per depend  on  us.  Phelps  Dodge — the  time- 
tested  name  in  copper. 


j!  Ips  Dodge  condenser  tube  being  installed  by  Marley  Heat  Transfer  Co.  for  Washington  Public  Power  Supply  System's  Hanford  Units  1  and  4. 


300  Park  Avenue,  New  York,  New  York  10022 


The  copper  people  from 
Phelps  Dodge 


Even  at  63  Irving  Kahn  can't  stop  running 
and  making  money,  except  on  his  boat.  Arid 
sometimes  not  even  there. 


At  sea  with 
Irving  Kahn 


Profile 


By  Allan  Sloan 


Itving  Kahn,  in  his  fighting  chair 

"I'm  a  totalitarian  operator.  I'm  not  very  good,  in  a  democracy. 


Irving  Berlin  Kahn,  the  once  and  fui 
communications  magnate,  is  toohngl 
red  Jaguar  down  the  street  in  Pj 
Beach,  Fla.,  running  a  red  light  or 
and  talking  business.  "You  should 
the  people  we've  hired  away  from  Bel 
work  on  our  laser  project,"  Kahn  say) 
his  raspy  voice,  waving  his  hands 
emphasis.  "This  laser  thing  could  be 
ger  than  anything  I've  ever  done." 

That  would  be  pretty  big.  So  far  Ka 
63,  has  founded  Teleprompter  and  hel 
pioneer    cable    television,  served 
months  in  jail  for  bribery  and  peni 
gotten  forced  out  of  Teleprompter, 
together  a  new  cable  business  while 
hind  bars,  redeemed  his  reputation 
made  a  fortune  selling  the  new  busii) 
to  the  New  York  Times  Co.  for  S 
million  (Forbes,  Sept.  29).  He  limps  I 
because  of  an  arthritic  hip  and  a 
back.  He  must  carry  a  virtual  pharmi 
peia  of  pills  to  combat  ailments.  Ana 
is  forever  being  ordered  by  his  doctor 
lose  weight.  But  Irving  Kahn  is  not  aq| 
to  slow  down.  Not  for  one  moment. 

"You  must  be  hungry,"  he  tells 
visitor,  in  a  voice  that  brooks  no 
agreement.  "I'm  taking  you  to  a  p 
with  the  best  food  around."  KA 
dressed  ultracasually  in  slacks  arJ 
white  shirt  with  its  tails  show) 
doesn't  go  to  the  high-priced  place  yd 
expect  from  a  man  with  a  net  worth  lj 
in  the  eight  figures.  Instead,  he  whj 
the  1972  Jag  into  the  last  available  p, 
ing  space  at  Topfer's,  a  barbecue  j 
with  pickup  trucks  in  the  parking 
formica  on  the  counters  and  autograp 
photos  of  players  on  the  Miami  Dolpl 
football  team  all  over  the  place.  Kf 
puts  down  two  barbecued  pork  si 
wiches,  a  Brunswick  stew,  three 
teas  and  a  piece  of  coconut  cream  pie 

He's  right  about  the  food — it's  terri 

Topfer's  is  a  long  way  from  the  gli 
of  Park  Avenue,  where  Kayn  normi 
can  be  found  wearing  sober  suits  ill 
office  37  floors  above  another  of  hi: 
vorite  eateries,  the  Four  Seasons. 
Park  Avenue,  Kahn  acts  out  his  role 
semilegendary  cable  TV  figure,  a  com 
sive  dealmaker,  a  nonstop  salesma] 
man  who  alternately  bullies  and  pra 
his  help.  But  that's  only  one  side 
Kahn.  New  York  is  where  Kahn  wo 
Palm  Beach  is  where  he  comes  to  rej 
his  sanity,  and  to  let  his  employees 
gain  theirs  while  he's  away.  "When 
in  my  office,  I'm  on  the  phone  e' 
second.  My  day  is  programmed.  I'm 
a  goddamn  clerk!"  he  says. 

Even  on  his  65-foot  Daytona  yaj 
custom  equipped  by  the  famous  R* 
vich  Boat  Works,  Kahn  can  pick  up1 
ship's  radiotelephone  anytime  and 
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Today,  Alcoa  aluminum  closures  help  give 
you  product  protection  and  security. 


Alcoa5  Pilferproof  closures  have  been 
protecting  purity  for  over  50  years. 


They  make  it  easy  for  consumers  to  tell  what 
remains  securely  sealed  and  what  may  have 
been  tampered  with. 


'MS 


HOC**" 


Alcoa  has  also  developed  child-resistant 
closures  that  are  hard  for  kids  under  five  to 
open.  So  they're  good  protection  against  too 
much  curiosity— yet  easy  for  adults  to  open. 


And  today,  in  hospitals  everywhere,  Alcoa 
closures  perform  a  variety  of  vital  services- 
protecting  life  support  systems  and  medicines. 
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And  even  the  formula  given  to  newborn 
babies. 


We  can't  wait  for  tomorrow.  For  more  infor- 
mation on  Alcoa  closures,  write  Aluminum 
Company  of  America,  446-Y  Alcoa  Building, 
Pittsburgh,  PA  15219. 
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CP-1214D 

Advanced  12  digit  printer/ 
display  with  automatic  or 
selective  accumulation. 


CP-1002D 

The  economical  10-digit 
printer/display  with  the 
simplified  addlng  machine 
like  keyboard. 
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CD-1212 

The  CD  1212  is  our  12  digit 
calculator  that's  all  pro  It 
has  versatile  accumulative 
memory. 
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CD-1004 

Canon's  10-digit  electronic 
calculator  with  grand  total  to 
handle  all  basic  problems. 


primer 
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CP-1202 

The  12-digit  printer  with 
adding  machine  like  key- 
board with  grand  total  key, 
buttered  keyboard  with 
two  key  rollover. 


CP1002 

The  economical  10-digit 
printer  with  the  simplified 
adding  machine  like  key 
board 


ALASKA 


GET  IT  FROM  A  RELIABLE 
S0URCE.CAN0N. 


CALIFOR 


Calculators  have  come  a  long  way  in  a 
short  time. 

They've  gotten  smaller.  More  sophisti- 
cated. More  economical.  And  more  reliable. 

And  since  the  beginning,  Canon  has 
been  a  leader  in  the  calculator  revolution. 

In  1964,  we  introduced  the  world's  first 
10-key  desktop  calculator.  Since  then  a  con- 
tinuous research  and  development  program 
has  enabled  us  to  hold  our  position  as  a 
leader  in  the  calculator  industry.  And  with 
our  improved  calculators.in  reliability  as  well. 

Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combines  advanced  electronic  technology 


with  simple  adding  machine-like  keyboard. 

Our  display  calculators  have  large,  easy- 
to-read  displays,  fatigue-free  keyboards, 
and  are  unique  in  their  class  for  reliability. 
And  our  line  of  printer/display  calculators  is 
the  perfect  combination  of  digital  display 
convenience  and  tape  printout  precision. 

Through  the  years 
Canon  has  continually 
expanded  its  techno- 
logical and 


manufacturing  capability  at  its  Costa  Mesa, 
California  plant  to  meet  the  growing  needs 
of  the  American  consumer.  And  is  produc- 
ing the  most  advanced  calculators— display, 
printer  and  printer/display— at  this  modern: 
production  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source... Canon. 

Call  your  local  Canon  dealer 
about  the  full  line  of 
Canon  commercial 
calculators. 
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CP-1014D 

The  10-digit  one-memon 
printer/display.  Features  trw 
quiet  Canon  magnetic  printing 
element. 
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ALASKA 

Anchorage  The  Arctic  Office  Machines  Co  907  277  3527 

Fairbanks  Bower's  Office  Products.  Inc  907  479  6264 


ARIZONA 

Bullhead  City  The  Booster  602  754  3737 

Flagstaff  Walsh  Bros  Office  Equipment  602  526  2818 

Glendale  Walsh  Bros  Office  Equipment  602  931  4317 

Lake  Havasu  Parks  Business  Equipment  602  855-808 1 

Mesa  Walsh  Bros  Office  Equipment  602  962  4217 

Phoenu  Walsh  Bros  Office  Equipment  602  244  9721 

Prescott  Seitz  Business  Equipment  602  445  6292 

Tucson  Walsh  Bros  Office  Equipment  602  623  5446 

Yuma  Yuma  Office  Products  602  783  443 1 


CALIFORNIA 

Anaheim  PEC.  Ltd  714  778  3007 

Angels  Camp  Calaveras  Office  Supply  209  736  2240 

Aptos  Aptos  Office  Equipment  408  688  47 1 7 

Artesia  Artesia  Calculator  Service  213  860  2439 

Barstow  Barstow  Stationers  714  256  2161 

Bishop  Bishop  Typewriter  Company  714  873  5773 

Blythe  Fisher  Ranch  714  922  4242 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Quality  Office  Machines  805  251  1120 

Carson  Astro  Office  Products  213  770  6010 

El  Centro  Crossland  Office  Supplies  714  352  4645 

Fortuna  Advance  Business  Machines  707  725  9446 

Fresno  Roy  s  Office  Equipment  Center  209  485  0751 

Grand  Terrace  PEC.  Ltd  714  825  6821 

Indio  India  Cash  Register  714  347  1500 

Inglewood  Certified  Equipment  Sales  Company  213  678  7285 

Inglewood  Quality  Business  Machine  Co  213  671  0075 

Irvine  QT  M  .  Inc  714  957  1195 

La  Jolla  Warwick's  714  454  0347 

Lancaster  Desert  Office  Equipment,  Inc  805  942  8466 

lompoc  Stateside  Office  Supply  805  736  123 1 

Long  Beach  California  Calculator  Co.  213  422  129! 

Los  Angeles  Angelus  Typewriter  Company  213  385  7433 

Los  Angeles  Astro  Office  Products  213  770  6010 

Los  Angeles  Business  Machines  Unlimited  213  559  7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627  5491 

is  Angeles  Westfall  Office  Equipment  Co  213  385-002 1 

Merced  Davis  Typewriter  Company  209  723  2929 

ModestoL  M  Morris  Company  209  529  3610 

Napa  BarwicK  Business  Machines  707  224  3128 

Oxnard  Crawford  Business  Equipment  805  486  6348 

Pasadena  Business  Machines  &  Equip  Co  213  796  5311 

Pomona  Cook  Arthur.  Inc .  Office  Mach  714  629  7630 

Redding  Cascade  Office  Machines  916  241  7921 

Rtdgecrest  Aide  Stationers  714  375  7733 

Sacramento  Central  Office  Equipment  Co  916  447  4853 

|5acramento  Golden  State  Business  Systems  916  441  2917 

Salinas  Dunn  s  Office  Equipment  408  424  4861 

an  Diego  Cash  Lewis  Company  714  582  2055 

an  Diego  Remco  Business  Products  Inc.  714  571  1737 

n  Diego  The  Machine  Age  714  277  0151 

an  Francisco  Business  Equipment  Company  415  392  1005 

an  Francisco  Trend  Electronic  International  415  956  6200 

an  Luis  Obispo  Dick's  Office  Machines  805  543  765 1 

nta  Barbara  Ayala  Business  Equipment  Co  805  682  2338 

nta  Maria  The  Typewriter  Doctor  805  925  6434 

anta  Rosa  Sampson  Typewriter  Company  707  542  1838 

hatter  Shafer  Office  Supply  805  746  3077 

tockton  Turner  Business  Machines  209  951  7272 

unnyvale  Business  Equipment  Co  415  969  2666 

n  Nuys  A  1  Business  Machine  Company  213  782  3070 

tentura  Tri  County  Business  Machines  805  647  1258 

lasco  Shafer  Office  Supply  805  758  644 1 

itsonville  Jims  Business  Machines  408  724  2575 

reka  Top  Office  Products  916  842  1750 

uba  City  Mid  Valley  Office  Machines  916  673  7896 


COLORADO 

Boulder  Shapard  Office  Machines 
Colorado  Springs  Louden  Office  Machines 
Cortez  Patterson  Oftice  Equipment 
Craig  Courier  Office  Supply 
Craig  Courier  Office  Supply 
Denver  Independent  Service  Inc 
Greeley  Bachman  s 
Greeley  Nelson  Office  Supply 
Lalunta  Gobin  s 
Lamar  Gobin  s 
Rocky  Ford  Gobin  s 
Salida  Mountain  Mail 


HAWAII 

Hilo  Office  Things.  Inc 
Honolulu  Office  Things.  Inc 
Kahului  Office  Things.  Inc 
Kailua-Kona  Office  Tilings.  Inc 
Kaunakakai  Oftice  Things.  Inc 


IDAHO 

Blackfoot  Intermountain  Business  Systems 
Boise  A  1  Business  Machines 
Idaho  Falls  Eagle  Rock  Business  Systems 
Kellog  Panhandle  Office  Supply 
Pocatello  Intermountain  Business  Systems 
Twin  Falls  Snyder  s  Office  Equipment 


MONTANA 

Butte  O'Connor's  Office  Equipment 
Glendive  Boss.  Inc 
Great  Falls  Cascade  Office  Products 
Great  Falls  Superior  Business  Equipment 
Helena  Helena  Office  Equipment 
Kalispell  Bomar  Oftice  Supply 
Libby  Bomar  Oftice  Supply 
Missoula  less  Oftice  Equipment 
Wolf  Point  Boss  Inc 


NEVADA 

Las  Vegas  A  1  Office  Machine  Co  .  Inc 
Reno  Sin  Business  Machines 


NEW  MEXICO 

Alamogordo  The  Ink  Well.  Inc 

Albuquerque  American  Office  Products 

Farmington  Office  Supply  &  Service  Co. 

Gallup  Gallup  Blue  Print 

Hobbs  I  Got  It  Business  Machines 

Lovington  Herbs  Office  Center 

Portales  The  Office  Center 

Roswell  John  Office  Supply 

Santa  Fe  Southwest  Business  Systems 

Silver  City  Pete  s  Business  Machines 


OREGON 

Burns  Burns  Office  &  Art  Supply 
Coos  Bay  Frank's  Office  Equipment 
Eugene  Oregon  Typewriter  &  Recorder 
Medford  Valley  Office  Equipment 
Newport  Kangiser  Office  Supply 
Portland  Imperial  Office  Machines 
Portland  Oregon  Typewriter  &  Recorder 
Roseburg  Roen  s  Office  Equipment 
Salem  Kay  Typewriter  Co 
The  Dalles  Craig  Office  Supply 


303  443  3020 
303  473  1118 
303  565  8478 
303  824  6531 
303  824  6548 
303  744  7071 
303  352  7503 
303  353  0246 
303  384  4761 
303  336  4727 
303  254  3055 
303  539  6691 


808  935  5401 
808  524  0220 
808  877  7331 
808  329  1308 
808  558-8956 


203  785-0034 
208  345  0054 
208  529  2089 
208  786  9101 
208  233  3812 
208  733  7075 


406  723  5763 
406  365-2374 
406  727  2233 
406  727  7462 
406  442  3130 
406  755  5600 
406  293  3707 
406  549-9717 
406  653-2630 


702  384-1775 
702  323  3079 


505  437  7300 
505  265  7751 
505  327-7381 
505  863  9396 
505  393  3676 
505  396-3621 
505  356  4477 
505  622-1251 
505  982  4224 
505  538  9712 


503  573  2231 
503  269  9383 
503  342  2463 
503  779  4000 
503  265  5571 
503  233  1127 
503  224  2141 
503  672-6768 
503  585  4024 
503  298  4111 


TEXAS 

Abilene  Typewriter  Service 
Amanlio  Tascosa  Office  Machines 
Austin  Austin  Typewriter  Co 
Beaumont  Accurate  Business  Machines 
Big  Spring  Graham  Business  Machines 
Brownsville  Walk  Office  Equipment  Co 
Bryan  Otis  McDonald  Business  Machines 
Corpus  Christi  Patterson  s.  Inc 
Dallas  Remco  Office  Machines 
Dallas  Jim  Erwin  s  Office  Equip  Center 
Del  Rio  Herald  Printing  &  Office  Supply 
Fort  Worth  Specialty  Service  Co 
Harlingen  Davis  Office  Machines 
Houston  AMD  Corporation 
Houston  Houston  Typewriter  Exchange 
Kerrville  Blackwell  Business  Machines 
Rilgore  S  &  S  Office  World 
Lamesa  Lamesa  Printing  Company 
Laredo  Meza  Office  Machines 
Lubbock  Frank  McGlaun 
Lufkin  Story  Wright  Printing  &  Office  Supply 
McAllen  South  Texas  Calculator 
Nacogdoches  John  S  Wyatl 
Odessa  Ector  Office  Equipment  Co 
Odessa  West  Texas  Business  Machines 
Palestine  Modern  Business  Systems 
Pasadena  Brewmgton's  of  Pasadena 
Port  Lavaca  Calhoun  County  Office  Equipment 
San  Angelo  Holcombe  Blanton  Company 
San  Antonio  Business  Products  Center 
San  Marcos  Carson  Typewriter  Service 
Sherman  Texoma  Business  Machines 
Temple  Johnnie's  Office  Machines 
Texas  City  Mainland  Typewriter  Exchange 
Tyler  East  Texas  Typewriter  Exchange 
Victoria  Victoria  Office  Equipment  Co 
Waco  Beco  Co. 

Wichita  Falls  Red  River  Electric  Calculators 
'oakum  Dewitt  Poth  Office  Machines 


UTAH 

Moab  Spencer's  Printing  &  Stationery 
Odgen  Backus  Business  Machines 
Ogden  Intermountain  Office  Equipment 
Provo  Lloyd's  Business  Machines 
Salt  Lake  City  All  Makes  Typewriter  Company 
Salt  Lake  City  Backus  Business  Machines 
Smithfield  Denny's  Office  Supplies 


WASHINGTON 

Bellingham  Blackburn  Oftice  Equipment 

Clarkston  Hohman  Business  Machines.  Inc 

College  Place  Color  Press 

Everett  Alpine  Office  Equipment 

Longview  Area  Oftice  Products 

Pasco  Basin  Typewriter  Company 

Seattle  McDonald  &  Klein.  Inc 

Spokane  ABC  Office  Equipment  Co 

Tacoma  Calculators  Unlimited 

Vancouver  Professional  Business  Machines  Co 

Wenatchee  David  Rodstol,  Inc 

Yakima  Sig's  Office  Machines 


WYOMING 

Casper  Marv's  Office  Equipment 
Cheyenne  Frontier  Office  Equipment 
Lander  Marv's  Office  Equipment 
Sheridan  Top  Typewriter 
Torrington  Torrington  Office  Products 


915  677  4346 
806  373  5731 
512  454  2688 
713  838  3956 
915  263  6901 
512  546  3331 
713  822  1328 
512  883  9292 
214  243  0548 
214  699  9911 
512  775-2011 
817  536  8363 
512  423  8781 
713  669  4915 
713  659  4969 
512  257  3130 
214  983  1549 
806  872  2151 
512  724  5012 
806  747-2525 
713  632  7727 
512  682  4158 
713  564  3507 
915  337  8339 
915  563  1537 
214  729  2135 
713  472  5551 
512  552  6786 
915  655  4161 
512  341  4681 
512  392  2158 
214  892  2144 
817  778  7608 
713  945-3341 
214  592  1676 
512  573  4371 
817  753  6428 
817  723-4871 
512  293  3791 


801  259  5735 
801  392  7503 
801  399  5826 
801  374  0725 
801  328  4941 
801  487  9813 
801  563  5004 


206  733  7660 
509  758  8165 
509  525  6030 
206  252  4164 
206  636  5924 
503  547  8896 
206  524  3700 
509  922  4600 
206  572  5678 
206  695  3754 
509  663  6311 
509  248  6550 


307  234  0517 
307  634  9665 
307  332  9763 
307  672  3144 
307  352  7374 
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anyone  he  wants.  Or  he  can  order  his 
captain  not  to  answer  when  the  phone- 
rings.  It's  an  impressive  vessel,  which 
Kahn  bought  for  $200,000  five  years  ago 
and  paid  another  $200,000  to  renovate. 
There  are  three  twin  staterooms  com- 
plete with  individual  showers  and  bath- 
rooms, a  galley  with  a  side-by-side  refrig- 
erator-freezer and  a  microwave  oven, 
and  a  salon  with  inlaid  black  walnut  pan- 
eling dominated  by  a  huge  color  TV — 
connected  to  West  Palm  Beach's  cable 
system,  of  collisi- 
on deck  are  fighting  chairs  used  in  big- 
game  fishing,  and  much  custom-made 
fishing  gear.  Kahn  sinks  into  a  chair, 
drapes  his  legs  over  the  footrest,  and  the 
urns  to  his  childhood  in  New  Jersey, 
i  s  father,  a  Russian  immigrant,  had 
vision  but  no  business  sense,  Kahn  says. 
His  mother  ran  the  family  business  and 
made  money  playing  the  stock  market 
"My  parents  lost  control  of  me  when  I 
was  11,  and  I  went  out  and  started  to 
make  my  own  money,"  he  says. 

His  entrepreneurial  beginnings  were  as 
modest  as  they  were  imaginative.  Not 
being  athletically  gifted  but  seeking  the 
acclaim  athletes  got,  Kahn  managed  to 
earn  it  by  becoming  Newark's  leading 
baton  twirler.  Practicing  with  batons 
made  out  of  bowling  pins  his  buddies 
filched  from  bowling  alleys,  he  managed 
to  get  into  the  University  of  Alabama  on 
a  baton  twirling  scholarship.  Kahn 
picked  Alabama  over  three  other  colleges 
that  offered  him  baton  scholarships  be- 
cause it  had  the  best  business  school. 
Down  in  Tuscaloosa,  Kahn  discovered  it 
wasn't  all  fun  and  games  being  a  Jewish 
boy  from  New  Jersey  in  the  deep  South  in 
the  1930s.  "My  uncle  warned  me  that 
because  I  was  Jewish,  I  had  to  be  twice  as 
good  to  get  half  as  far,"  he  says. 

Kahn's  uncle  is  Irving  Berlin,  the  com- 
poser. After  graduating  from  Alabama, 
Kahn  was  supposed  to  become  the  man- 
ager of  his  uncle's  music  portfolio.  At  the 
last  moment,  Kahn  decided  to  set  out  on 
his  own,  making  Berlin  so  angry  "that  he 
didn't  speak  to  me  for  a  year." 

Instead,  Kahn  ended  up  at  Twentieth 
Century-Fox  as  a  public  relations  flack, 
rising  to  become  an  assistant  to  Chair- 
man Spyros  Skouras.  "When  they  want- 
ed someone  there  to  pick  up  stars  at  the 
6  a.m.  train  on  Saturday,  there  was  old 
Irving,"  he  recalls,  explaining  one  of  the 
tricks  he  used  to  get  ahead.  Kahn  says  he 
was  so  good  he  was  earning  550,000  a 
year,  with  a  $l,000-a-month  expense  ac- 
count, before  he  was  30. 

The  stories  roll  on,  and  it's  approach- 
ing midnight.  Kahn's  guest,  almost  30 
years  younger,  is  exhausted.  Kahn  is  just 
getting  started.  Without  even  thinking 
about  how  late  it  is,  Kahn  calls  his  boat's 
captain,  Bob  Higgins,  and  orders  him  to 
cast  off  at  6:30  the  next  morning. 

Calling  employees  any  hour  of  the  day 
or  night  is  something  Kahn  learned  from 


Skouras.  Laying  on  a  heavy  Greek  ac- 
cent, Kahn  tells  how  Skouras,  in  the  Fox 
steam  room,  used  to  summon  his  fully 
dressed  subordinates  to  come  in  with 
him  to  discuss  business.  Until  he  got  the 
answers  right,  Kahn  says,  Skouras  kept 
him  in  the  room,  sopping  wet  and  humil- 
iated. As  a  result,  "I  learned  very  fast  to 
get  things  right." 

Kahn,  one  of  the  quickest  studies  ex- 
tant, also  picked  up  a  peculiar  manage- 
ment style  at  Fox.  He's  a  hands-on  man- 
ager who  knows  everyone's  name.  He 
also  wants  everyone  to  know  he's  the 
boss.  "I'm  not  very  good  in  a  democra- 
cy," he  says.  "I'm  a  totalitarian  opera- 
tor." Occasionally  he  abuses  employees, 
using  frightful  language.  But  then  he 


Kal.vi  aboard  tlx?  C47V.  a/k/a  Cat  5 

A  long  way  from  the  Mamaroneck 

seawall  and  a  boat  5  feet  too  short. 

sends  them  gifts  and  tells  them  how 
wonderful  they  are.  He  also  holds  out  the 
vision  of  the  carrot — a  piece  of  the  prof- 
its. When  the  Times  Co.  deal  is  consum- 
mated early  next  year  some  of  Kahn's 
longtime  associates  will  get  seven-figure 
bonuses;  others  will  get  from  $250,000  to 
$750,000.  "I'll  still  make  between  $50 
million  and  S60  million,"  he  says.  "How 
much  more  do  I  need?" 

It  was  precisely  because  he  couldn't  get 
a  piece  of  the  action  that  Kahn  left  Fox  in 
1951  to  found  Teleprompter  Corp., 
which  started  out  promoting  the  device 
that  helps  television  performers  read 
scripts  on  camera,  and  ended  up  in  cable 
TV.  Despite  his  big  Fox  paychecks,  Kahn 
had  almost  no  savings — most  of  Tele- 
prompter's  capital  was  the  parting  gift  of 
one  year's  pay  Kahn  got  from  Skouras.  "I 
came  to  the  conclusion  that  no  matter 
how  much  salary  you  earn,  you  need 
equity,"  Kahn  said.  With  brass,  luck  and 
touting,  Kahn  kept  Teleprompter 's  stock 
flying.  "We  sold  at  70  times  losses,"  he 
recalls.  That  enabled  him  to  make  acqui- 
sitions for  stock  instead  of  the  cash  he 
didn't  have. 

Teleprompter  got  into  cable  TV  by  ac- 
cident, when  someone  told  Kahn  that 
the  cable  system  in  Silver  City,  N.M.  was 
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for  sale.  "I  sent  one  of  my  people 
there,  and  we  bought  it,"  Kahn 
"The    big    advantage    was  that 
couldn't  even  find  Silver  City.  If  we 
a  failure  there,  who  would  know?" 

By  1968  Kahn  was  really  rolling  w 
suddenly  he  was  indicted  for  bribing 
cials  in  Johnstown,  Penna.  to  keep  1 
prompter's  cable  franchise-  there,  an^ 
lying  about  the  bribes  under  oath 
served  20  months  in  1971-72.  Kahn, 
says  he  was  a  victim  of  extortion, 
imprudently  paid  off  with  a  $15, 
Teleprompter  check.  "If  I  had  been  se 
ble,  I  would  have  either  paid  off  in  c 
or  gone  to  the  FBI,"  Kahn  says  rueh 
After  Kahn  was  convicted,  Jack  8 
Cooke  took  over  Teleprompter,  foi 
Kahn's  plans  to  run  it  from  jail.  Kahn 
bought  Cooke's  HtvB  American  q 
company  for  a  big  slug  of  stock  and 
control  of  Cooke's  shares  through  a 
ing  trust.  But  as  a  felon,  Kahn  wa 
eligible  to  be  a  trustee  under  New  \  ■.: 
law.  Cooke  seized  the  opportunity  to 
his  stock  back  and  use  it  as  a  level 
throw  Kahn  out.  Kahn,  embittered, 
his  Teleprompter  stock  for  about 
million — his  first  fortune.  Kahn  bo  :. 
that  in  1971  he  got  about  the  same 
share  as  the  $38  Westinghouse  want  - 
pay  for  Teleprompter  [Forbes,  \o/  ic  ■  : 

Kahn  did  a  lot  of  reading,  brooding!  ;' 
thinking  in  jail.  He  read  some  50  pub]  I  named 
tions  a  month,  all  the  while  tinke  munirvai 
with  the  cable  TV  systems  in  the  1  I 
security  prisons  where  he  was  kepi 
jail,  Kahn  bought  two  cable  TV  f 
chises,  listing  prison  as  his  return 
dress.  The  franchises,  in  Camp  McG 
and  Ft.  Dix,  were  on  federal  propert 
New  Jersey,  and  weren't  subject  to  B 
Jersey's  state  regulators.  The  goal  wi 
build  up  a  good  record  before  havin  :. 
apply  to  the  Jersey  regulators — whicl 
later  did  to  assemble  the  55  franchise  . 
sold  the  Times  Co. 

Fighting  boredom  and  depression 
jail  and  trying  to  shelter  his  Telepra 
ter  profits,  Kahn  went  into  chicken-f 
ing  tax  shelters  with  Frank  Perdue.  1 
he  branched  out  into  cattle.  Finally 
went  into  turkeys  and  came  a  croj  . 
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because  "no  one  told  us  we  had  to  1 
freezer  space  for  the  turkeys.  We  es 
up  losing  so  much  on  them  we  probl 
would  have  been  better  off  paying 
capital  gains  tax." 

After  leaving  jail,  Kahn  tried  to  rej 
But  he  started  to  go  stir  crazy  aftei 
weeks.  He  had  more  than  enough  mc  :j\ 
to  live  comfortably  the  rest  of  his  life, 
could  dabble  as  a  gourmet  ("you  leam 
on  a  Fox  expense  account")  and  a  dee| 
fishing  aficionado,  but  it  wasn't  enc 
to  keep  him  even  partly  occupied.  S 
plunged  back  into  business. 

Now  that  he's  sold  his  New  Jersej 
ble  systems  to  the  Times  Co.,  Karj 
devoting  full  time  to  General  Optroi 
his  three-year-old  laser  company. 
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is  the  company  has  developed  "an 
need  long-life  gallium  arsenide  semi- 
uctor  injector  laser  diode"  that  can 
utionize  printing  and  data  transmis- 
by  sending  light  impulses  through 
wires.  Current  technology  relies  on 
rical  impulses  through  copper  wires. 

claims  his  lasers  will  make  more 
ley  than  the  Times  deal, 
s  long  as  Kahn  is  wheeling  and  deal- 
there  will  be  a  boat  nearby.  He  got 
ced,  so  to  speak,  when  he  started 
ing  off  the  seawall  in  Mamaroneck, 
where  Skouras  lived  and  Kahn  has 
since  1958.  Kahn  started  boating 
a  16-footer  and  ultimately  graduat- 
to  his  current  vessel,  which  costs 
it  $90,000  a  year  to  run.  "You  start 
etting  tired  of  being  able  to  fish  only 
n  the  tide  is  right,"  Kahn  says,  "so 
get  a  boat.  Your  first  boat  is  too 
,  so  you  get  a  bigger  one.  Then  you 
a  boat  with  a  john,  so  you  don't 
to  keep  coming  ashore.  Then  there 
to  be  so  much  maintenance  that  you 
a  full-time  captain." 
lis  is  Kahn's  sixth,  and  presumably 
boat.  (He  keeps  threatening  to  give 
ame  fishing  and  get  a  "Jewish  war 
e" — as  he  refers  to  mass-produced 
s-Crafts — but  when  you  see  him 
rd  his  vessel,  it's  hard  to  take  the 
at  seriously.)  All  Kahn's  boats  have 
named  CATV.  That's  short  for 
munity  antenna  television,  which  is 
people  called  cable  TV  before  it 
out  and  got  a  sexier  name.  One 
g  that  irks  Kahn  is  that  marine  tele- 
e  operators  won't  call  his  boat  by  its 
er  name.  "They  call  it  the  Cat  5. 
's  about  what  you'd  expect  from  the 
le  company,"  he  says  disdainfully, 
ading  out  to  sea  once  more,  Kahn  is 
ng  a  reflective  moment.  His  biggest 
ts,  he  says,  are  that  he  wasn't  home 
lg  his  daughters'  formative  years, 
that  he  made  his  wife,  Elizabeth, 
her  job  as  a  writer  at  Fox  when  they 
married  in  1949.  "I  was  a  real  chau- 
t,"  he  says.  "I  wish  she  had  kept 
ing."  Kahn,  who  has  no  sons,  seems 
light  in  working  with  young  men — 
etimes  employees,  sometimes  young 
officers,  sometimes  children  of 
less  acquaintances, 
t  Kahn's  reflective  mood  passes  al- 
as soon  as  it  comes.  Now  he's  bark- 
ut  orders.  He's  telling  the  mate  how 
arm  the  breakfast  danish  in  the  mi- 
ave  oven,  kibitzing  with  Captain 
ins  about  how  to  read  the  radar, 
ng  numbers  with  his  visitor. 

the  shoreline  recedes,  Kahn  and 
ins  discuss  their  newest  plan — a 
to  link  the  CATV  to  the  Marisat 
ime  satellites  without  having  to 
big  earth-station  receiver.  "I'll  be 
to  make  calls,  and  send  and  get 
ments  without  ever  having  to  leave 
oat,"  Kahn  exults.  The  technology 
dy  for  this.  But  is  the  world?  ■ 
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Pay  Less  Drug  Stores  Northwest  may  put  its 
stores  in  the  boonies,  but  it  can  make  money — 
and  throw  punches — like  big  city  retailers. 


Small  town 
battler 


ring  to  stick  to  the  Northwest's  smaller 
towns  where  competition  isn't  so  fierce. 
But  Pay  Less  NW's  recent  fit  of  aggres- 
sion and  expansion  is  proof  positive  that 
the  company  really  does  want  into  the 
big  time  of  retailing,  though  only  on  its 
own  terms. 

Battling  Jewel  for  control  of  Pay  Less 
California,  Pay  Less  NW  further  sur- 
prised Wall  Street  by  winning  the  bid- 
ding war  with  a  $50  million  offer.  Pay 
Less  NW  Chairman  Edward  B.  Hart,  56, 
whose  previous  overtures  had  been 
turned  away  by  Pay  Less  California, 
wasn't  about  to  let  Jewel  snatch  the  cov- 
eted chain  from  under  his  nose.  Hart, 
leveraged  to  his  eyeballs,  walked  away 


By  William  Harris 


Wall  Street  was  caught  by  sur- 
prise in  January  when  Pay  Less 
Drug  Stores  Northwest  (fiscal 
1980  sales,  $380  million)  started  a  take- 
over war  for  the  first  time  in  its  37-year 
history.  The  target:  Pay  Less  Drug  Stores 
of  California,  an  unrelated  drug  chain 
with  a  similar  name.  The  competition: 
Jewel  Cos.,  the  $4  billion  (revenues)  Chi- 
cago-based retailer. 

Putting  on  the  gloves  certainly  isn't 
typical  behavior  for  Pay  Less  NW,  which 
makes  its  home  in  backwoods  Wilson- 
ville,  Ore.  For  years  Pay  Less  NW  has 
been  shying  away  from  big  cities,  prefer- 


Chairman  Edward  R.  Hart  of  Pay  Less  Drug  Stores  Northwest 

For  $SO  million,  a  chance  to  make  1%  plus  1%  equal  50%. 


with  a  seemingly  dubious  prize,  a< 
some  60  barely  profitable  Pay  Less 
forma  stores  to  his  own  90. 

As  if  the  takeover  battle  weren't  i| 
enough,  there  was  more  carnage  ti 
low.  Hart  showed  that  even  a  CEO  \ 
quartered  in  the  Oregon  booniesi 
wield  an  ax  like  a  big-city  manager.  V 
in  60  days  he  fired  205  of  the  227  Pay 
California  office  staff  and  closed  its 
land  headquarters,  thereby  slashing 
million  from  operating  costs.  Hart  h 
stopped  yet.  He  expects  to  cut  $4.2j 
lion  more  by  year-end. 

Why    all    the    fuss — and  whojj 
price — for  a  chain  returning  less  tha 
on  sales  after  taxes?  For  one  thin^ 
plains  the  somewhat  stiff  Hart, 
much  cheaper  to  buy  60  existing  s 
than  build  them.  Also,  look  at  th 
Hart  was  already  operating  in  norl 
California.  By  acquiring  Pay  Less 
fornia,  he  was  able  to  triple  his 
pany's  presence  in  that  market 
stores  about  the  same  size  (29,000  sc 
feet)  carrying  the  same  Pay  Less  nam 
the  door.  Pay  Less  California  store 
small-town  operations  like  Pay  Less) 
which  usually  are  the  jewel  of  the 
shopping  center  in  places  like  Chel 
Wash,  or  Grant's  Pass,  Ore. 

That  may  sound  like  peewee-leajd 
tailing,  but  Pay  Less  NW  makes  su} 
ingly  good  money  among  the  small 
over  3%  on  sales  after  taxes,  better 
most  of  its  big-city  competition.  Op} 
ing  earnings,  growing  at  a  16% 
pounded  rate  over  the  past  decade,  a 
spectacular,  but  they  are  steady- 
like the  company's  management  t 
in  place  since  1972. 

Small-town  retailing  is  no  diff 
from  big-city  retailing:  The  name  o 
game  is  moving  goods.  But  by  open 
in  small  towns  Pay  Less  NW  has  s 
advantages.  Competition  is  less  fi) 
consumers  aren't  as  sophisticated 
the  store  space  costs  less  than  in  p 
like  Seattle  or  San  Francisco. 

Although  Hart  and  Pay  Less  NVI 
rarely  headline  grabbers,  don't  disc 
Ed  Hart's  abilities  as  a  merchant.  Tj 
foot-2  CEO  is  a  man  of  few  words 
even  less  humor,-  but  after  33  years 
Pay  Less  NW,  working  his  way  up 
pharmacist  to  store  manager  to  c 
man,  he  knows  the  business.  Hart 
the  foresight,  for  instance,  to  bui 
500,000-square-foot  warehouse  last 
bigger  than  he  currently  needs.  The 
was  high — $18  million — but  Hart 
has  the  storage  capacity  he  needs  to 
ply  his  newly  acquired  units.  Com 
that  with  competitor  Pay  'n  Save,  w 
must  rely  on  manufacturers  to  put  g 
on  its  shelves. 

Hart's  immediate  problem  is  redu 
debt,  bloated  by  the  Pay  Less  Califci 
takeover.  For  the  first  six  months  o 
current  fiscal  year,  interest  expense  r 
eted  to  $9.3  million,  about  7  times  g; 
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There  are 
few  truly  international 

trade  shows 
in  the  world. 

Most  of  these 
are  held  in  Paris. 

Paris:  the  world's  most  important  center  for  international  trade  shows. 


Aeronautics: 

Agricultural  Machinery: 

Agriculture  -  Foods  •  Wine  •  Fishing: 

Arts,  crafts  •  Jewelry  •  Gifts  ■  Tableware: 

Automobile  equipment: 

Building  (materials  and  equipment): 

Clothing  and  Fashion: 

Clothing  (machines): 

Data  processing,  Office  organization: 

Electronic  components: 

Fur: 

Handling  equipment: 


•  Hardware: 

•  Hotel,  catering  and  retail  trade  equipment: 

•  Household  appliances  •  Furniture  and 
Interior  design: 


13| 
14J 


PROMOSALONS 


•  Industrial  finishing  ■  Surface  treatment: 

•  Innovation: 

•  Leather  (machines  and  goods): 

•  Mechanical  components: 

•  Optics  ■  Optical  equipment  •  Spectacles: 

•  Photography  ■  Cinematography: 

•  Security,  Protection,  Safety: 

•  Sports  (equipment  and  goods): 

•  Stationery: 

•  Sub-contracting: 

•  Tourism  and  Travel: 

•  Toys  and  games: 


Call 

N.Y.— (212)  582-4960 
Chicago— (312)  876-0310 
LA—  (213)629-8111 


or  return  this  coupon  to: 

DALLAS— (214)  745-1385 
WASH  DC— (202)  363-1058 
ATLANTA — (404)  524-8405 


International  Trade  Shows  in  France  -  French  Chamber  of  Commerce 
in  the  United  States  Inc.  -  1350,  Avenue  of  the  Americas  - 
NEW  YORK,  N.Y.  10102  -  Telex:  Frshows  427563 


lease  send  me  more  detailed  information  on  Exhibitions  included  in  these  sections: 
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Hey,  George  Wllig!  He  Ve  got  something  to  top 
the  VtoHdTrade  Center  voa  climbed  in  1977. 


It's  the  Dun  &  Bradstreet  tower  of  facts 
that  helps  business  do  business. 


If  we  stacked  the  93  million  pages  of  business 
reports  issued  by  Dun  &  Bradstreet  in  a  year, 
they  would  form' a  tower  27  times  taller  than  the 
World  Trade  Center. 

The  printed  report  is  still  a  D&B  corner- 
stone after  139  years.  Even  in  this  age  when  we 
march  to  the  beat  of  the  electronic  drummer. 

We  can  now  put  information  in  the  hands  of 
decision-makers  as  quickly  as  our  computers  can 
generate  it.  via  3  developments  by  D&B. 

Duns  Dial  provides  answers  in  seconds 
through  a  toll-free  phone  call.  Duns-Vue  flashes 
requested  data  to  a  desktop  terminal.  DunSPRINT 
relays  hard-copy  reports  via  a  direct- access 
print  terminal. 

Today,  our  main  data  base  is  centralized  in 
D&B's  S70-million  National  Business  Information 
Center.  Detailed  data  on  over  4.5  million  U.S. 


companies  are  stored  on  over  200  disk  drives — 
and  the  data  are  instandy  available  through 
nearly  100  computers,  from  mammoth  to  mini. 

Sure,  we  are  indispensable  to  credit  exec- 
utives as  a  purveyor  of  up-to-date  trade 
experiences.  But  Dun  &  Bradstreet  is  also 
"the  essential  business"  in  helping  companies 
harness  information  toward  other  productive 
ends — adding  product  lines,  expanding  markets 
evaluating  merger  prospects. 

To  reach  new  heights,  you  need  a  good 
foothold.  As  George  Wulig  knows. 

Dun  &  Bradstreet 

a  compam  of 

The  Dun  &"Bradstreet  Corporation 


:han  a  year  ago.  But  only  $100,000  of 
t  additional  expense  resulted  from 
her  rates.  The  rest  stems  from  the  Pay 
s  California  acquisition  and  the  new 
rehouse,  two  assets  which  should  en- 
ice  Pay  Less  NW's  profitability.  For 
v,  however,  interest  costs  are  drain- 
the  company's  earnings,  already 
lewhat  sluggish  in  the  first  half  of 
>  year  in  an  area  burdened  by  a  de- 
ssed  timber  industry, 
.ecently  Pay  Less  NW  escaped  the 
ring  prime  rate  headache,  by  convert- 
most  of  its  debt  to  a  fixed  12%  rate, 
•t  also  has  been  reducing  debt  by  sell- 
off  chunks  of  shopping  centers  the 
ipany  owns — $25  million  worth  so 
this  year.  Real  estate  gains,  which 


provided  28  cents  of  last  year's  $2.82 
earnings  per  share,  will  contribute  about 
twice  that  amount  to  this  year's  project- 
ed $3.50.  Hart  admits  pumping  up  earn- 
ings with  real  estate  sales  is  a  Band-Aid- 
like solution,  but  he  doesn't  expect  to 
rely  on  this  tactic  much  after  1980. 

With  Pay  Less  NW's  fit  of  expansion 
behind,  Hart  is  now  ready  to  revert  to  his 
slow-but-steady  small-town  operating 
style.  He  is  confident  he  can  turn  the  Pay 
Less  California  chain  around.  "Twice  in 
the  past,"  he  notes,  "Pay  Less  NW  ac- 
quired barely  profitable  chains — the 
House  of  Values'  six  stores  in  1969  and 
Value  Giant's  22  stores  in  1976 — and 
turned  them  around.  We  can  do  it  again." 

Wall  Street,  no  longer  off  guard,  is  also 


confident,  boosting  Pay  Less  NW  stock 
10  points  since  the  acquisition  to  its 
recent  25,  for  a  P/E  ratio  of  9.  That's  a 
good  incentive  to  management,  which 
controls  about  19%  of  the  common. 
Hart's  own  holdings,  including  options, 
are  worth  about  $3  million. 

Don't  let  Ed  Hart's  low-key  demeanor 
or  per-share  earnings  pumped  up  by  real 
estate  gains  fool  you.  Beneath  it  all  Pay 
Less  NW  is  a  good  moneymaker.  If  Hart 
can  work  another  turnaround,  say,  rais- 
ing Pay  Less  California's  aftertax  mar- 
gins from  less  than  1%  on  sales  to  only 
2%,  it  should  add  about  50%  to  the  Pay 
Less  NW  net.  That  kind  of  bottom-line 
leverage  looks  equally  good  in  big  cities, 
backwoods  and  on  Wall  Street.  ■ 


afs  Litton  Industries  to  do  with  all  that 
h?  Its  going  to  acquire  companies,  of 
urse,  but  be  careful  what  you  bring  them, 
ey've  been  burned,  y'know. 

The  housecleaning 


By  Nick  Galluccio 


is  over 


What  do  you  do  when  you  are 
sitting  on  a  cool  $1  billion  in 
cash?  And  are  piling  up  $8  mil- 
lion more  a  week?  That's  the  pleasant 
problem  that  Chairman  Charles  B.  Thorn- 
ton and  President  Fred  W.  O'Green  are 
facing  at  Litton  Industries  these  days. 

It's  scarcely  a  pressing  problem  when 
you  can  earn  13%  on  cash  without  tak- 
ing any  significant  risk  at  all.  Still,  the 
$4.2  billion  (revenues)  Litton  is  a  con- 
glomerate, not  a  bank,  and  it  will  eventu- 
ally have  to  put  all  that  money  to  produc- 
tive use.  "We  want  to  be  an  exciting 
company,"  says  O'Green,  59,  a  craggy- 
faced,  silver-haired  former  engineer  who 
joined  Litton  in  1962  after  a  distin- 
guished career  at  Lockheed's  aerospace 
group.  "We've  got  to  get  bigger  and  for 


\n  /?idustries  President  Fred  W.  O'Green 

rnaround  artist?  Decidedly.  But  the  title  of  builder  has  yet  to  be  earned. 
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that  we  need  healthy  acquisitions." 

So,  anybody  got  a  good-size  company 
for  sale?  O'Green  and  Thornton  are 
buying.  But  don't  just  bring  them  any 
company.  The  pair  have  had  a  bellyful  of 
random  conglomeration.  It  has  taken 
more  than  a  decade  to  get  over  it. 

The  term  "turnaround"  is  used  all  too 
loosely  in  business  journalism,  but  Lit- 
ton's  recent  history  richly  deserves  the 
description.  A  little  over  five  years  ago 
the  stock  was  selling  for  $2-and-change 
when  the  book  value  was  $15.  Today  it  is 
earning  at  an  annual  rate  of  $8  and  the 
stock  sells  in  the  60s. 

Today's  Litton  is  a  vast  improvement 
over  the  sickling  O'Green  inherited 
when  he  came  in  as  president  in  1972. 
He  rid  the  company  of  its  corporate  dogs 
and  instituted  tight  operating  controls 
on  its  remaining  6  groups  and  100-odd 
divisions,  while  negotiating  a  costly  set- 
tlement with  the  Navy  over  a  nine-year 
dispute  involving  destroyer  and  helicop- 
ter assault-vessel  construction  contracts. 
Over  the  last  six  years  Litton  has 
charged  $410  million  in  pretax  writeoffs 
from  Navy  contract  settlements  and 
from  overhauling  its  business  equipment 
and  systems  division. 

What  remains  is  a  well-pruned 
conglomerate  encompassing 
businesses — with  a  common 
thread  of  technology — as  diverse  as  air- 
craft and  missile  navigation  and  commu- 
nications systems,  electronic  cash  regis- 
ters, desk-top  calculators,  microwave 
ovens,  machine  tools,  materials-han- 
dling systems  and  seismic  instrumenta- 
tion for  oil  exploration.  The  company  is 
also  in  the  offshore  oil  drilling  platform 
and  railroad  car  construction  fields.  Its 
order  backlog  is  currently  $4.5  billion. 

With  a  cash  flow  of  $450  million, 
O'Green  can  more  than  cover  Litton's 
capital  needs  ($250  million  in  1981)  and 
nourish  new  products  from  existing  busi- 
nesses without  dipping  into  that  bulging 
kitty.  Says  Joseph  T.  Casey,  Litton's 
chief  financial  officer:  "The  houseclean- 
ing  is  over.  Operations  have  been  devel- 
oped and  honed  to  the  point  where  we 
must  look  beyond  internal  growth." 

Specifically,  O'Green  wants  major  ac- 
quisitions in  Litton's  defense  electronics 
and  energy  businesses,  which  are  draw- 
ing most  of  the  company's  $300  million 
research  and  development  budget.  It's 
easy  to  see  why.  The  advanced  electron- 
ics systems  group  accounts  for  just  15% 
of  the  company's  operating  profits,  but 
earns  a  27%  return  on  assets.  Avionic 
systems  that  complement  Litton's  air- 
plane and  missile  inertial  navigation  sys- 
tems is  a  likely  area  for  acquisition.  Iner- 
tial navigation  systems  keep  aircraft 
closer  to  their  flight  routes  over  long 
distances,  save  fuel  and  provide  addition- 
al safety.  Litton  already  is  the  leader  in 
aircraft  inertial  navigation  among  com- 
petitors like  Delco,  Honeywell  and  Sing- 


er in  both  the  military  and  commercial 
markets  and  enjoys  a  60%  share  of  the 
latter.  Litton  is  working  on  the  first 
phases  of  an  expected  $1  billion,  nine- 
year  contract  to  provide  the  inertial  navi- 
gation system  for  the  Cruise  missiles 
built  by  Boeing  and  General  Dynamics. 

Other  defense  areas  where  O'Green  is 
pondering  acquisitions  are  electronic 
countermeasures  and  computerized  bat- 
tlefield controls  to  round  out  Litton's 
existing  businesses  in  passive  detection 
systems  (computerized  listening  devices 
that  locate  radar),  tactical  data  systems 
(high-powered,  hand-held  computerized 
radio  transmitters)  and  digital  weapons. 

In  energy-related  businesses,  where 
Litton  currently  earns  better  than  30%, 
O'Green  would  dearly  love  to  get  his 


r     /  / 


Lit/on  Chairman  Charles  B.  Thornton 
He'd  buy  Teled  if  tie's  Litton  holdings. 

hands  on  a  service  company  similar  to 
Western  Geophysical,  Litton's  world 
leader  in  seismic  oil  and  gas  exploration. 
Western  Geophysical  is  part  of  the  Indus- 
trial Systems  and  Services  group — which 
also  makes  machine  tools  for  the  fast- 
changing  auto  and  aerospace  markets. 
Western  Geophysical  ($350  million  sales) 
has  a  true  treasure  trove — the  largest 
data  bank  of  worldwide  geological  forma- 
tions— as  well  as  land  and  marine  crews 
that  the  oil  companies  hire  for  explora- 
tion. Then  there  is  the  brand-new  Energy 
Controls  Systems  division,  which  makes 
systems  that  minimize  the  amount  of 
electricity  needed  to  run  a  factory  ma- 
chine. Here,  too,  O'Green  would  like  to 
make  acquisitions,  as  he  would  in  air 
traffic  control  systems. 

O'Green  is  making  one  big  dice  roll:  a 
billion-dollar-plus  program  to  build  and 
operate  four  giant  floating  gas-conver- 
sion plants.  These  would  hook  up  to  off- 
shore oil  drilling  platforms  and  process 
into  liquid  methanol  the  methane  gas 
that  now  is  either  being  flared  or  pumped 
back  into  the  ground  from  the  Persian 
Gulf  and  Indonesia  to  the  North  Sea. 

Licensed  to  Litton  by  West  Germany's 


Lurgi,    the   conversion    process  feejP 
methane  gas  flowing  from  the  wellhe 
into  a  barge-mounted  reactor.  Then  it 
mixed  with  steam  and  catalyzed  in 
methyl  alcohol  (methanol).  O'Green  a 
chief  Litton  scientist  Charles  S.  Brid 
are  convinced  that  methanol  increasii) 
ly  will  be  used  as  a  gasoline  substitu 
and  they  hope  to  capitalize  on  this  trei 
Better  than  an  ocean  floor  pipeline,  L 
ton's  barges  will  have  the  flexibility 
move  to  another  location  when  a 
deposit  is  depleted. 

Each  barge,  costing  $350  million  a 
covering  four  acres,  could  convert  2,8 
metric  tons  a  day  of  natural  gas  ii 
methanol.  At  today's  price  of  $4O0i 
metric  ton,  O'Green  guesses  each  of  t 
four  planned  barges  could  generate  oi 
$1  million  a  day  in  revenues.  That  corrj 
out  to  nearly  $1.5  billion  a  year.  Hi 
much  will  seep  to  the  bottom  line 
anyone's  guess,  but  if  the  move  tow; 
methanol  as  a  gasoline  substitute  gath< 
momentum,  Litton's  future  in  the  b 
business  looks  bright  indeed 

Because  Litton  builds  ships  and 
drilling  platforms  in  its  Ingalls  shipy 
it  has  the  expertise  to  build  the  barj 
But  O'Green  won't  merely  build  andi 
them.  Like  most  oil  gamblers,  he  want 
piece  of  the  action.  Right  now  he's  < 
cussing  a  possible  joint  venture  w 
some  major  oil  companies 

Could  this  turn  into  another  cost-on 
run  boondoggle  like  Litton's  disastrfl 
Navy  destroyer  program?  "The  jury 
got  to  be  out  on  a  program  like  this  on  $  - 
concedes  O'Green,  hands  folded  on 
lap.  He  says  it  calmly,  clearly  not  w 
ried.  But  he's  making  no  rash  sta 
ments.  Litton  made  too  many  of  thJ 
back  in  the  Sixties  when  it  was  a  "o 
cept"  darling  of  Wall  Street.  The  I 
now  is:  understatement;  let  the  numb)  SlfeSS 
speak  for  themselves 

With  all  that  cash  in  its  coffers,  ] 
might  think  that  O'Green  and  Chairn 
Thornton  would  be  fearful  of  encouni 
ing  an  unfriendly  corporate  raider.  For 
it.  Litton  alumnus  Henry  E.  SingletO 
Teledyne  owns  27%  of  Litton's  std 
Teledyne  already  has  made  over  Si 
million  on  its  30-month-old  Litton 
vestment.  From  his  Teledyne  headqil 
ters,  a  couple  of  miles  from  Litton's  H 
erly  Hills  office,  Singleton  says:  "We1 
very  happy  with  our  Litton  stock.' 
Singleton  gets  restive  over  his  Lin 
holdings,  Thornton  and  O'Green  will 
ready  buyers. 

Litton  founder  Thornton,  67,  puffs 
a  cigarette  in  his  elegantly  appoin 
oak-paneled  office:  "I  told  Henry  thai 
he  ever  wants  to  sell  that  stock  to  j 
give  me  a  call  and  I'll  buy  it,  and  he  s. 
'Okay.'  "  However,  Singleton  ha;l 
called  back.  Why  should  he?  If  Thomjl 
and  O'Green  handle  all  that  cash  as  aj 
as  they've  handled  Litton's  turnarou| 
the  future  seems  assured. 
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These  days,  knowing  how  to 
irina  home  your  profits  is  just 
sis  important  as  knowing  how 
o  make  them. 


When  you  consider  the  high  cost  of 
edit  nowadays,  the  need  to  repatriate 
3sh  is  obvious. 
What's  less  obvious  is  how  and  when 
do  it. 

Every  day,  international  business  and 
x  planning  gets  a  little  more  complex. 
Which  is  why  we  make  such  a  point 
Deloitte  Haskins  &  Sells  of  having 
50ple  with  the  right  international  experi- 
ice  work  with  our  clients. 

Some  are  stateside— our  U.S.  tax 
30ple,  who  understand  American  mut- 
ationals from  working  with  many  of 
em. 

Equally  useful  are  our  tax  people 
/erseas.  They  know  the  local  tax  and 
|jsiness  practices  as  only  someone 
ally-based  does. 


When  these  professionals  work 
together  on  your  behalf,  the  results  can 
be  impressive  indeed. 

It  may  be  something  as  basic  as 
selecting  the  best  organizational  structure 
to  minimize  taxes  in  a  particular  country. 

Or  maybe  it's  helping  you  take  another 
look  at  your  royalty  arrangements. 
Or  your  use  of  foreign  tax  credits. 

Or  perhaps  it's  working  with  you  to 
reduce  the  high  tax  cost  of  sending  your 
people  overseas. 

If  you're  involved  with  your  company's 
international  financial  planning,  help  like 
this  can  be  mighty  useful. 

The  world  may  be  nnlmftn 
getting  smaller.  But  do-  UBlOiUS 
ing  business  around  it  HaSklOS  SellS 


isn  t  getting  any  easier. 


Beyond  the  bottom  line* 


30  Deloitte  Haskins  &  Sells,  1114  Avenue  of  the  Americas, 
\  York.  N  Y  10036 


Maybe  those  who  ignore  history  are  fated 
forever  to  repeat  it,  but  Bob  Hansberger  insists 
that  repeating  history  can  be  fun. 


The  unrepentant 
synergist 


By  Kathleen  K.  Wiegner 


The  Sixties  linger  on  in  Boise,  Ida- 
ho. Radicals  and  conservatives  are 
still  at  each  other's  throats,  this 
time  about  who  gets  to  use  government- 
owned  land.  At  the  Royal  Crest  Quality 
Inn  near  the  state  capital,  the  disco  plays 
oldies  but  goodies  like  the  Beatles  and 
Elvis  Presley.  And  in  his  offices  on  the 
tenth  floor  of  one  of  Boise's  few  high-rise 
office  buildings,  Robert  V.  Hansberger 


still  sings  his  favorite  song  of  the  1960s: 
the  beauties  of  synergism. 

Bob  Hansberger,  you  will  recall,  was 
one  of  the  Sixties'  whiz  kids,  up  there 
with  the  likes  of  Charles  B.  Thornton 
and  Roy  Ash  (who  was  Hansberger 's 
M.B.A.  classmate  at  Harvard).  Starting  in 
1957  with  two  ailing  lumber  companies, 
Hansberger  turned  them  into  SI  .7  billion 
Boise  Cascade  by  1970.  Growth  was  his 
avowed  goal,  and  he  got  it  by  parlaying 
Boise's  hot  stock  (once  as  high  as  65 


Futura  Cotp.  Chairman  Robert  V.  Hatisberger,  ex-Boise  Cascade 
"Having  just  isnt  as  much  fun  if  you  enjoy  creating  enterprises. 


times  earnings)  and  a  load  of  debt  in 
string  of  acquisitions  that  included 
erything  from  recreational  developq 
to  luxury  cruises.  The  magic  elemei 
work,  as  he  portrayed  it,  was  synerg) 
But  one  wag's  definition  of  synergisi 
that  it  makes  two  plus  two  equal  tlj 
By  1972  Boise  was  near  collapse.  It 
$37  million  in  1 97 1 ;  its  stock  fell 
some  80%;  and  with  its  debt  a  stagge 
$500  million,  the  bankers  closed  in| 
pushed  Hansberger  out. 

Not  surprisingly,  Hansberger's  viej 
history  is  somewhat  different.  "I  left 
se  because  it  was  going  through  a  pe 
of  consolidation  and  I  was  interested 
growth,"  says  Hansberger,  at  60  still 
balding,  portly  figure  of  a  decade 
People  who  worked  for  Hansberge 
Boise  certainly  agree  that  he  was  noil 
man  to  bring  Boise  back  to  basics- 
stead,  he  moved  a  few  blocks  I 
Boise's  headquarters  and  started  grov) 
another  company. 

"In  the  middle  Sixties  I  wanted  tc| 
versify  my  investment,  which  at 
time  was  mostly  in  Boise  stock," 
Hansberger,  recalling  those  good  old  I 
P  E  days.  "So  I  took  that  stock  and 
rowed  against  it  to  acquire  a  com 
unrelated  to  any  of  Boise's  businesaj 
On  leaving  Boise,  he  took  over  mana; 
that  company.  Called  Colotrym,  it  rr 
aluminum  shapes  for  everything  I 
kitchen  counter  trims  to  truck  grills 
addition,  he  had  picked  up  a  mak 
titanium  products  for  industry. 

Hansberger  used  these  companie: 
spin  himself  a  new  concept.  Where 
erything  Boise  did  could  be  related 
trees,  says  Hansberger,  everything 
new  company  did  would  be  tied  to  mi 
technology.  So  largely  through  acqu 
tion  Hansberger  created  a  holding  a 
pany  with  the  open-ended  name  of1 
tura  Corp.  It  includes  a  distnbuto: 
prefabricated  fireplaces  and  woodbt| 
ing  stoves,  a  sign  company,  two  TV 
tions  in  Idaho  and  an  insurance  a 
pany.  Hansberger  also  owns  personi 
some  recreational  guest  ranches  in 
mountains  of  central  Idaho  served! 
their  own  airline  (two  turbo-chai 
Cessnas  operating  as  Mountain  Air). 

This  year  Futura,  estimates  Hi 
berger,  will  have  sales  of  around  S75 1 
lion,  two-thirds  coming  from  five  red 
acquisitions.  The  biggest  is  a  Seal 
based  maker  and  seller  of  accessories! 
stoves  and  refrigerators  for  recreatic 
vehicles  and  mobile  homes  that  Hi 
berger  just  bought.  Next  year  Hansber 
who  with  his  wife  and  two  daugh 
owns  almost  100%  of  the  stock,  plan 
take  all  or  part  of  Futura  public. 

But  wait  a  minute:  What  does  mt 
technology  have  to  do  with  TV  stati) 
and  insurance?  Not  much,  concej 
Hansberger.  But  the  latter  are  onlj 
small  part  of  a  company  that  he  cj 
ceives  of  like  this:  Futura  Titanium  in 
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tONCEIVED  WITHOUT  COMPROMISE  TO  BE  THE  BEST  JAGUAR  EVER  BUILT 


ie  Series  III  surpasses  even  the  high 
iandards  set  by  previous  Jaguars. 
To  begin  with  its  engine,  it  is  our 
nous  4.2  liter,  double  overhead-cam 
ix  with  the  incredible  response  of  a 
mputerized  Bosch/Lucas  electronic 
3l-injection  system.  Coupled  with  a 
Droughly  dependable  electronic  igni- 
jn  and  our  automatic  cold-start  en- 
:hment  fuel-injection  system,  the 
igine  is  uncommonly  reliable. 
But  perhaps  the  ultimate  test  of 
eatness  in  any  luxury  car  is  the  way  it 
Dves.  The  Series  III  steering  is 
100th  and  precise,  thanks  to  a  power 
:k  and  pinion  system.  Fully  indepen- 
'snt  suspension  on  all  four  wheels 
/es  you  a  constant  sense  of  control, 
gardless  of  the  road  surface.  And 


four-wheel  power  disc  brakes  stop  the 
car  with  authority. 

In  refining  the  exterior  styling  of  our 
classic  XJ  sedan,  we  studied  the  car 
long  and  thoughtfully.  Then  we  added  a 
new  sleeker  roofline  that  gives  the  car 
more  glass,  better  visibility  and  more 
headroom  for  rear  passengers.  There 
is  a  new  grille,  new  and  more  subtly 
integrated  bumpers,  a  new  taillight 
grouping  and  other  refinements  of  styl- 
ing throughout  the  car. 

Inside  the  Series  III  you  will  find 
many  luxuries  as  standard  equipment. 
Superb  leathers,  rare  burled  walnut, 
deep  carpeting  and  an  awesome  si- 

JAGUAR 


lence  in  motion  are  all  built  into  the  car. 
And  now  there  is  a  stereophonic  cas- 
sette player  and  four-speaker  AM/FM 
radio  with  signal-seeking  tuner.  There 
is,  too,  a  hidden  antenna  that  can  be 
set  to  rise  automatically  after  the  en- 
gine has  started,  and  to  lower  itself 
when  you  turn  off  the  engine.  Auto- 
matic air  conditioning  and  cruise  con- 
trol are  standard  too,  as  are  radial-ply 
tires  and  power  side-view  mirrors. 

The  Series  III  is  undoubtedly  the 
best  Jaguar  sedan  ever  built.  Come, 
drive  this  uncommon  machine  and  see 
for  yourself.  For  the  name  of  the  dealer 
nearest  you,  call  these  numbers  toll- 
free:  (800)  447-4700  or,  in  Illinois,  (800) 
322-4400. 

□  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  07605 


Digital's 
arc  changing 

world  thinks 


When  we  introduced  the  minicomputer,  over 
20  years  ago,  we  immediately  established  our- 
selves as  industry  pioneers.  For  the  first  time, 
computers  were  taken  out  of  the  computer  room 
and  made  available  to  people  who  were  not  nec- 
essarily computer  experts.  It  was  a  major  change. 
The  first  of  many  we've  made  since  then. 


In  Brisbane,  Australia,  The  Courier-Mail  uses  Digital's 
computers  to  produce  one  of  the  world's  largest  newspaper  classif  ied 
advertising  sections  more  quickly,  accurately,  and  economically 
than  ever  before. 


Over  the  years,  we've  made  computers 
smaller  yet  more  powerful,  less  expensive  yet 
more  reliable,  more  versatile  yet  easier  to  use. 
We've  specialized  in  systems  that  put  information 


exactly  where  it's  needed,  in  the  hands  of  the 
people  who  actually  use  it  in  their  work. 
These  changes  have  allowed  us  to  bring 


In  the  United  States,  Boeing  aerospace  engineers  exchange  data 
instantly,  thanks  to  Digital's  state-of-the-art  computer  networking 
technology. 


computer  technology  to  whole  new  fields, 
changing  them  in  turn. 

Now,  with  over  55,000  people  in  over 
40  countries,  with  over  $2  billion  in  annual  sales, 
we're  one  of  the  world's  biggest,  most  respected 
computer  companies.  And  we'd  like  to  share 
our  experience  with  you. 

We  manufacture  one  of  the  broadest  lines  of 
proven  equipment  in  the  industry,  so  we  can 
offer  you  a  system  that's  as  large  as  you  need,  but 


computers 
the  way  the 


I  no  larger.  When  you  need  more  capacity,  the 
extensive  compatibility  of  our  systems  lets  you 
idd  it  on  gradually  without  sacrificing  your 
Driginal  investment. 

As  for  follow-through  support,  Digital  is 
second  to  none.  We  have  over  14,000  service  peo- 
ple worldwide,  devoted  only  to  maintaining  your 


In  Milan,  Italy,  Digital  brought  computers  right  to  the  floor  of 
J  the  Alfa  Romeo  factory,  to  perform  extensive  dynamic  testing  on 
I  every  engine  produced. 

equipment,  training  your  people,  and  keeping 
your  system  running  smoothly  for  as  long  as 
/ou  use  it. 

So  if  you  want  the  technology,  the  expertise, 
tnd  the  follow-through  capabilities  of  a  leader 
n  the  industry,  talk  to  us. 


In  Switzerland,  millions  of  motorists  can  now  cross  under  the 
Alps  through  the  new  17-km.  St.  Cotthard  Tunnel,  with  their 
safety  ensured  by  a  control  system  using  Digital's  computers. 


Digital  Equipment  Corporation, 

129  Parker  St.,  Maynard,  MA  01754.  In  Europe: 
12  av.  des  Morgines,  1213  Petit-Lancy/Geneva. 
In  Canada:  Digital  Equipment  of  Canada,  Ltd. 

©1980,  Digital  Equipment  Corporation 
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We  change  the  way 
the  world  thinks. 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminejit 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  C  hampagne. Truly, 
le  world's. inosi  civilized  spirit. 
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Investing  in  fine  art  and  other  tangible  assets  such  as 
antiques,  jewelry,  and  rare  books  can  be  a  sound  way  to 
preserve  capital  and  to  achieve  other  financial  goals  as 
weU. 

In  fact,  it  is  a  common  practice  among  wealthy 
people  to  put  10%  of  net  worth,  exclusive  of  real  estate, 
into  tangible  assets. 

To  assure  its  customers  the  same  professional  counsel 
when  investing  in  art  as  they  have  in  all  other  facets  of 
their  financial  lives,  the  Private  Banking  Division  has 
taken  two  innovative  steps: 

1.  PBD  now  has  its  own  resident  art  counselor,  whose 
wide  acquaintance  with  the  art  world  can  provide  you 
with  expert  guidance  when  you  buy  or  sell  art. 

2.  PBD  has  entered  into  an  arrangement  with 
Sotheby  Parke  Bernet  which  makes  the  auction  house's 


WHAT  TO  DO 
WITH 

$1,000,000 


expertise  in  the 
worldwide  art  market 
available  to  the  Private 
Banking  Division. 

For  more 
information,  write  to 
Margaret  Scott,  V.P., 
Private  Banking 
Division,  Box  2450, 
One  Citicorp  Center, 
—  Lexington  Avenue  at 
53  rd  Street,  New 
York,  N.Y.  10043. 

PRIVATE 

BANKING 

DIVISION 

CITIBANK 


C1980  Citibank.  N.A..  member  F.D.I. C. 


Futura  Metal  Technology)  and  Fu 
Home  Products  (old  Colotrym's 
name)  do  indeed  turn  metal  into  sal 
products.  Futura  Energy  Products  dist 
utes  the  fireplaces  and  stoves;  som 
their  buyers  live  in  mobile  homes.  Tl 
where  the  overlap  with  the  outfit 
peddles  stoves  and  refrigerators  to 
bile  homes  comes  in.  What  holds  i 
together  is  experience  in  the  busir 
shared  markets — and  good  old  syne 
"This  will  be  my  best  company  ev 
enthuses  Hansberger.  "We  can  take 
vantage  of  the  synergy." 

If  that  tune  sounds  familiar,  it  shoi 
At  Boise  under  Hansberger,  building 
terials  led  to  home-building  which  lej 
land  development  and  then  to  urban 
velopment  and  recreational  homes  u 
the  whole  structure  crashed.  But  H 
berger  sees  virtues  in  his  history.  "I 
doing  things  here  that  I  think  woi 
well  at  Boise,"  he  argues,  "see! 
growth  markets,  but  related  gro^ 
things  that  rub  against  our  paramete 

In  a  sense,  what  Hansberger  has 
ated  is  another  tiny  Boise  Case 
though  centered  outside  the  fc 
products  business.  Instead  of  lir 
cruises,  there  are  float  trips  down 
Salmon  River  for  guests  at  his  ranc 
For  Boise's  mobile  home  business, 
stitute  mobile  home  accessories, 
was  in  urban  development;  Hansbe 
is  in  a  four-company  joint  venture 
downtown  Boise  redevelopment  pro 
Instead  of  magazines  and  books,  pv 
outdoor  signs  and  TV  stations  and 
them  Futura  Communications.  Ever 
debt  is  there.  After  its  latest  acquisi) 
Futura  will  have  70  cents  of  debl 
every  dollar  of  equity. 

Hansberger  may  have  dropped 
sight  as  far  as  much  of  the  world  j 
but  in  Idaho  he  is  still  solid  estab 
ment.  Besides  Idaho  Power  and 
Joist,  he  also  sits  on  the  board  of  All 
son's  with  [ohn  Fery,  once  his  right-E 
man  and  now  Boise  Cascade's  0 
Hansberger  still  holds  brainstorming 
sions  up  at  his  ranches,  just  as  he  di 
Boise  Cascade's  managers.  His  ramb 
80-year-old  house  on  a  shady  street 
downtown  Boise  is  the  same  onej 
bought  when  he  moved  to  Boise  in  1 
Hansberger  says  he's  having  the  1 
of  his  life.  "I  have  more  fun  mana 
development  and  growth  in  compa 
than  anything  else  in  business,"  he  s 
breaking  into  a  smile.  "Hating  just 
as  much  fun  if  you  enjoy  creating  ei 
prises."  He  is  taking  Futura  public 
cause  he  can  get  more  growth  wi 
public  company — stock  to  acquire  c 
panies  and  better  people  to  pull 
acquisitions  together. 

In  fact,  he  does  not  rule  out  ano 
career  after  Futura.  "When  this  comj 
is  pretty  well  established  and  more 
ture,"  he  says,  "I  may  take  another 
cept  and  start  from  scratch."  ■ 
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Some  say  the  answer 

>  oil  exploration. 
Some  say  the  answer 

>  conservation. 
For  once,  everybody 

i>  right. 

It  is  exploration.  It  is  conservation.  It 
alternate  energy  sources.  And  it's  more 
We've  also  got  to  realize  that  our  eco 
)mic  growth  doesn't  have 
be  linked  with  excessive 
lergy  use.  And  with  waste. 
Without  question,  we 
ustfind  more  oil 


cost  billions.  But  the  money  is  available. 

Even  so,  the  most  forceful  domestic 
program  won't  be  enough  to  meet  the 
comingdemand. 

Nobody  uses  as  much  oil  as  America. 
Oil  provides  half  of  our  energy  needs. 
And  half  of  that  goes  into  transportation. 

Smaller  cars  help.So  do  mileage 
standards.  And  we're  getting  there.  But 
we  still  have  a  long  way  to  go. 

Right  now,  there's  no  economical 


id  we  must  learn  to  use 
oil  we  have  efficiently.  So 
leredowestart? 
Scientists  say  there  are  billions 
barrels  of  oil  still  undiscovered  in  the 
lited  States.  We  have  the  technology 
Ifind  it 

Exploration  and  development  will 


substitute  for  oil 
as  a  transportation  fuel. So  we 
continue  to  use  it.  But  coal,  nuclear 
and  solar  are  just  as  good  for  other 
energy  needs.  And  they  are  much 
more  plentiful. 

Energy  is  the  issue  of  our  time.The 
action  we  take  now  will  decide  our  future. 
At  least  Atlantic  Richfield  thinks  so. 


There  are  no  easy  answers. 


ARCO  <> 


Atlantic  Richfield  Company 


Trading  in  stock  options  is  almost  as  wide- 
spread as  trading  in  stocks — and  it's  quite  a 
bit  more  exciting. 


Stock  options 
come  of  age 


price  (the  strike  price)  on  or  before  a 
fixed  expiration  date.  An  option  to  buy  a 
stock  at  a  fixed  price  is  a  "call"  and  an 
option  to  sell  a  stock  at  a  fixed  price  is  a 
"put."  The  appeal  of  call  and  put  options 
is  that  they  offer  leverage:  They  reflect 
the  movement  of  the  underlying  stock  at 
a  small  fraction  of  the  stock  price. 

What  is  remarkable  about  all  this  op- 
tion volume  is  that  an  organized  stock 
options  market  did  not  exist  until  about 
seven  years  ago,  even  though  investors 
in  the  U.S.  have  traded  stock  options 
over-the-counter  for  well  over  100  years. 


Statistical  Spotlight 


By  Steve  Kichen 


On  Oct.  16,  1980,  for  the  first  time 
in  market  history,  the  total  vol- 
ume of  stock  underlying  the  op- 
tions traded  exceeded  the  volume  of  ac- 
tual shares  traded  on  the  New  York 
Stock  Exchange.  As  the  chart  on  the 
opposite  page  shows,  even  the  average 
daily  volume  of  underlying  common 
shares  on  the  four  options  exchanges  is 
now  approaching  that  of  the  NYSE. 

Each  option  is  an  option  to  buy  or  sell 
100  shares  of  common  stock  at  a  fixed 


Trading  in  options  dates  at  least  a 
back  as  the  tulip  bulb  craze  in  1 
century  Holland.  However,  in  spil 
the  long  history  of  options,  few 
the  Chicago  Board  Options  Exch 
(CBOE)  much  chance  for  success  « 
it  first  began  trading  stock  op| 
on  just  16  common  stocks  in  197, 
fact,  the  fledgling  CBOE  had  to  buj 
space  in  the  Wall  Street  Journal  to 
the  investing  public  abreast  of  tra 
activity. 

Now  the  CBOE  lists  options  on 
common  stocks.  Combined  with 
four  other  options  exchanges  that] 
lowed — the  American,  Philadelphia 
cific  and  Midwest  (merged  intc 
CBOE  in  1980) — options  are  now  a| 
able  in  over  300  stocks.  Naturally,  C 
stocks  selected  for  options  are  wi 
held,  heavily  traded  and  meet  sei 
other  financial  criteria. 

In  July  1977  the  Securities  & 
change  Commission  placed  a  mora 
um  on  expansion  of  options  trai 
fearing  that  its  rapid  growth  migh 
crease  the  volatility  of  the  seem 
market  itself.  Having  been  satisfied  Bus  are 
options  trading  was  not  threatening 
stability  of  the  market  and  that 
exchanges  had  adequate  controls, 
SEC  finally  lifted  its  ban  this  spring,  V. 


'61 


it 

ios  agair 
it  an  ins 


Eight  of  the  world': 


New  York,  U.S.A. 

Managed  b\  Truslhouse  Forte 


The  Grosvenor  House  in  London. 
In  Paris,  The  George  V.  The  Hotel  Des 
Bergues  in  Geneva.  In  Dallas,  The  Plaza 
of  the  Americas  Hotel.  Each  offers 
you  its  own  unique  experience,  in 

comfort,  welcome  and  service,  and 
1  special  understanding  of  the  needs 


of  the  traveling  executive. 

No  wonder.  Behind  each  stand 
superb  reputation  and  tradition  of 
Trusthouse  Forte  Hotels.  And  our 
commitment.  In  Great  Britain  aloi 
we  own  over  200  hotels:  Post  Hou;  - 
citv  centre  hotels  and  country  inn; 


finer  am 
1*  cane 
kt.  throu 
»pe.  and 
ikhode. N 


tal  of  60  new  call  options  and  a 
ler  number  of  put  options  have 
made  available. 

ces  of  seats  on  the  CBOE  have 
led  too.  One  of  the  best  invest- 
s  anyone  could  have  made  in  1973 
to  purchase  a  $10,000  seat  on  the 
E.  Recently  a  CBOE  seat  went  for 
,000— a  1,500%  increase, 
cording  to  John  MacKenzie,  direc- 
)f  marketing  at  Monchik-Weber,  a 
York  systems  consulting  firm  ac- 
involved  in  options  monitoring, 
ige  of  enlightenment  probably  first 
with  Ed  Thorp's  book,  Beat  the 
?t,  and  with  the  work  of  professors 
ler  Black  and- Myron  Scholes  at  the 
;ersity  of  Chicago.  "A  really  signifi- 
intellectual  interest  developed  in 
jetting  game,"  says  MacKenzie.  The 
ter-Scholes  options  investment 
:1  has  become  to  options  traders 
Benjamin  Graham  is  to  many 
traders. 

w  the  institutions  are  making  great- 
i  of  options,  thanks  largely  to  a  July 
regulation  by  the  Department  of 
r  that  permitted  managers  of  funds 
ed  by  ERISA  greater  latitude  in  the 
f  options. 

tions  are  used  by  institutions  to 
'ate  additional  income  and  protect 
jlios  against  downside  risk.  For  ex- 
,  if  an  institution  buys  1,000  shares 
M  at  60  and  the  stock  eventually 


The  explosion  in  options  trading 

In  less  than  ten  years  the  average  daily  volume  of  underlying  common  shares 
traded  through  options  has  come  to  rival  the  average  daily  volume  of  stocks 
traded  on  the  New  York  Stock  Exchange.  At  the  rate  options  trading  has 
expanded,  average  daily  options  volume  will  soon  surpass  the  NYSE. 


Average  daily  volume 


Total  of  options  exchanges 
(thousands  of  contracts  X  100) 


70 


'  To  end  of  September 


73 


75 


76 


78 


'80* 


goes  up  to  70  a  share,  there  is  a  paper 
profit  of  $10,000.  But  if  IBM  drops  to  50, 
there  is  a  $10,000  loss. 

Using  options,  the  institution  could 
buy  the  stock  at  60  and  also  "write"  (or 
sell)  ten  call  options  at,  let's  say,  $5  per 
share,  with  a  strike  price  of  $65  a 
share.  By  writing  the  calls  there  would 
be  an  immediate  income  of  $5  per 
share,  or  $5,000.  If  IBM  jumped  to  70, 
the  holder  of  the  option  would  be  likely 
to  exercise  the  option  and  the  institu- 


tion would  have  to  sell  the  1,000  shares 
of  IBM  at  the  strike  price  of  $65  per 
share,  $5  below  the  market  price.  Since 
it  had  already  received  $5,000  from 
writing  the  option,  it  would  still  realize 
a  profit  of  $10,000.  Of  course,  if  IBM 
really  rockets  upward  to,  say,  90,  the 
institution  would  lose  out  on  this  ac- 
tion. As  long  as  the  option  did  not 
expire,  the  most  the  institution  would 
receive  for  its  IBM  stock  would  be  $65 
per  share. 


nost  exclusive  hotels 


iracter  and  charm. 
We  can  take  care  of  you  very  well, 
|act,  throughout  the  U.K.  and 
ope,  and  at  resorts  and  hotels 
"ldwide.  Next  time  you  travel,  get  a 
[at  name  behind  you. 
And  great  people:  Trusthouse  Forte. 


Call  us  toll-free:  800-223-5672  nationwide, 
800-442-5886  in  New  York  State, 
212-541-4400  in  New  York  City, 
1-800-268-3211  in  Canada.  Or  see 
your  .ravel  agen,.  ^ 


TRUSTHOUSE  FORTE 


HOTEL 
GEORGE  V 

Paris,  France 


HOTEL  DES  BERGUES 

Geneve,  Switzerland 


4IYDC  9fl»cfOa 

London,  England 


WfWr^    ft  A 


CA  •  MALTA  •  MONACO  •  NETHERLANDS  •  PORTUGAL  •  SARDINIA  •  SAUDI  ARABIA  •  SPAIN  •  SRI  LANKA  •  SWITZERLAND  •  TUNISIA  •  U.A.E.  •  U.S.A. 


Options:  positive  leverage 


In  a  bull  market  the  leverage  inherent  in  options  can  provide 
quite  a  kicker.  From  the  most  recent  market  low  on  Mar.  27, 
1980  to  the  latest  high  on  Oct.  16,  the  15  options  listed  below 
appreciated  from  400%   to   1,584% — far  more  than  the 


99%  to  196%  shown  by  the  underlying  stocks.  In  March  tl 
were  the  longest-term,  closest-to-the-striking-price  optiol 
available  on  these  stocks.  The  striking  price,  of  course,  is  ti| 
purchase  price  of  the  stock  if  the  option  is  exercised. 


-Stock- 


Month 


-Option- 


Oct  16  value  of 


Price 

Price 

% 

option  expires 

Price 

Price 

% 

$  1  invested  in 

Company 

Mar  27 

Oct  16 

change 

striking  price 

Mar  27 

Oct  16 

change 

option  stock 

Homestake  Mining 

27"  i6 

82 

196% 

Oct  $30 

3*/l6 

56% 

1,584% 

S16  94S2.96i 

Tandy  Corp 

32% 

83% 

155 

Oct 

35 

3% 

49  % 

1,227 

13.27  2.551 

Mesa  Petroleum 

22"  i6 

54  % 

139 

Oct 

25 

3% 

29% 

815 

9.15  2.391 

ASA  Ltd 

37% 

06 

132 

Nov 

40 

Z  S/ 
078 

471/ 
4  i  v* 

/<+U 

8.40  2.321 

Fluor 

26  5/i6 

60 

128 

Oct! 

30 

2% 

30 

1,043 

11.43  2.28J 

Engelhard  Minerals  &  Chems 

25% 

57% 

127 

Oct 

30 

4% 

28% 

500 

6.00  2.271] 

Coastal  Corp 

18 

39 '/4 

118 

Dec 

20 

3% 

20% 

472 

5.72  2.18J 

National  Semiconductor 

19 

41% 

118 

Nov 

20 

4% 

23 

458 

5.58  2.18 

Houston  Oil  &  Minerals 

19% 

42% 

116 

Oct 

20 

4% 

23% 

400 

5.00  2.16 

Zenith 

8 

16% 

111 

Nov 

10 

l>/i6 

7 

559 

6.59  2.11 

Joy  Manufacturing 

27% 

110 

Nov. 

30 

3% 

28  VS 

660 

7  60  2.10 

Seaboard  Coast  Line' 

26  % 

53% 

104 

Oct 

29% 

4^/16 

24 

476 

5.73  2.04| 

Union  Oil  of  California 

23*16 

47  % 

101 

Oct 

25 

2% 

22% 

790 

8.90  2.0l| 

Avnet 

22 

44 

100 

Nov 

25 

2% 

18% 

782 

8.82  2.00 

Amerada  Hess 

20% 

40% 

99 

Nov 

22% 

2% 

18% 

568 

6.68  1.991 

On  1 1/1/80  merged  with  Chessie  System  into  CSX  Corp 


Source  Dean  Witter  Reynolds,  h 


However,  if  IBM  dropped  to  50,  half 
of  this  S10  drop  would  be  covered  by 
the  S5  per  share  received  from  wnting 
the  option.  And  if  IBM  stayed  right 
around  the  original  60,  the  option 
would  probably  not  be  exercised.  Thus, 
the  institution  would  still  have  the 
S5,000  income  from  writing  the  option, 
dividend  income  from  IBM  and  posses- 
sion of  1,000  shares  of  IBM  to  boot. 
Although  the  option  does  place  a  ceil- 
ing on  the  upside  potential,  in  these 
uncertain  times  many  a  portfolio  man- 
ager is  willing  to  limit  potential  gains 
just  to  cover  possible  losses. 


Many  options  are  finally  exercised,  so 
the  growth  in  options  volume  is  feeding 
growth  in  stock  volume  which  in  turn 
can  trigger  other  options. 

In  the  recent  bull  markets,  the  options 
buyers  have  been  doing  quite  well.  Some 
of  the  gains  have  been  spectacular.  Look 
at  Homestake  Mining.  From  the  market 
low  on  Mar.  27  to  the  market  high  on 
Oct.  16,  the  option  expiring  in  October 
with  a  S30  strike  price  went  from  3  s/i6 
to  56'/s.  That's  a  1,584%  jump,  is  oniy 
196%  for  Homestake  common.  That's 
what  the  positive  leverage  in  options  is 
all  about. 


But  there  is  negative  leverage  as  \n 
which  is  why  most  of  the  real  optjl 
pros  advise  against  putting  too  mucil 
your  funds  in  options.  The  table  ba| 
shows  what  can  happen  when  the 
derlying  common  stock  falls  out  oil 
vor.  A  SI 0,000  investment  in  the  I| 
roughs  October  option  with  a 
strike  price  was  worth  about  S10Q| 
Oct.  26. 

The  record  option  volume  in  Oct«| 
indicates  that  the  public  is  playing  [ 
options  game  with  enthusiasm.  At  11 
until  the  next  major  market  decline,| 
tions  are  where  the  action  is. 


Options:  negative  leverage 


1  > 


From  the  market  low  on  Mar.  27,  1980  to  the  market  high  of 
Oct.  16,  most  stock  options  performed  extremely  well.  Main- 
ly because  of  disappointing  operating  results  and  forecasts, 


the  depreciation  on  the  following  14  options,  from  53% 
99%,  was  much  greater  than  that  of  the  underlying  cornm'l 
stock.  The  nine-month  Coca-Cola  option  was  an  exception 


-Stock- 


-Option- 


Month 

Oct  16  value  of 

Price 

Price 

% 

option  expires 

Price 

Price 

% 

SI  invested  in 

Company 

Mar  27 

Oct  16 

change 

striking  price 

Mar  27 

Oct  16 

change 

option  stock 

Burroughs 

63% 

57  Vi 

-9% 

Oct $70 

5 

1  16 

-99% 

$0.01  S0.91 

Squibb 

28% 

26% 

—5 

Oct  30 

3% 

Vl6 

-98 

0.02  0.95 

Ford  Motor 

28% 

267s 

-A 

Dec.  30 

2% 

i 

-60 

0.40  0.96  . 

Blue  Bell 

30% 

29% 

-3 

Oct  35 

3% 

%6 

-98 

0.02  0.97 

General  Dynamics 

67% 

66% 

-2 

Nov/  70 

10 

2% 

-79 

0.21  0.98 

Greyhound 

14% 

14% 

_1 

Oct  15 

2% 

-97 

0.03  0.99 

McDonnell  Douglas 

36% 

36% 

Nov  40 

6% 

-87 

0.13  1.00 

UAL 

16% 

17% 

3 

Nov  20 

2% 

% 

-83 

0.17  1.03 

Boeing 

365 16 

37% 

3 

Nov  40 

5 '.16 

1% 

-66 

0.35  1.03 

Black  &  Decker  Mfg 

18% 

19% 

5 

Nov  20 

2% 

% 

-76 

0.24  1.05 

American  Tel  &  Tel 

48 

51 

6 

Oct  50 

2 

-53 

0.47  1.06 

Sears,  Roebuck 

15% 

16% 

7 

Dec  20 

% 

% 

-80 

0.20  1.07  I 

Commonwealth  Ed 

17% 

187s 

7 

Nov  20 

% 

-69 

0.31  1.07 

JC  Penney 

207s 

22% 

7 

Nov  25 

1% 

% 

-70 

0.30  1.07 

The  Coca-Cola  Co 

29% 

31% 

8 

Nov  30 

3 

3% 

13 

1.12  1.08 

Source  Dean  Witter  Reynolds,  lit 
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1  better  mileage  rating  than  Andi  500( 

for  1,699  less! 


s  remarkable  how  a  dash  of 
low-how  makes  our  V-6  Bonne- 
le  Brougham  more  efficient 
an  a  car  noted  for  style  and 
ficiency. 


28™  (19 


EPA 

1ST. 
MPG 


By  comparison,  the  current 
)80  Audi  5000  with  optional 
jtomatic  transmission  offers  a 
ghway  estimate  of  25,  and  an 
estimated  mpg"  of  @.  Remenv 
hr  Compare  the  "estimated 
pg"  to  the  "estimated  mpg"  of 
her  cars.  You  may  get  different 
ileage  depending  on  how  fast 
iu  drive,  weather  conditions 
nd  trip  length.  Actual  highway 
ileage  will  probably  be  less 
an  the  estimated  highway  fuel 
:onomy  In  California,  Bonne- 
le's  est.  mpg  is  @,  while  Audi's 
ijstill  only  (ft).  Bonnevilles  are 
luipped  with  GM-built  engines, 
eluding  available  diesel  V-8? 


"INGENIOUS! 
HOW  DOES  PONTIAC 

DOIT?"  ►/ 


produced  by  various  divisions. 
See  ybur  dealer  for  all  the  details, 
and  information  about  GM's  new 
24  month/24,000  mile  Power 
Protection  Plus  limited  warranty. 
BONNEVILLE  IS  PRICED  $1,699 
LESS  THAN  AUDI  5000 
Our  new  Brougham  is  priced  at 
$9,276,  as  shown,  while  the 
current  1980  Audi  5000's  price 
is  $10,975.  Comparison  of 


manufacturers'  suggested  retail 
prices  includes 
standard  engine. 
Taxes,  license, 
destination  |Ul 
charges  and  ( 
available  mj~*  '•*' 

equipment  totheCjallon 
additional. 
Destination  charges 
vary  by  location 
and  affect  comparison. 


Level  of  standard  equipment 
varies. 

MORE  ROOM  FOR  PEOPLE 
AND  PROPERTY 

Based  on  the  EPA  Interior  Volurr 
Index,  Bonneville  gives  you  abui 
dant  room  for  six  and  a  40%  largi 
luggage  area  than  the  five- 
passenger  Audi  5000. 
PLUS  PONTIAC'S  NEW  EFFICIENT 

SYSTEM,  INCLUDING  GM'S 
COMPUTER  COMMAND  CONTROL 
A  computer  adjusts  the  air/fuel 
mixture  in  the  carburetor  to 
changing  conditions.  Easy  roll 
tires  and  automatic  transrnissio 
torque  converter  clutch  help  sa\ 
fuel.  They're  all  part  of  Pontiac'j 
new  Efficiency  System ...  a  systei 
designed  to  give  gasoline- power* 
'81  Pontiacs  improved  fuel  econ 
omy,  plus  the  comfort,  styling 
and  performance  you  deserve. 
•-.  '•/•/    When  it  comes  to  efficiency, 
comfort  and  price,  Bonneville  if 
notably  ahead  of  the  game.  See 
Bonneville  at  your  Pontiac  dealer 
He  probably  has  more  ways  to 
finance  than  a  bank.  r~J 

'Requires  available  air  conditioning    I  UJJI 


'v...  ■ 


lr  A  ^ 


d  we've  learned  from 
our  dependence  on  foreign  oil 


The  1970's  made  it  painfully  clear 
that  an  America  dependent  on 
foreign  oil  is  a  terribly  vulnerable 
America.  Foreign  oil  is  expensive 
and  inflationary.  And  it's  not  get- 
ting any  cheaper.  (Last  year  we 
paid  over  $66  billion  for  it.) 

Our  quest  for  energy  indepen- 
dence in  the  next  decades  will 
determine  just  how  well  we've 
learned  this  lesson.  Yet  even  now. 
predictions  of  industrial  energy 
usage  indicate  heavy  reliance  on 
oil  and  natural  gas  right  through 
the  80  s  and  90's. 

The  time  has  come  to  shift 
away  from  oil  and  use  other  more 
cost-effective  energy  sources.  The 
best  uses  of  our  oil  are  for  petro- 
chemicals, defense,  and  transpor- 
tation when  electric  power  is  not 
a  viable  alternative. 

Westinghouse  presents 
the  bright  side  of  America's 
energy  picture: 
Energ\  Management. 

Everything  we  do  to  conserve 
existing  fuel  supplies  can  help. 
What  can  we  do  now?  We  musti 
divert  more  power  generation j 
from  gas  and  fuel  oil  to  coal  and 
nuclear.  Solar  systems  for  heating, . 
and  proper  sealing  and  insulating 
of  every  building  should  be  em- 
phasized. Tax  credits  are  avaiH 
able  to  encourage  these  improve- 
ments. America  has  reduced  rfe 
energy  consumption  by  15  per-i 
cent  in  the  last  several  years,  but 
we  need  to  do  more. 


Westinghouse  has  cut  its  own 
energy  consumption  by  30  per- 
cent compared  to  1972,  saving 

jj  over  $100  million  in  fuel  costs. 

j  And  it's  an  important  part  of  our 

|  business  to  help  others  do  the 

if  same. 

i  Westinghouse  products  and 
systems  can  help  cut  energy 

i  costs. 
For  industry 

Westinghouse  offers  many  en- 
ergy-saving products  that  contrib- 
ute to  lower  energy  costs  for  its 
'industrial  customers.  Examples 
include  computerized  manufac- 
turing control  systems,  energy- 
i  efficient  motors  and  drive  sys- 
tems, induction  heating  systems 
and  factory  area  lighting.  Even 
(waste  heat  can  be  captured  by  an 
industrial  heat  pump  and  be  re- 
used for  process  or  space-heat 
applications. 

<For  commercial  buildings 

Westinghouse  Moduline™  esca- 
lators in  commercial  buildings 
save  up  to  59  percent  in  energy 


usage  over  conventional  ones. 

Exclusive  Mark  V™  solid-state 
elevator  controls  save  up  to  35 
percent.  Task  lighting,  rather  than 
area  lighting,  can  cut  energy  bills 
by  40  percent.  Even  simple  re- 
placement of  a  standard  40-watt 
fluorescent  with  40-watt  Wes- 
tinghouse Econ-o-watt®  yields  a 
15  percent  energy  savings. 

For  transportation 

Providing  reliable,  comfortable 
and  convenient  public  transpor- 
tation is  an  ongoing  priority  at 
Westinghouse.  In  Western  Europe 
and  Japan,  almost  half  of  all  com- 
muters use  public  transportation. 
Only  a  few  U.S.  cities  now  have 
efficient,  available  systems.  So 
only  a  small  percentage  of  all 
commuter  trips  in  the  U.S.  are 
made  on  public  transportation. 

Westinghouse  People  Moving 
systems  powered  by  electricity 
are  transporting  millions  of  peo- 
ple each  year  at  four  major  air- 
ports, and  we  have  two  more 
systems  now  under  construction. 


And  the  same  technology  is  being 
considered  for  people  movers  in 
downtown  Los  Angeles,  Miami, 
Detroit  and  St.  Paul. 

Successful  Westinghouse  en- 
ergy management  strategies, 
products  and  systems  technology 
can  be  applied  now  in  every 
industry  faced  with  rising  en- 
ergy costs  and  possible  energy 
shortages. 

Tomorrow's  Energy: 
Westinghouse  is  working  on  it. 

Our  energy  future  revolves 
around  a  combination  of  sources. 

With  aggressive  research  and 
development,  technologies  like 
coal  conversion,  solar  generated 
electricity,  fuel  cells,  nuclear  fu- 
sion and  nuclear  breeder  reactors 
will  play  a  major  role  in  meeting 
our  energy  needs  in  the  21st 
century. 

And  most  of  the  power  from 
these  new  energy  sources  will  be 
delivered  as  electricity,  the  most 
flexible  and  reliable  form  of 
usable  energy. 


®  Westinghouse 

A  powerful  part  of  your  life. 


"In  my  dreams  I  see  a  $100  million  company  which  we  will  sell  t 
Xerox  again.  And  well  continue  doing  that  until  they  get  it  right. "  S 
says  a  key  executive  in  reborn  Scientific  Data  Systems. 


Palevsky 
rides  again 


HI 


By  Maurice  Barn  father 


ax  Palevsky  is  back.  The  last 
time  we  saw  Max  was  in  1968, 
when  he  pocketed  $100  million 
after  selling  his  seven-year-old  computer 
outfit,  Scientific  Data  Systems,  to  Xerox 
for  $1  billion.  Now  he  says  he's  going  to 
do  it  again.  He's  even  using  the  old  com- 
pany name,  abandoned  by  Xerox  along 
with  an  $84  million  net  writeoff  seven 
years  later,  when  many  key  people  left 
and  the  market  shifted  abruptly  away 
from  mainframes.  Isn't  the  new  SDS  a 
bit  late  to  catch  the  gravy  train  a  second 
time?  "Oh  no,"  says  Max  with  an  easy 
smile.  "We'll  have  the  best  equipment, 
designed  by  people  who  have  been  over 
the  track  many  times." 

The  phone  rings  in  his  airy,  art- 
adorned  Los  Angeles  office  on  Westwood 


Boulevard.  "Yes,  I'll  be  over  around  one," 
says  Max.  "That's  fine.  Sure,  you  can  get 
me  some  salad.  Oh,  just  some  lemon, 
very  tart,  and  if  you  could,  a  lot  of  natural 
bread." 

Is  this  really  the  legendary,  no-non- 
sense Max  Palevsky  ordering  a  delicate, 
wholesome  lunch  while  draping  himself 
elegantly  across  the  sofa  in  his  plush 
office?  Once  rotund  and  balding,  Max  is 
now  svelte  at  56  and  sports  a  fresh  tou- 
pee of  full  brown  hair.  He  has  that  appar- 
ently permanent  suntan  peculiar  to  the 
very  rich.  In  a  pale  blue,  open-neck 
shirt — sleeve  buttons  nonchalantly  not 
quite  in  the  right  holes — fawn  slacks  and 
tan  loafers,  he  looks  ready  for  a  remake 
of  American  Gigolo. 

He's  been  in  movies,  of  course.  Max 
was  the  producer  of  forgettable  classics 
like  Islands  in  the  Stream,  based  on  the 


Palevsky  clinches  a  deal 

"This  is  not  a  time  of  great  political  thought. 
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posthumously  published  Ernest  Hemi 
way  novel  and  starring  George  C.  So  Build  bus 
and  a  comedy  called  Dick  and  Jane, 
George  Segal  and  Jane  Fonda. 

But  the  movie  business  soured  on  h 
"It's  very  bizarre,"  Max  says.  "It  isn't 
industry  that  controls  its  own  prodi 
The  studios  essentially  pick  from 
products  that  are  offered.  It's  as  if  Gei 
al  Motors  every  year  went  through 
garages  of  Detroit  to  decide  what  i 
year's  model  was  going  to  be." 

The  mere  mention  of  Hollywood  cli 
ly  annoys  him.  He  gesticulates  in 
tiently  with  his  right  hand,  rubs  the 
side  of  his  leg  with  the  left,  leans  b 
and  then  forward  restlessly  on  the  coi 
"Look,  nobody  is  under  contract  in  rr 
ies.  No  one  has  any  power.  Every  tj 
you  start  a  movie  it's  like  reinveni 
the  wheel.  It's  an  industry  where  n 
people  are  unhappy  and  complain 
enormous  amount.  No,  it's  not  the  1< 
of  place  where  I  want  to  spend  my  tin 
But  with  Max  it's  surely  more  than  t 
Heavy  losses,  perhaps?  What  has 
movie  business  done  to  his  fortune? 

Max  Palevsky  says  he  doesn't  ki 
how  rich  he  is,  but  he's  rich  enough  t« 
a  prime  mover  in  building,  over  the  n 
three  years,  a  modern  art  museum 
downtown  Los  Angeles  for  $20  milL 
But  he's  no  longer  the  single  lar, 
Xerox  shareholder.  He  has  sold  a 
which  is  just  as  well.  When  SDS 
taken  over  in  1968,  Xerox  shares  stoa 
91.  Now  they're  62.  But  he  clearly 
not  blown  his  $100  million  on  roi 
flicks. 

So  what  else  makes  Max  run?  Polii 
Politics  of  the  Left.  How  left?  Says  N 
"I  was  involved  with  the  Kennedy  c 
paign."  Max  is  nothing  if  not  a  real 
Hasn't  the  Left  run  out  of  new  id 
Aren't  their  ideas  rooted  in  the  f 
wheeling  Sixties,  with  scant  regard 
the  troubled  Eighties?  "Oh,  yes.  I  tH 
that  this  campaign  shows  that 
clearly,"  he  says.  "Conditions  in 
world  and  this  country  have  changed 
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I  MAKE  THE  PHONE  TOUR 
'OFFICE"  IN  ANOTHER  CITY 


AND  IMPROVE 
YOUR  BOTTOM  LINE. 


Today  you  need  all  the  help  you  can  get  to 
uild  business  and  keep  operating  costs  down, 
nd  that's  exactly  what  Remote  Call  Forwarding 
RCF— does.  It  lets  you  open  up  a  local  office 
ithout  spending  a  cent  on  rent,  furnishings,  or 
ersonnef  And  mat's  a  running  start  on 
nproving  your  bottom  line. 

ow  RCF  Works.  The  Bell  System  assigns  you 
llocal  number  in  another  city  where  you  want  to 

business.  You'll  be  listed  in  both  the  White 
id  Yellow  Pages  directories.  Your  customer 
oks  you  up  in  the  local  phone  book  and  dials 
le  number.  No  waiting.  No  operator  assistance, 
jhat  means  to  your  customer  you're  only  a  local 
ilione  call  away  from  potential  business. 

The  cost  ot  RCF  is,  on  the  average,  $16.00  a 


HERE'S  MORE  HELP 

In  addition  to  RCF,  your 
Bell  business  expert  has  all 
these  other  ways  to  help  you 
manage  your  business  better. 
800  SERVICE.  Find  out  the 
many  ways  the  toll-free  800 


month  (depending  upon  the  state  you're  in,  the  basic 
cost  ranges  from  $10  to  $21.30),  plus  the  low  direct 
dial  rate  for  each  incoming  call.  And  that  call  is 
faster  and  less  expensive  than  a  Long  Distance 
collect  call.  (Ifyou  already  have  an  800  number, 
you  can  hook  RCF  into  it  and  eliminate  the  dial 
rate.)  There's  also  a  one-time  service  charge  for 
the  connection  in  the  distant  city. 

What  RCF  Can  Do.  With  RCF  you  can  test  out 
new  markets,  improve  customer  service,  gain 
customer  loyalty,  and  so  build  business.  Get  in 
touch  with  your  Bell  business  expert.  He'll  tell 
you  the  many  ways  RCF  can  improve  your 
Dottom  line. 

Call  Your  Bell  Business  Expert  Now 

800-821-212J  Ext.  975 

toll-free  anywhere  in  the  contiguous  United  States. 
In  Missouri,  call  800-892-2121,  Ext.  975. 


nb 


number  can  generate  more 
business. 

WATS  Lines.  Learn  the 
most  economical  ways  to  buy 
WATS— by  time,  by  area— 
and  what  it  can  do  for  you . . . 
whatever  size  business 
you're  in. 

Selling  Small  Accounts. 

Instead  of  visiting  distant 


accounts,  sell  by  Long 
Distance. 

Handling  Inquiries.  We 

can  teach  you  how  to  turn 
simple  mail  or  phone  inquir- 
ies into  bona  fide  sales. 

Opening  New  Accounts. 

Today  you  can  actually  tele- 
phone for  new  business  and 
get  it,  provided  you  use  the 
right  techniques. 

Improving  Credit 
Management.  Our  Bell 
experts  will  give  you  a  better 
handle  on  fiscal  control. 


A  BELL  BUSINESS  EXPERT  WILL  HAVE  A 
FRIENDLY  TALK  WITH  YOU.  He  or  she  will  ask 
questions,  like  the  ones  listed  below. 

Q.  What  is  your  product  or  service? 

Q.  How  many  locations  does  your  business  have? 

Q.  Do  you  accept  collect  calls? 

Q.  Are  you  currendy  using  services  other  than  your  local 
lines— such  as  WATS  or  Reverse  Charge? 

Q.  Does  your  business  have  plans  to  meet  specific  business 
objectives,  such  as  increasing  market  coverage 
or  increasing  market  share? 

Q.  How  do  you  currendy  test  or  expand  market  areas? 


(g)  Bell  System 
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Max  Palevsky  of  Scientific  Data  Systems 

"It's  as  if  GM  went  through  Detroit's  garages  to  decide  next  year's  models. 


matically  since  the  time  when  the  Left's 
ideas  were  evolved." 

He's  doing  something  about  that.  "I've 
been  working  for  about  a  year  on  a  new 
political  magazine  that  will  start  publica- 
tion at  the  end  of  the  year,"  he  says.  "But 
it's  not  a  mass-circulation  magazine — 
it's  a  scholarly  journal  that  will  be  called 
Democracy .  A  quarterly  with  120  pages  of 
text  every  issue."  Who's  going  to  read  it? 


"Well,  you  aim  at  the  intellectuals  in  the 
country,"  he  explains.  "The  people 
around  universities,  the  media,  govern- 
ment, foundations.  People  around 
unions. 

"We're  attempting  to  do  what  the 
Right  has  done,"  he  goes  on.  "The  Right 
has  tried  to  capture  many  of  the  institu- 
tions and  notions  that  are  central  to  our 
society,  like  family,  work  and  democra- 


cy. The  Left  has  to  get  back  a  lot 
rhetoric  the  Right  has  usurped." 
going  to  be  difficult.  "This  is  not 
of  brilliant  political  thought." 

On  the  lighter  side  Max  is  also  b; 
WET,  "the  magazine  of  gourmet  b 
and  beyond."  To  help  launch  the 
Max  even  doffed  his  toupee,  dove 
swimming  pool,  pinstripes  and  a  Wiat 
shook  hands  with  the  incoming 
(see  photo,  p.  88 J. 

So  Max  is  turning  back  to  his  firs 
computers.  "I  never  really  lost  inte 
the  field,  I  sort  of  followed  the 
ture,"  he  explains.  He's  also  ke 
hand  in  by  going  on  the  board  ol 
million  (sales)  Intel  (not  to  be  co: 
with  the  unfortunate  Itel). 

But  why  start  up  SDS  again 
you're  already  worth  around  S I  CM 
lion?  Nor  is  SDS  his  only  small  bu 
venture.  He's  raised  $4  million  fi 
private  Silicon  System,  designers  « 
cialized  integrated  circuits,  from 
naries  like  the  Rothschild  Bank  an 
bra  Streisand.  "The  problems  of  si 
and  building  something  interest 
Max  Palevsky  says.  "My  interes 
really  much  more  entreprencuria  ..  . 
they  are  bureaucratic." 

Max,  you  see,  is  a  mathematics 
philosopher.  After  getting  degre 
both  from  the  University  of  Chica 
taught  philosophy  at  the  Univers 
California.  One  of  his  specialities 


THISTHANKSGIVI1 
SERVE  TURKEY 
BEFORE  DINNER 
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Before  your  Thanksgiving  feast,  enjoy 
a  toast  of  "Turkey."  You'll  find 
America's  finest  native  whiskey  dressed 
for  the  holidays  in  a  quietly  elegant  gift 
carton.  Whether  you  choose  your 
Wild  Turkey1  at  101-Proof ,  or  86.8- 
Proof,  it's  the  whiskey  truly  beyond 
duplication. 


bpgic.  That  led  him  to  computer  logic. 
1  an  interesting  game,"  says  Max. 
fji  strategy  of  what  we  will  do  with 
t:omputers  we  are  developing,  how 
H/ill  market  them." 
Marketing  was  always  Max'  strong 
tot.  But  now  he's  gone  back  to  school. 
Masses  at  the  electro-engineering  de- 
■nent  at  UCLA,  to  be  precise.  "I  nev- 
ji  ally  understood  the  technology  of 
I,  conductors,"  he  says.  "Since  I  think 
lis  going  to  end  up  being  a  very  large 

■  Dany,  I  thought  I  ought  to  know 
I:  the  words  mean." 

|>S  has  raised  $2  million  so  far.  But 
|:'s  more,  much  more,  where  this 
t  slice  of  capital  came  from.  Apart 
i!  Max,  SDS  shareholders  include 
p:  of  the  backers  of  his  first  company, 
I  older,  wiser  and  considerably  richer 

■  Lselves:  Arthur  J.  Rock  for  one; 
Mz  Sarofim,  the  Houston  money  man 
C3ES, June  9),  for  another. 

l  eir  aim  is  to  turn  $2  million  (sales) 
Idnto  a  $100  million  (sales)  company 
we  years.  If  Max'  skill  is  marketing, 
1  his  technical  ability  presently  limit- 
|'  knowing  where  to  plug  in,  who  is 
ining  and  building  the  new  SDS  ma- 
l;s?  You  guessed  it:  the  same  wizards 
(|built  the  first  SDS  computers, 
k  Mitchell  is  the  main  man.  He  was 
s  40s  when  he  left  SDS,  just  before 
bought  it.  The  purchase  allowed 
to  retire  with  well  over  $1  million 


(worth  more  in  1968)  to  learn  tennis  and 
take  flying  lessons.  But  he  kept  a  com- 
puter in  his  den.  He  couldn't  resist  ex- 
perimenting with  new  computer  tech- 
nology. From  time  to  time  he  called  in  a 
brilliant  former  SDS  trainee,  Bill  Sched- 
ing,  now  35,  to  write  programs  for  his 
computer.  When  they  had  finished,  they 
felt  they  had  a  winner  on  their  hands. 
Could  it  be  that,  by  accident,  they  were 
back  in  the  computer  business? 


"The  movie  business  is  very 
bizarre.  Nobody  is  under  con- 
tract  in  movies.  Every  time 
you  start  a  movie  it's  like  rein- 
venting the  wheel.  It's  an  in- 
dustry where  most  people  are 
unhappy  and  complain  an 
enormous  amount." 


Max  was  informed  and  he  informed 
Rock  and  the  others.  SDS  was  back  in 
business.  Simple?  Not  really.  There  is  a 
lot  of  competition  around  for  computer 
systems  in  the  $12,000-to-$30,000  range. 
Formidable  competitors  like  Wang, 
Quantel  and  DEC.  But  Mitchell,  now  56, 
claims  his  machines  are  far  easier  to 
operate  and  maintain.  Says  he:  "You  just 
pull  our  machines  out  of  the  box,  put  it 
on  the  desk  and  plug  in.  Put  in  a  diskette 
and  you're  away  and  running.  When  a 


part  needs  replacing?  Lift  out,  like  lifting 
out  a  cassette,  and  drop  in  a  replace- 
ment." Capacity?  Far  superior  to  the 
competition,  he  says.  "Their  better  word 
processors  might  handle  150  pages  of  a 
document.  We  have  one  diskette  that 
takes  400  pages.  In  terms  of  storage 
we're  far  and  away  better  than  anyone  I 
know,"  he  says. 

How  about  Apple  Computer  and  Radio 
Shack?  Says  Mitchell:  "Well,  people  like 
Radio  Shack  and  Apple  started  building 
hobby  computers — toys,  basically.  And 
then  they'd  say,  this  is  a  small  business 
system,  and  of  course,  it  isn't.  It  takes 
the  most  expensive  Apple  computer  to 
run  the  smallest  business." 

Mitchell's  moustache  is  now  bristling. 
"It's  a  matter  of  marketing." 

Scheding  is  scathing,  too:  "A  perfect 
program  for  an  Apple  or  Radio  Shack 
computer  is  to  balance  your  checkbook." 
Then  why  are  sales  booming?  "A  lot  of 
people  are  buying  those  computers  just 
the  same  as  they  would  buy  a  set  of  skis 
or  a  camera,  just  the  same.  It's  a  current 
fad,"  claims  Scheding. 

Okay.  Suppose  SDS  does  make  the 
$100  million  sales  class?  Will  Palevsky, 
Mitchell  and  the  rest  sell  out  again?  "It's 
possible,"  says  Palevsky  with  a  sly  grin. 
Says  Mitchell:  "In  my  dreams  I  see  a 
$  1 00  million  company  which  we  will  sell 
to  Xerox  again.  And  we'll  continue  doing 
that  until  they  get  it  right!"  ■ 


ID  AFTER  DINNER 
'  TOO. 


iettle  back  with  Wild  Turkey*  Liqueur.  \ 

5oura  little,  savor  slowly.  It's  the 
'Sippin'  Sweet  Cream"  of  liqueurs.  And 
'ery  fitting  on  this  very  American  holiday. 
Of  all  the  classic  liqueurs  in  the  world, 
inly  one  is  made  in  America- 
Vi Id  Turkey  Liqueur.  Elegantly  gift 
)ackaged.  80  Proof. 


<§>  1979  AUSTIN.  NICHOLS  DISTILLING  CO  .  LAWRENCE8URG,  KENTUCKY 


Industry  leader 
boosts  job  economy 

TOUGH  FORDS 

ADD  FUEL-EFFICIENT 

S.2LT0  DIESEL  CHOICES 
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Almost  twice  the  fuel 
economy  of  gas  engines  in 
comparable  applications. 
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truck  of  the  80  s.  It's  built  tough  Plus  the  same  basic 

with  high-strength  steel  frame  construction  as  the  biggest 

options,  rust-free  fenders  and  L-Line  trucks  for  toughness 
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-    Only  Ford  Offers  All  Three 

Conventional,  Tilt  Hood  and 
Low  Tilt  Cab ...  all  with  diesel 
power  or  Ford's  modern  Lima 
gas  engines.  They've  been 
America's  best-selling  Medium/ 
Heavies  for  22  straight  years!  * 


\?d  by  his  uncles  from  one  family  business, 
itspoken  Langdon  Hockmeyer  went  to  work 
I  his  father  at  Vertipile  and  quietly  turned  a 
\fs  ear  into  a  silk  purse. 


The  boss1  son 


By  Stanley  Ginsberg 

hen  people  talk  about  Lang- 
don  Hockmeyer   tending  his 
flock,  they  are  not  referring  to 
or  cattle  but  to  those  minute  bits 
ored  fiber  you  see  sticking  to  greet- 
rds,  eye-shattering  wallpapers  and 
raps.  It  is  literally  the  bottom  rung 
rag  trade — a  business  that  started 
aps  from  the  cutting-room  floor, 
talk  about  rags  to  riches:  Last  year, 
million  (sales)  Vertipile  Inc.,  of 
59-year-old  Hockmeyer  is  chair- 
president  and  CEO,  netted  an  im- 
ve  32.6%  return  on  equity — and 
with  long-term  debt  down  from 
to  only  13%  of  total  capital.  He 
even  point  to  an  earnings  growth 
f  116%  over  the  last  five  years  if 
on't  mind  letting  him  start  from  a 
ssed  base. 

tipile  is  one  of  the  two  or  three 
t  flock  manufacturers  and  coaters 
U.S.  Its  products,  either  loose  flock 
lished  material,  are  sold  to  the  ap- 
furniture  and  automotive  indus- 
"Flock  has  always  been  an  imita- 
something  else — velvet,  velveteen 
de,"  Hockmeyer  explains  in  a  soft, 
nodulated  voice  that  is  radically  at 
with  his  rugged  appearance.  "To- 
we're  in  a  position  where  flocked 
es  can  compete  on  their  own  mer- 
ou  only  have  to  look  at  the  popu- 
of  Ultrasuede  to  know  what  he's 
g  about. 

h  the  exception  of  a  loose  flock 
facturing  plant  in  Claremont,  N.H., 
)ile's  entire  operation  is  housed  in  a 
O-square-foot  facility  in  Leomin- 
vlass.,  a  bucolic  New  England  town, 
jusiness  is  messy  and  uncompli- 
but  highly  sensitive  to  human  and 
anical  frailty.  "Look  here,"  says 
eyer  as  he  points  out  one  of  his 
lg  machines.  Each  machine  is  fed 
bales  of  nylon  and  rayon  filaments 
than  a  spider's  web.  "We  have  to 
3  tolerances  of  thousandths  of  an 


Vertipi/e's  Langdon  Hockmeyer 

"My  uncle  said  I  was  a  troublemaker." 

inch.  If  we're  coating  at  a  pile  length  of 
30  thousandths,  our  acceptable  range 
may  be  between  28  and  32." 

Upstairs  are  the  dyeing  vats — the 
smallest  150  gallons  and  the  largest  20 
times  that.  Giant  beater  blades  form 
whirlpools  in  the  viscous  scarlet  slurry. 
Along  the  way,  Hockmeyer  greets  em- 
ployees by  name.  "Hi,  Sam,"  he  says. 
"How's  your  daughter?"  A  quick  smile. 
"Fine,  Langdon.  Thanks." 

The  slurry  is  piped  into  giant  extrac- 
tors in  the  drying  area,  then  dumped  into 
plastic  barrels  and  quickly  covered. 
"This  stuff  has  to  be  kept  separated," 
Hockmeyer  explains.  "All  we  need  is  for 
color  contamination  to  happen  and  we 
could  lose  a  whole  batch." 

Nearby  is  a  warehousing  area  piled 
floor-to-ceiling  with  huge  rolls  of  backing 
materials — the  "substrate" — mostly  syn- 
thetic textiles,  with  some  plastics  and 
papers  as  well.  Just  beyond  are  the  coat- 
ing ranges — 200-foot-long  machines  that 
automatically  put  down  a  layer  of  adhe- 
sive, pass  the  substrate  through  a  glass- 


The  Up-And-Comers 


sided  coating  chamber  in  which  the  elec- 
trostatically charged  flock  particles  are 
made  to  stand  end-up  on  the  substrate, 
and  then  into  a  giant  oven  in  which  the 
finished  product  cures  at  temperatures  of 
up  to  1,200  degrees.  Later,  it  is  refinished 
and  "marked"  in  Brobdingnagian  ma- 
chines. "If  we  didn't  break  the  fabric," 
Hockmeyer  explains,  fingering  a  piece  of 
cloth  destined  for  the  apparel  market,  "it 
would  show  every  time  anyone  touched 
or  rubbed  it.  This  way,  we  premark  it. 
The  pile  is  already  disturbed  and  won't 
show  handling." 

Langdon  Hockmeyer  came  late  to  his 
father's  business.  "After  I  got  out  of  the 
service  in  1945,"  he  recalls,  sipping  a  cup 
of  coffee,  "I  went  to  work  for  my  uncles, 
who  manufactured  corduroy  under  the 
name  Hockmeyer  Brothers.  I  worked  for 
them  as  a  kid,  and  it  was  a  business  I 
knew  well.  I  worked  in  the  New  York 
sales  office  until  my  uncle  gave  me  the 
gate  in  1956." 

Fired?  From  a  family  business?  "It 
wasn't  easy!"  Hockmeyer  laughs,  "but  I 
managed.  The  business  was  coming  un- 
der a  lot  of  competitive  pressure,  and  I 
had  my  own  ideas  about  how  to  run 
Hockmeyer  Brothers.  My  uncle  told  me  I 
was  a  troublemaker  and  that  was  that." 

So  Hockmeyer,  then  35,  typed  up  his 
resume  and  lined  up  a  job  at  a  Massachu- 
setts company.  But  going  outside  his 
family  was  not  in  the  cards.  "Just  before  I 
was  supposed  to  start,  the  owner  took 
me  out  to  lunch.  'Look,'  he  said,  'I  know 
your  father  and  his  business.  You  really 
have  a  better  future  there.'  "  Langdon 
Hockmeyer  took  the  advice,  even 
though  his  instincts  told  him  to  test 
himself  against  the  outside  world. 

His  father,  Clive  Hockmeyer  Sr.,  had 
swapped  his  interest  in  Hockmeyer 
Brothers  in  1947  for  his  brothers'  inter- 
est in  Vertipile,  which  they  had  founded 
together  in  1939,  using  coating  technolo- 
gy licensed  from  Crompton  Co.  The 
product  was  primitive:  Early  adhesives 
and  mechanical  coating  processes  pro- 
duced a  stiff,  nondry-cleanable  fabric  use- 
ful for  making  imitation  velvet  wallpaper 
and  not  much  else.  What  saved  Vertipile 
was  leather  rationing  during  World  War 
II,  which  created  a  ready  market  for  non- 
rationed  women's  shoe  materials.  Says 
Hockmeyer:  "It  was  just  like  the  early 
Fords.  You  could  have  any  color  you 
wanted — as  long  as  it  was  black." 

After  the  war,  Vertipile's  only  real 
competition  came  from  a  division  of  the 
Norton  Co.  that  had  developed  an  early 
electrostatic  coating  process — which 
was  totally  impractical.  "They  came  to 
my  father  and  offered  him  their  flock 
business.  At  first  he  turned  them  down, 
until  they  made  him  an  offer  he  couldn't 
refuse — they  were  that  eager  to  get  out." 
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Report  from  GTE. 


More  ligh 


The  whole  country's  over  an  energy  barrel, 
right? 

Not  completely. 

Take  lighting.  GTE  offers  more  ways  to 
save  lighting  energy  than  anyone  else. 

The  savings  can  begin  as  quickly  as 
changing  a  bulb. 

What  the  watts  are  worth... 

For  almost  every  lamp,  there's  a  Sylvania 
type  that  uses  less  energy. 

Replacing  a  400-watt  mercury  lamp  with  a 
360-watt  Sylvania  Unalux™  lamp,  you'll  get 
85%  more  light  while  you  save  40  watts. 

The  World  Trade  Center  replaced  just  a 
third  of  their  standard  fluorescent  lamps 
with  Sylvania  SuperSaver™  fluorescents,  and 
saved  7  watts  per  socket. 

Maybe  this  doesn't  sound  like  much. 
But  it  mounts  up. 

In  fact,  the  World  Trade  Center  saved 
$240,000  the  first  year. 

Others  use  our  Thrift/Mate™  fluorescent 
lamps  to  reduce  energy  consumption  as  much 
as  50%,  with  corresponding  reduction 
light  level. 


Saving  by  design. 

Designing  new  lighting  systems  can  lead  tc 
even  greater  savings.  You  can  utilize  the  ex- 
traordinary efficiencies  of  such  lamps  as  our  j 
modern  high-intensity-discharge  types.  M 

For  example,  a  1000-watt  Sylvania  M 
Super  Metalarc  lamp  produces  almost  M 
twice  the  light  of  a  conventional  1000-  m 
watt  mercury  lamp.  Think  how  much  m 
less  an  installation  needing  only  half  ■ 
the  lights  would  cost.  Furthermore, 
the  Super  Metalarc™  light  is  very 
natural  looking,  so  it  can  be  used 
where  color  is  important,  as  in 
supermarkets  and  clothing  stores. 

We're  telecommunications, 
and  then  some. 

Leadership.  It's  the  position  we  like 
to  aim  for  wherever  we  do  business,  # 
whether  it's  for  the  27,000,000  people 
we  serve  as  the  phone  company  or 
the  many  millions  more  who  buy         J,  / 
our  Sylvania  brand  flashbulbs  f  ^  , 
or  electrical  equipment. 

GTE  is  telecommuni-  y3k*  * 

cations.  And  a  great  JsCjkm" 
deal  more. 
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Die  Up-And-Comers 

Although  Norton's  electrostatic  process 
did  not  work  out,  the  extra  capacity 
came  in  handy  in  the  Fifties,  when  im- 
proved materials  and  adhesives  enabled 
Vertipile  to  introduce  washable  and  dry- 
cleanable  flocked  fabrics. 

While  Clive's  number-two  son  served 
under  his  father  in  Lowell,  Mass.,  Lang- 
don  stayed  in  New  York  to  set  up  a  sales 
office,  much  as  he  had  done  for  his  un- 
cle's corduroy  business.  "I  got  to  know 
the  market — what  our  customers  want- 
ed, our  strengths  and  weaknesses  versus 
competing  flock  coaters  and  competing 
fabrics." 

In  1970  Langdon  and  his  younger 
brother  were  able  to  buy  out  their  older 
brother's  share  of  the  business.  "When  I 
came  back  to  Lowell,"  he  remembers, 
"Vertipile,  small  as  it  was,  had  the  repu- 
tation of  being  an  arrogant  company.  My 
older  brother  was  basically  a  manufactur- 
ing man,  and  the  company  was  not  as 
sensitive  a.s  it  could  have  been  to  the 
needs  of  our  customers." 

This  bad  the  makings  of  a  decisive 
blund'  the  mid-Sixties  flocked  and 
expanded  vj  nyl  had  achieved  great  popu- 
larity as  a  dry-cleanable  mock-suede  out- 
erwear fabric.  The  crushed-velvet  look 
had  also  begun  to  appear  in  the  uphol- 
stery and  home  furnishings  markets.  In 
addition,  piece-dyeing  technology  had 
been  perfected.  No  longer  did  flock 
coaters  need  to  predye  the  fibers,  a  prac- 
tice that  had  necessitated  minimum  lot 
sizes  of  5,000  yards  and  time-consuming 
cleanups  between  color  runs.  Piece-dying 
permitted  continuous  runs  that  could  be 
colored  to  order  in  whatever  quantity 
desired.  Had  Langdon  not  taken  over 
from  his  brother  when  he  did,  Vertipile 
might  have  missed  the  whole  revolution 
in  the  industry.  "Flock  manufacturers 
made  money  hand  over  fist,"  Hock- 
meyer  recalls.  "Anyone  with  a  barn  and  a 
flocking  range  could  make  enormous 
profits."  Between  1968  and  1973  Verti- 
pile's  sales  more  than  doubled,  to  $11.2 
million.  But  the  boom  carried  the  seeds 
of  its  own  destruction.  "It  was  such  a 
profitable  business,"  says  Hockmeyer, 
"that  a  lot  of  bad  product  came  onto  the 
market."  In  1974  sales  plummeted  to 
$8.6  million  and  Vertipile  plunged  into 
the  red. 

Langdon  had  some  hard  decisions  to 
make.  "I  aged  overnight  just  wondering 
whether  I'd  made  all  the  right  decisions 
in  the  past,"  he  recalls.  "You  really  can't 
blame  it  on  anyone  else — you  can't  ra- 
tionalize it  by  saying  that  it  was  the  fault 
of  the  market  or  the  competition  or  the 
consumer.  There's  no  satisfaction  in  the 
fact  that  others  were  suffering  too.  It 
became  a  challenge  to  live  through  and 
survive  and  come  out  stronger  than  any- 
body else." 


The  discipline  that  had  begun  to 
emerge  when  Hockmeyer  took  Vertipile 
public  three  years  earlier  became  even 
more  crucial  as  the  company's  very  sur- 
vival came  into  question.  During  the 
bleakest  days  of  1974  he  relied  more  than 
ever  on  the  expertise  of  people  both  in- 
side and  outside  the  company.  "We  were 
forced  into  some  serious  planning,"  he 
recalls.  "There  were  three  contingency 
plans — retrenchment  positions,  actually. 
We  put  the  first  one  into  effect  in  Octo- 
ber, the  second  in  November.  Thank 
God  we  didn't  have  to  use  the  third, 
which  would  have  cut  us  to  the  bare 
bone."  As  it  was,  there  were  deep  cuts 
into  the  work  force,  and  a  virtual  elimi- 
nation of  Hockmeyer's  treasured  R&D 
department. 

But  there  were  benefits.  "We  were  des- 
perately in  need  of  consolidation,"  says 
Hockmeyer.  "At  the  time  we  had  two 
locations — Lowell  and,  since  1971,  Leo- 
minster. So  we  were  running  double 
staff,  double  overhead,  double  problems. 


"I  aged  overnight  wondering 
iJVd  made  the  right  decisions. 
You  cant  rationalize  disaster 
by  blaming  the  market  or  the 
competition  or  the  consumers. 
It  became  a  challenge  to  live 
through  and  come  out  stron- 
ger than  anyone  else." 


The  collapse  of  the  business  gave  us  the 
incentive  to  move  our  whole  operation 
to  Leominster  and  concentrate  on  up- 
grading our  level  of  efficiency."  The  un- 
avoidable deficit  made  it  easier  to  take 
the  additional  writeoffs  required  to 
switch  to  the  equally  unavoidable  LIFO 
accounting. 

By  1977  Vertipile  came  out  whole — 
and  chastened.  "It  took  its  toll,"  Hock- 
meyer admits.  One  of  the  most  deeply 
felt  casualties  was  his  younger  brother, 
Eastham,  who  succumbed  to  the  enor- 
mous pressure  and  sold  his  share  of  the 
business. 

The  industry  began  its  recovery  in 
1977  with  the  introduction  of  printable 
upholstery  fabrics.  "There  was  huge  ex- 
cess capacity,  which  this  new  business 
helped  to  fill.  In  addition,  apparel  manu- 
facturers were  slowly  coming  back  to 
flock  textiles,  after  we  showed  them  that 
our  goods  could  withstand  repeated  dry 
cleanings  and  washings."  Vertipile's 
sales  for  that  year  reached  $10.4  million, 
while  earnings  came  to  26  cents  a 
share — their  highest  point  since  1971  's 
record  58  cents.  Last  year  was  by  far  the 
best  in  the  company's  history,  with  sales 
of  $21.9  million  and  earnings  a  stagger- 
ing $1.44  a  share.  "It  was  absolutely  in- 
credible," says  Hockmeyer.  "Everything 
fell  right  into  place.  We  had  a  tremen- 
dous increase  in  volume  on  products  that 


we  could  run  continuously.  Our  lo< 
flock  sales  went  through  the  roof.  \ 
maximized  everything."  Wisely,  Ho< 
meyer  seized  the  opportunity  to  cut  ba 
the  company's  over-prime,  long-tei 
debt  by  more  than  50%. 

Can  it  last?  Not  this  year.  The  reo 
sion  has  slowed  home  furnishings  sal 
while  the  development  by  a  key  custoi 
er  of  its  own  flock-cutting  operation  w 
inevitably  put  a  crimp  into  loose  flo 
sales.  Although  first-half  sales  showec 
negligible  decline  to  $10.7  million  frcj 
last  year's  $10.9  million,  skyrockets 
costs  held  earnings  to  a  disappointing 
cents  a  sharers,  last  year's  84  cents.  Stj 
Hockmeyer  is  optimistic.  "We  have 
substantial  backlog  on  orders  that  shot! 
bring  us  close  to  $1  a  share  for  the  who 
year,"  he  says. 

What  are  the  areas  of  greatest  opporl 
nity?  "Certainly  in  the  home  furnishin 
market,  where  pile  fabrics  are  likely 
account  for  40%  to  50%  of  total  uphi 
stery  fabric  sales,"  Hockmeyer  repli 
"There  is  also  tremendous  potential 
the  apparel  market.  For  the  first  i 
months  of  this  year  sales  to  apparel  mi 
ufacturers  are  up  55%  over  last  year."1 

One  huge  market  that  Hockmeyer 
deliberately  steered  clear  of  is  au 
mobile  upholstery.  The  temptation 
enormous  but  so,  he  feels,  are  the  risj 
Ask  him  about  it  and  he  pauses  and  tal| 
a  deep  breath.  "I'm  not  very  positj 
about  it.  Over  the  years  I've  felt  that  { 
just  not  our  strong  suit.  We  don't  ha 
the  styling,  we  don't  have  the  marketu 
we  don't  have  the  clout  or  sales  repi 
sentation  in  Detroit." 

Part  of  Langdon  Hockmeyer  woJ 
like  to  quit  while  he's  ahead.  After  a 
his  children  are  not  interested  in  takj 
over  the  business  their  father  has  a  3j 
stake  in.  And  two  of  Vertipile's  key  j 
ecutives  are  within  six  years  of  retu 
ment.  But  Hockmeyer  knows  he'd  bj 
fool  to  sell  out  now  when  Vertipile  sha| 
trade  around  4'/2 — just  3  times  earniD 
and  only  a  shade  over  book  value. 

"I  think  our  biggest  challenge  nj 
now  is  to  achieve  planned  growth," 
says  quietly.  "That  means  bringing 
the  next  generation  of  managers  a 
consolidating  our  earnings  base  so  tl 
1974  doesn't  happen  again.  We  have 
replace  art  with  science  so  that  if  the  c 
man  goes  he  doesn't  take  the  whole  bu 
ness  with  him." 

But  Langdon  Hockmeyer  has  no  woi 
of  wisdom  for  would-be  entrepreneu 
"I've  never  felt  that  I'm  an  entreprene 
like  my  father  was,"  he  says.  "He  h 
the  initiative  and  adventurous  spirit  y 
need  to  go  out  and  start  a  new  busine 
I've  just  taken  something  that  was 
ready  started  and  tried  to  move  it  f 
ward,  and  to  impose  some  kind  of  dia 
pline  on  decision-making." 

Clive  Hockmeyer  could  hardly  hs 
asked  for  more.  ■ 


96 


FORBES,  NOVEMBER  24,  1 


Give  her  a  food  processor. 

Or  give  her  a  present. 


Nothing  feels  like  giving  real  gold. 


Ask  tor  it  by  name. 
Karat  Gold  jewelry. 
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rtemrises  Limited 


And  we're  newly  listed  on  the  New  York  Stock 
Exchange  as  CanPEnt. 

One  of  us  is  a  major  Canadian  producer  of  oil 
and  gas. 

Another  is  an  innovator  in  the  North  American 
steel  industry. 

Yet  another  is  a  world-scale  mining  company. 

All  together  our  interests  range  from  oil  and 
gas  to  mines  and  minerals,  forest  products,  iron 
and  steel,  real  estate,  agriproducts,  hotels  and  food 
services.  With  assets  of  over  $7  billion  and  net 
earnings  of  more  than  $420  million  last  year?  In  the 
past  five  years,  we  have  nearly  doubled  our  assets 
and  almost  tripled  our  net  earnings. 

We  are  a  group  of  individual  entities  banded 
together  for  mutual  progress.  A  concept  we  feel 
is  nicely  expressed  in  our  new  corporate  symbol, 
a  flight  of  Canada  Geese  in  familiar  vee  formation. 

For  more  information  and  a  descriptive  folder 
write: 

G.S.  MacLean 
General  Manager,  Administration  & 
Corporate  Secretary 
Suite  1900,  Place  du  Canada 
Montreal,  Quebec  H3B  2N2 

Managing  ideas, 
energy, 
initiative, 


industry. 
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The  Up-And-Comers 


\ve  seen  so  many  entrepreneurs  with  great 
fas  go  broke,"  says  Trus  Joist's  Arthur 
Dutner  'You've  got  to  have  marketing  tal- 
\. "  That  plus  a  little  teamwork. 


Just  a  different 
glue . . . 


Troutner  needed  some  lumber.  But 
Troutner  didn't  need  lumber.  What  he 
needed  was  an  audience.  Before  Thomas 
could  get  a  word  in  edgewise  he  found 
himself  examining  an  open-web  truss 
Troutner  had  just  invented.  It  consisted 
of  a  pair- of  two-by-four  beams  fastened 
to  crisscrossed  steel  tubing.  Troutner 
claimed  it  was  a  lighter,  cheaper  support 
beam  for  roofing  or  flooring  (where  it  is 


also  called  a  joist)  than  conventional 
heavy  timber  beams. 

"It  seemed  to  me  there  had  to  be 
a  better  way  to  budd  roofs  and  floors," 
says  the  elfish,  bushy-browed  architect/ 
budder.  "So  I  invented  this  truss.  I  in- 
stalled it  in  some  of  the  houses  and  build- 
ings I  built  around  Boise.  It  was  lighter 
and  it  saved  me  time  and  money." 

But  Harold  Thomas  scoffed  at 
Troutner's  truss.  He  wasn't  using  the 
right  glue  or  the  right  pressure,  said 
Thomas.  Troutner,  who  wasn't  making 
much  of  a  living  at  the  time  and  who  had 
spent  years  tinkering  with  his  truss, 
couldn't  stand  this  cavalier  put-off.  He 
told  Thomas  to  go  to  hell  and  threw  him 
out  of  the  office. 

Little  did  they  know  that  two  years 
later  they  would  start  Trus  Joist,  which 
earned  $7.3  million  last  year  on  sales  of 
$102  million.  In  recent  years  Trus  Joist's 
record  has  been  impressive.  Earnings 
have  been  growing  at  nearly  32%  a  year 
compounded.  Over  the  last  five  years, 
return  on  equity  has  averaged  26%,  with 
long-term  debt  today  down  to  34%  of 
total  capital  from  50%  in  1974. 


IW  Thomas  ( left )  and  Walter  Mintiick  of  Trus  Joist 

crisscrossing  steel  tubing  between  two-by-fours,  inventor  Arthur  Troutner  came  up  with  a  lighter,  cheaper  support 
i  for  roofing  and  flooring. 
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Even  this  year,  when  most  companies 
in  the  construction  industry  have  seen 
their  profits  plunge,  Trus  Joist's  per- 
share  earnings  are  off  just  12%  so  far, 
largely  as  a  result  of  management's  aus- 
tere cost-cutting  and  tight  inventory 
control.  It  is  testimony  to  the  company's 
still-bright  future  prospects  that  the 
stock  trades  over-the-counter  at  13  times 
this  year's  estimated  $1.60  to  $1.65  per- 
share  earnings — compared  with  8  to  10 
for  most  building  material  stocks. 

What  turned  an  idea  into  a  company 
was  the  nagging  thought  in  Thomas' 
mind  that  Troutner  was  on  to  some- 
thing. "I  knew  he  had  a  good  idea,"  says 
Thomas,  "it's  just  that  he  needed  to 
change  the  glue  and  the  pressure."  So 
Thomas  paid  Troutner  another  visit  a 
few  months  later.  Reluctantly  Troutner 
changed  the  glue.  Later  when  he  piled  a 


"We  didnt  raise  prices  fast 
enough  in  the  boom  years .  Then 
in  the  bad  years,  when  demand 
dropped,  we  didnt  drop  prices 
and  got  hurt.  We  just  weren't 
very  good  managers." 


load  of  cinderblocks  onto  his  joist  to 
demonstrate  its  strength,  Thomas  was 
convinced  that  Troutner 's  joist  was  in 
fact  lighter  and  stronger  than  the  tradi- 
tional concrete,  steel  or  wood  beams 
used  in  constructing  offices,  apartments, 
schools,  shopping  centers  and  the  like.  It 
could  also  be  custom-fit  to  the  specifica- 
tions of  any  building,  thus  eliminating 
quite  a  few  costly  manhours  for  the 
builder.  The  invention  could  fetch  a 
handsome  price,  Thomas  reckoned,  if 
sold  to  a  giant  forest  products  company. 

But  the  concept  fell  on  deaf  ears. 
Thomas  tried  selling  Troutner 's  truss/ 
joist  to  Weyerhaeuser's  Rilco  laminated 
beam  division  but  was  turned  down.  Ear- 
lier, Troutner  peddled  his  idea  to  Boise 
Cascade  and  Potlatch.  All  without  suc- 
cess. The  forest  products  giants,  mainly 
lumber  wholesalers,  couldn't  bother  with 
a  specialty  like  Troutner's  joist. 

So  in  1960  Thomas  and  Troutner  de- 
cided to  start  their  own  company. 
Thomas  put  up  $8,000,  about  equal  to  the 
value  of  the  saws,  cutting  torches  and 
other  machinery  that  Troutner  threw  in. 
They  set  up  shop  on  the  outskirts  of 
Boise  in  a  rickety  barn  they  rented  for 
$30  a  month.  Sales  whiz  Thomas  hit  the 
road  with  a  three-foot  model  of 
Troutner's  truss  and  a  few  references 
from  satisfied  builders,  while  inventor 
Troutner  stayed  home  and  ran  the  fac- 
tory. Thomas,  spending  a  lot  of  time  on 
the  road,  became  so  worried  that  his 
partner  would  run  up  a  big  telephone  bill 
that  he  installed  a  pay  phone  at  the  barn. 
Thomas'  stinginess  irked  Troutner,  who 
pored  over  the  company's  books  and  dis- 


covered a  funny  $400  expenditure.  He 
later  found  out  that  Thomas  used  the 
money  to  buy  a  radio  for  his  personal 
Beech  Bonanza.  Troutner  still  ribs 
Thomas  over  the  matter. 

But  Thomas  continued  to  watch  his 
costs  like  a  hawk.  "We  didn't  have  any 
accounts  receivable,  so  we  would  hire 
people  to  get  each  contract  done,  then 
lay  them  off,"  he  explains.  "On  our  first 
jobs  around  Boise  and  Twin  Falls  I  would 
stand  there  with  my  invoice  in  hand 
until  I  got  paid  the  money,  on  the  spot." 
Thomas  had  learned  what  it  meant  to 
scrimp  and  save  as  a  high  school  student 
in  Boise  during  the  Depression  when  he 
helped  support  his  divorced  mother  and 
two  sisters  by  collecting  and  selling  scrap 
metal.  Later  on,  while  studying  forestry 
at  the  University  of  Idaho,  Thomas  sold 
used  cars  and  delivered  milk  on  the  side. 

Slowly  Troutner's  novel  support  beam 
gained  builder  acceptance.  As  its  growth 
accelerated  in  the  early  Sixties,  Trus  Joist 
was  starved  for  capital.  Borrowing  a  page 
from  the  fast-food  companies'  book, 
Thomas  and  Troutner  decided  the  only 
way  to  expand  was  to  set  up  franchises 
with  small  groups  of  investors.  Because 
Trus  Joist  had  no  real  track  record  or 
assets  to  speak  of,  the  two  couldn't  bor- 
row from  a  bank  or  insurance  company. 
They  had  no  choice  but  to  franchise  if 
the  company  was  to  grow.  In  each  case  a 
separate  corporation  was  formed.  Inves- 
tors put  up  the  money  for  plant  and 
equipment  (all  designed  by  Troutner)  in 
return  for  the  right  to  manufacture 
Troutner's  patented,  proprietary  joist. 
The  investors  were  also  provided  sales 
and  factory  managers.  Trus  Joist  typical- 
ly got  two-thirds  of  the  stock  of  each 
new  corporate  enterprise.  All  told,  the 
pair  raised  about  $425,000  in  capital  that 
way  between  1962  and  1966. 

Before  long,  however,  Thomas  and 
Troutner  found  themselves  buried 
in  a  blizzard  of  paperwork.  It 
proved  far  more  difficult  than  they  had 
imagined  trying  to  watch  four  indepen- 
dent businesses  from  miles  away.  The 
final  straw  was  the  Portland  operation, 
which  turned  sour  because  of  poor  man- 
agement, forcing  Thomas  and  Troutner 
to  buy  out  the  investors  and  run  it  them- 
selves. Eventually,  in  1969,  all  four  fran- 
chise operations  were  merged  into  one  in 
a  series  of  stock  swaps  that  left  Thomas 
and  Troutner  each  with  20%  of  the  sur- 
viving company.  Another  40%  was  di- 
vided among  the  minority  holders  and 
the  remaining  20%  was  sold  to  private 
investors  for  $200,000. 

But  Thomas  was  trying  to  do  it  all 
himself.  As  chairman  and  CEO,  Thomas 
ran  Trus  Joist's  sales,  marketing  and  fi- 
nance, while  Troutner  ran  factory  oper- 
ations and  developed  new  products.  Sad- 
dled with  so  many  responsibilities,  Thom- 
as inevitably  made  mistakes.  Strangely, 
his  worst  mistakes  were  in  the  area  he 


knew  best  as  an  ex-lumber  salesm 
pricing  strategy.  "We  didn't  raise  pri 
fast  enough  in  the  boom  years  1964-65 
the  company's  sales  went  through 
roof,  but  our  margi  ns  shrank, "  says  The 
as,  a  lock  of  red  hair  dangling  over 
forehead.  "Then  in  the  bad  years  of  l! 
and  1969,  when  demand  dropped, 
didn't  drop  prices  and  got  hurt.  We  j 
weren't  very  good  managers." 

Realizing  his  own  shortcomings 
a  seat-of-the-pants  manag 
Thomas  hired  Peter  T.  Johns* 
an  M.B.A.  from  Dartmouth's  An 
Tuck  School  of  Business  Administratu 
who  ran  a  nearby  construction  compa 
Johnson,  who  joined  Trus  Joist  as  a  ph 
manager  in  1968  and  was  made  presidi 
three  years  later,  put  in  tight  financ 
controls  and  helped  devise  a  savvy  m 
keting  strategy  before  quitting  in  1979 
a  dispute  over  the  future  of  the  sinja 
family  home  market.  By  1970  sales  h 
reached  $11  million,  thanks  largely 
Johnson's  expanding  the  sales  force, 
was  working  my  tail  off,  flying  to  sa 
mills  all  around  the  country  trying 
persuade  them  to  sell  us  the  strong  n 
chine-tested  lumber,"  says  Thomi 
"But  finding  enough  quality  two-by-foi 
proved  a  lost  cause." 

Once  again  Troutner's  wizardry  pi 
off.  In  1971  Troutner  developed  Mic 
Lam,  which  in  time  became  Trus  Jois 
most  successful  product.  Micro-Lam 
high-strength  wood  substitute,  is  ma 
of  laminated  veneer  strips  placed  w: 
their  grains  running  parallel  to  ham 
heavy  stress.  One  key  advantage  of  N 
cro-Lam  beams  is  their  length,  whi 
can  run  as  long  as  80  feet — far  lonj 
than  any  two-by-four  a  builder  could  fi 
at  a  lumberyard.  They're  also  far  ligh' 
than  steel  or  concrete  and  are  custom- 
to  each  job's  specifications. 

While  Trus  Joist  buys  its  veneers — n 
same  thin  wood  sheets  used  in  p 
wood — on  the  open  market,  the  rest 
the  process  is  patented.  The  veneers  a 
run  on  a  conveyor  past  an  electrical  ser 
ing  machine  that  grades  them  into  fa 
strength  categories.  The  wood  stri 
then  are  put  through  a  Troutner  machi 
that  glues  and  bakes  them  at  high  tei 
perature.  So  far  competitors  havei 
quite  been  able  to  duplicate  Trus  Jois 
product,  although  companies  like  Weyf 
haeuser  and  Simpson  Timber  ha 
churned  out  close  imitations. 

"Our  marketing  is  what's  most  impc 
tant  in  protecting  our  technical  leac 
says  Walter  C.  Minnick,  38,  who  becar 
Trus  Joist's  president  two  years  ago,  i 
placing  Johnson.  This  is  particularly  tr 
since  a  typical  Trus  Joist  Micro-La 
beam  fetches  a  price  that's  current 
about  50%  higher  than  convention 
lumber.  It  takes  some  aggressive  sellii 
to  convince  a  builder  to  buy  Micro-Lai 
even  though  he  can  expect  to  save 
much  as  33%   in  labor  costs  usii 
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One  Of  The  Original  Functions 
Of  Government  Was  To  Be  A 
Friend  Of  Business.  Virginia's 
Government  Still  Is. 


The  system  into  which  the  United 
States  wished  to  go  was  that  of  freeing 
commerce  from  every  shackle. 

Thomas  Jefferson 

It's  not  surprising  that  Virginia 
delegates  made  the  original  proposal 
declaring  independence  for  the  13 
colonies.  Nor  is  it  surprising  that  one 
of  their  commitments  was  to  the 
well-heing  of  American  industry. 

For  regardless  of  the  changing 
attitudes  of  other  states,  our  policy 
towards  business  hasn't  wavered  a 
whit  over  the  last  200  years. 

We  believe  in  a  balanced  state 
budget.  W^'ve  managed  our  affairs 
well  enough  to  have  the  highest 
AAA  bond  rating  in  America. 
Virginia  also  strongly  enforces  a 


right  to  work  law.  As  proof,  our  rate 
of  work  stoppages  due  to  strikes  is 
one-third  below  the  national  average. 

Since  unemployment  insurance 
taxes  are  so  important  to  industry, 
you  should  know  Virginia  averages 
one  of  the  lowest  unemployment 
insurance  rates  in  the  country.  In  1978 
only  one  state  was  lower. 

Actually  Virginians  pay  about  15 
percent  less  in  their  personal  income 
taxes  than  do  Americans  as  a  whole. 
And  yet  public  services  in  the  state 
are  still  excellent. 

But  perhaps  it's  the  spirit  of  our 
relationship  with  business  that  s  most 
important. Virginia's  state  and  local 
governments  are  quite  responsive 
to  business  with  agencies,  officials 
and  legislators  working  together  to 


solve  problems,  answer  business 
questions  and  to  provide  a  host  of 
state  services. 

We  do  all  this  simply  because  we 
want  the  businesses  that  come  here 
to  work  in  Virginia  to  stay  here  in 
Virginia. 

If  you'd  like  more  details  on  the 
business  climate  of  Virginia,  and  if 
you'd  like  the  kind  of  welcome  Mr. 
Jefferson  would  have  offered,  just 
contact  J.  Frank  Alspaugh,  Director 
of  the  Virginia  Division  of  Industrial 
Development,Governor's  Office, Dept. 
F 3, State  Office  Building, Richmond, 
Va.  23219. Telephone  (804)  786-3791. 


Virginia 


Troutner's  beam.  That's  why  Trus  Joist 
fields  an  impressive  185-man  sales  force 
operating  out  of  81  locations  throughout 
the  U.S.  and  western  Canada. 

At  the  moment  Thomas  has  a  severe 
recession  in  the  construction  industry  to 
contend  with  and  he  has  been  slashing 
costs  on  all  sides.  He  and  Minnick  have 
closed  the  company's  Dubuque  plant, 
postponed  plans  to  build  a  third  West 
Coast  plant,  laid  off  13%  of  the  salaried 
employees  and  about  a  quarter  of  the 
corporate  staff,  mandated  executive  pay 
cuts  of  between  5%  and  15%  and  closed 
many  sales  offices — forcing  salesmen  to 
operate  out  of  their  homes. 

The  results  have  been  impressive.  Al- 
though sales  dropped  by  19%  in  this 
year's  first  nine  months,  profit  margins 
actually  increased  slightly.  That's  a  far 
cry  from  1974  when  margins  fell  32%  as 
Trus  Joist  was  caught  with  a  lot  of  inven- 
tory financed  by  a  top-heavy  debt  load. 

But  the  minute  the  recession  in  the 
building  industry  ends,  which  Thomas 
expects  sometime  next  year,  he  has  ambi- 
tious plans.  Although  the  heavy  construc- 
tion market  has  been  the  company's 
strength  in  the  past,  Thomas  is  betting  in 
future  on  the  single-family  residential 
housing  market.  While  that  market  today 
accounts  for  just  17%  of  the  company's 
sales,  Thomas  expects  that  percentage  to 
triple  within  five  years. 

Other  potentially  lucrative  markets, 
from  Thomas'  point  of  view,  include 
new  uses  for  Micro-Lam  such  as  mobile 
homes  and  industrial  scaffolding.  Then, 
starting  in  1982,  Trus  Joist  expects  to 
make  its  first  foray  into  the  foreign  mar- 
ket in  a  joint  venture  with  Sweden's 
Stora  Kopparberg,  that  country's  biggest 
private  industrial  company.  Stora,  with 
its  extensive  forest  products  distribution 
network,  will  make  and  sell  Trus  foist 
products  throughout  western  Europe. 

For  Thomas  and  Troutner,  both  in 
their  fifties,  Trus  Joist's  Eighties  will  be 
the  last  hurrah.  Poor  no  more,  the 
$16,000  initial  investment  has  grown  to 
$20  million.  Thomas  now  owns  two 
ranches  in  central  Idaho  and  his  own 
Cessna.  Troutner,  meanwhile,  likes  to 
tinker  with  his  wind  turbine  and  giant 
solar  dish.  But  his  real  pride  and  joy  is  the 
14-sided  wooden  house  he  designed  and 
built.  It's  cantilevered  from  a  single  pole 
over  a  40-foot  cliff  overlooking  down- 
town Boise,  with  cavernous  downstairs 
bedrooms  blasted  out  of  the  mountain. 

To  what  do  Thomas  and  Troutner  at- 
tribute their  success?  They  look  at  each 
other  with  grudging  admiration.  "I've 
seen  so  many  entrepreneurs  with  great 
ideas  raise  a  lot  of  money  and  go  broke," 
remarks  Troutner.  "You  gotta  have  a 
marketing  talent  like  Thomas."  Says 
Thomas,  grinning:  "Troutner  is  a  genius. 
He  doesn't  like  to  be  criticized  but  if  you 
make  a  suggestion  he'll  go  back  to  the 
drawing  board  and  improve  it."  ■ 


Cautious  Charles  Miller  follows  an  investmex 
philosophy  based  on  economic  trends  an 
political  factors  that  has  made  him  . . . 


A  tortoise 
on  a  fast  track 


The  Money  Men 


By  Thomas  C.  O'Donnell 


In  late  1976  Charles  Miller,  a  gro- 
cer's son  who  grew  up  in  Galveston, 
needed  outside  capital  to  purchase 
Funds  Inc.,  the  Houston  money  manage- 
ment firm  he  ran  as  president.  To  attract 
new  money,  the  normally  precise  and 
professorial  Miller  made  an  uncharacter- 
istic boast:  He  said  Funds,  which  then 
controlled  $400  million,  would  have  $1 
billion  under  management  within  five 
years.  Backers  soon  ponied  up  the  mon- 
ey, but  Miller's  estimate  was  way  off 
target — Funds  has  grown  to  nearly  $3 
billion  in  just  four  years  and  the  new 
owner  now  pulls  down  an  annual  income 
"in  the  high  six  figures." 

What  accounts  for  the  soft-spoken,  46- 
year-old  Miller's  success?  The  main  fac- 
tor is  an  investment  philosophy  that  has 
attracted  sophisticated  individual  and  in- 
stitutional investors  in  droves.  "I  believe 
the  OPEC-wrought  recession  of  1974 
marked  a  watershed  in  U.S.  financial  his- 
tory," he  says.  "Before  that  it  was  possi- 
ble to  make  money  by  concentrating 
solely  on  individual  companies  and  in- 
dustries. But  today  the  world  is  too  inter- 
related for  that.  The  day  of  the  individual 
stock  picker  is  over." 

Miller  himself  was  never  simply  a 
stock  picker,  even  during  the  roaring 
bull  market  of  the  late  1960s.  He  began 
his  career  in  1961 — fresh  out  of  the 
University  of  Texas  with  a  degree  in 
mathematics — managing  a  $100  million 
fixed-income  account  for  the  Teachers 
Retirement  System  of  Texas,  one  of  the 
largest  pension  funds  in  the  South. 
"They  made  a  mistake  and  gave  me 
more  responsibility  than  they  should 
have,"  he  jokes. 

Maybe  so,  but  Miller,  who  turned 
down  a  career  as  a  touring  bridge  player 
(he  was  nationally  ranked  while  still  in 


college),  performed  well  enough  tol 
lured  by  Funds  in  1966.  Because  of  | 
early  training  as  a  bond  man,  Milieu 
believer  that  monetary  policy  has  a 
mendous  impact  on  financial  marke} 
has  become  one  of  the  industry's  pren 
interest-rate  mavens.  "We  forecast  ri 
as  well  as  anyone  in  the  business  has) 
a  long  time,"  he  points  out  with  anot 
burst  of  enthusiasm. 

Ironically,  that  talent  has  been  a  ha! 
cap  in  recent  months.  Because  Mil 
accurately  predicted  that  rates  would 
main  in  double-digit  levels  through) 
1980,  he  lowered  the  company's  cc 
mitment  to  stocks,  feeling  the  maij 
would  be  battered  by  inflation.  He  t: 
missed  much  of  the  recent  rally  that  3 
the  Dow  Jones  industrial  average 
more  than  200  points  between  April , 
August. 

What  happened?  "The  market  went 
for  the  wrong  reasons,"  he  explains,  "j 
spite  [Fed  Chairman  Paul]  Volck 
claims  to  being  an  inflation-fighter, 
money  supply  has  grown  rapidly  duj 
the  past  year.  There  is  so  much  moi 
around  that  some  of  it  inevitably  flov 
into  the  financial  markets  and  pushed 
stock  prices." 

Over  the  next  few  months,  Miller  a 
interest  rates  rising  even  higher.  In  u 
he  does  not  see  a  decline  until  mid-1? 
at  the  earliest.  So  his  typical  balam 
account  is  now  bulging  with  a  50%  co 
mitment  to  high-yielding,  short-term 
per,  while  stocks  and  bonds  account 
just  25%  each.  Five  years  ago,  by  c; 
trast,  Miller  was  fully  invested  in  stoi 
and  caught  the  entire  bull  market  t 
began  in  1975  after  the  Dow  aver 
dipped  below  600. 

Since  then,  Funds'  equity  accoui 
have  soared  at  a  21 .6%  annual  rate,  wlj 
the  Standard  &  Poor's  500  Index 
risen  by  an  average  of  14.9%  each  y< 
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Leadership 

makes  Williams  worth  watching  in  the' 80s. 


The  Williams  Companies  invested  nearly  one  and  one-half  billion  dollars  during 
the  70s  to  develop  and  improve  its  leadership  positions,  and  it's  paying  off  with  signifi- 
cantly increased  earnings.  Our  Agrico  Chemical  Company  was  expanded  and  devel- 
oped into  one  of  the  world's  largest  and  most  cost-effective  miners,  manufacturers  and 
marketers  of  chemical  fertilizers.  Our  Williams  Exploration  Company  was  built 
from  scratch  into  a  successful  oil  and  gas  exploration,  development  and  transportation 
firm  with  substantial  production  and  an  enviable  inventory  of  undeveloped  leases. 
Our  Williams  Pipe  Line  Company  increased  capacity,  broadened  service  lines 
and  lengthened  its  pipeline  system  -  already  the  world's  largest  independent  common 
carrier  system  -  to  8,500  miles.  We  acquired  a  27.5  percent  interest  in  the  nation's 
largest  coal  producer,  Peabody  Coal  Company.  And,  we 

increased  the  assets  of  our  Edgcomb  Metals  Company  nearly  ■  ■  ■  V 

seven-fold,  making  it  one  of  the  largest  independent  owners  and  M  W  M  WW 

operators  of  metals  service  centers  in  the  United  States.  M  WM  WW- 

WILLIAMS 


In  addition  to  its  leadership  positions,  Williams' corporate  balance,  financial  flexibility  jA\        Am  mw  ' 

and  increased  earnings  make  'Williams  worth  watching  in  the  '80s.  ''  Learn  more  about  :               _  _      '_  ^.^^ 

Williams  (WMB-NYSE)  by  writing  L  R.  Francisco,  manager-investor  relations.  The  Wufmm  M  MAm  ILm^t 

Williams  Companies.  One  Williams  Center,  Tulsa,  OK  74172.  fffLLI#lfflV 

THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

Agrico  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 


Grace  looked  into  coal  and 
found  a  way  to  fill  your  gas  tank. 

Shouldn't  you  look  into  Grace? 


Coal  may  be  America's  most  plentiful 
energy  resource.  But  gasoline  is  what 
we  really  need. 

So  at  W.  R.  Grace  &  Co.,  we're 
negotiating  with  the  Department  of 
Energy  and  other  companies  to 
develop  a  plant  that  will  turn 
high-sulfur  coal  into  high-octane, 
unleaded  gasoline. 

The  plant  would  be  built  near  Baskett, 
Kentucky,  and  would  produce  50,000 
barrels  of  gasoline  a  day.  It  would 
also  be  the  largest  chemical  project 
ever  undertaken  in  one  location  by 
private  enterprise. 

In  a  separate  project,  Grace  is  looking 
into  ways  of  turning  coal  into  carbon 
dioxide  and  fuel-grade  methanol.  And 
using  these  liquid  by-products  to 
transport  pulverized  coal  by  pipeline 
for  domestic  use  and  export.  Upon 
delivery,  all  three  products  would  be 
separated  for  power  generation  and 
other  uses. 

Grace  is  also  producing  clean 
burning,  low-sulfur  coal  from  a  mining 
joint  venture  in  northwest  Colorado. 


And  to  make  the  most  of  our  energy 
reserves,  we're  increasing  its  output - 
from  a  few  bins  full  in  1972  to  5  million 
tons  a  year  by  1984. 

Coal  is  only  one  part  of  Grace's 
natural  resources  group.  And  natural 
resources,  in  turn,  are  only  one  facet 
of  Grace's  total  operations. 

Grace,  in  fact,  is  a  $5.  7  billion 
company  with  balanced  interests  in 
chemicals,  natural  resources,  and 
consumer  products. 

Since  1969,  the  company's  net  income 
has  grown  by  an  average  of  14% 
annually.  And  our  shareholders  have 
been  receiving  cash  dividends  for  46 
consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  Dept.  FR. 

And  look  into  a  company  that's  looking 
out  for  America's  energy  needs. 

One  step  ahead  ofa 
changing  world 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


The  firm's  fixed- income  record  is  even 
better.  The  total  return  has  beaten  the 
Salomon  Brothers  average  of  high-grade 
bonds  by  an  astonishing  7%. 

Of  course,  many  money  managers, 
especially  those  outside  the  financial 
centers,  outperformed  the  market  in  the 
late  1970s.  What  has  really  attracted 
sophisticated  investors  to  Miller  in 
droves  is  his  investment  philosophy.  He 
divides  money  among  stocks,  bonds  and 
cash  primarily  on  the  basis  of  economic 
trends  and  political  factors.  "Many  in- 
vestment managers  give  lip  service  to 
this  concept,"  says  the  soft-spoken 
money  man.  "We  believe  it  and  we  act 
on  it." 

As  an  example,  he  cites  his  purchase  of 
about  100,000  shares  of  Morrison-Knud- 
sen,  a  Boise,  Idaho-based  engineering 
company.  Miller  bought  the  stock  for  21 
last  year  because  he  reasoned  that  the 
decline  of  U.S.  military  power  would  re- 
quire huge  defense  expenditures  during 
the  1980s.  Morrison- Knudsen  is  also  ex- 
pected to  benefit  from  the  government's 
massive  synthetic  fuels  program.  Al- 
ready the  price  has  jumped  to  39,  giving 
Miller  an  86%  gain. 

Similarly,  he  bought  75,000  shares  of 
Texas  Oil  a  Gas  for  14  in  late  1977. 
"The  company  is  very  well  managed  and 
was  bound  to  prosper  from  deregulation 
of  gas  prices,"  he  says.  And,  in  fact,  since 
deregulation  began  the  stock  has  rocket- 
ed to  $60  per  share.  Miller  has  pocketed 
an  incredible  329%  profit. 

In  mid- 1978,  Miller's  philosophy 
prompted  him  to  start  up  Sunbelt  Invest- 


ments, a  fund  made  up  of  the  shares  of 
800  companies.  To  be  included  in  the 
fund,  a  company  must  be  headquartered 
in  one  of  the  18  so-called  Sunbelt  states, 
have  annual  revenues  of  at  least  $25  mil- 
lion and  a  market  value  of  $25  million  or 
more.  So  far  the  fund  has  been  a  big 
winner:  In  1979  it  posted  a  48%  in- 
crease, against  a  19%  gain  for  the  S&P's 
average.  This  year  Sunbelt  Investments 
has  risen  by  31%,  while  the  SikP's  has 
been  up  by  21%. 

Miller  gets  downright  exuberant  when 
talking  about  the  fund.  "This  is  the  best 
investment  vehicle  I  have  ever  seen  in 
my  life,"  he  exclaims,  his  voice  rising. 
"It  provides  investors  with  an  index  for 
all  major  companies  located  in  the  south- 
ern half  of  the  U.S." 

Miller  explains  his  enthusiasm  this 
way:  The  fund  is  primarily  made  up  of 
high-technology,  service-oriented  and 
energy  companies,  which  are  those  best 
suited  for  today's  economic  environ- 
ment and  are  also  favored  industries 
with  investors.  Moreover,  such  compa- 
nies benefit  from  the  lower  taxes  and 
operating  costs  found  in  the  South.  "It's 
a  good  example  of  synergy  at  work,"  he 
says.  "The  whole  is  greater  than  the  sum 
of  the  parts." 

Specific  Sunbelt  companies  Miller 
likes  include  Russell  Corp.,  a  sporting- 
goods  manufacturer  based  in  Alexander 
City,  Ala.,  and  Datapoint,  a  data  process- 
ing company  based  in  San  Antonio.  The 
fund  also  includes  shares  of  two  fast- 
growing  Atlanta  companies,  Rollins  Inc., 
a  pest  exterminator,  and  Scientific-At- 


lanta,  Inc.,  which  makes  communi 
tions  equipment. 

Surprisingly,  for  a  successful  moi 
man,  Miller  puts  most  of  his  perso 
income  into  antiques,  for  which  he 
ways  pays  cash.  "I  have  enough  leverj 
and  risk  in  my  working  life.  I  don't  nj 
any  when  I  come  home,"  he  explains.1 

His  wife,  Beth,  is  an  antiques  exn 
who  does  most  of  the  buying.  Her  seM 
tions  decorate  both  Miller's  modem! 
fice  and  his  home,  a  70-year-old  brovi 
stone  located  in  downtown  Houston  t] 
is  an  antique  itself.  "I  live  the  life  1 
New  Yorker  in  Texas,"  he  says.  Indq 
in  a  city  where  clogged  freeways  arq 
common  as  cowboys,  Miller  dressesi 
conservative  business  suits  and  enjoy 
five-minute  walk  to  his  office. 

Once  there  he  spends  nearly  half  of 
time  managing  the  company.  "One 
the  major  reasons  successful  investing 
companies  run  into  trouble  is  that  ma 
money  managers  don't  like  to  man* 
people,"  he  says.  "I  happen  to  enjoy  i 
That  is  fortunate  indeed,  since  Fu« 
now  handles  some  70  large  accounts  a 
is  staffed  with  ten  investment  advisd 
Still,  all  financial  decisions  are  made: 
Miller. 

Clearly,  this  Texas  money  man  1 
carved  out  a  slice  of  the  good  life.  But  d 
thing  puzzles  him,  he  says,  pointing] 
some  favorite  possessions:  the  antid 
turtles  sitting  on  an  office  coffee  table 
like  to  think  of  myself  as  being  as  ci 
tious  and  slow-moving  as  a  tortoise.  1 
lately  we've  been  growing  faster  thai 
hutch  of  hares."  ■ 


Texas  investment  manager  Charles  Miller 

The  world  is  too  interrelated.  .  .  .  The  day  of  the  individual  stock  picker  is  over. 
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Concord  Delirium:  the  most  advanced  technology  in  the  history  of  time. 

Concord  Delirium  I  came  first  (above).  1.98mm.  A  Swiss  scientific  feat:  an 
electronic  quartz  movement  that  literally  became  the  watch  itself. 

For  her,  Concord  Delirium  III  (below).  1.69mm  thin.  Miniaturized  in  every 
>roportion.  But  equal  in  precision  and  beauty. 

Finally,  the  first  watch  to  break  the  1mm  barrier.  Concord  Delirium  IV 
>ottom).  0.98mm.  It  is  a  technological  phenomenon  that  stands  as  a  tribute  to 
Joncord.  The  Concord  Delirium  Collection.  Hand-crafted  in  Switz-  CONCORD, 
frland  of  18karat  gold.  The  watch  that  revolutionized  the  watch.      V^J  QUAETZ 


The  Chairman  of  the  Board 
tells  "The  Chairman  of  the  Board 
why  it's  time  for  Imperial. 

Lee  Iacocca  talks  to  Frank  Sinatra  about  the  future  of  luxury  cars  in  America. 


On  Julv  18,  1980  Frank  Sinatra,  the 
entertainment  irulustn's  "Chairman 
of  the  Board,"  joined  Lee  A.  Iacocca, 
Chairman  of  the  Hoard  of  The  New 
Chrysler  Corporation,  at  the  first 
public  exhibition  of  America's  new- 
est luxury  car,  the  1981  Imfrerial. 

This  new  Imperial  is  an  unusually 
timely  automobile,  newer  than  its 
competitors  and,  in  significant  ways, 
substantially  different  from  them:  it 
is  these  differences  that  make  the  Imperial  the 
unique  automobile  it  is. 

After  opening  the  exhibition  and  viewing  the  neu 
Imperial,  Sinatra  and  Iacocca  spent  some  time 
discussing  what  America  needs  m  a  luxury  car 
today  and  how  this  neu  Imperial  fills  those  needs 


styling  actually  helps  the 
perform  the  way  you  need 
to  perform  these  days. 
Sinatra:  Fine,  but  what  al 
the  things  I  can't  see?  Whi 
about  engineering?  You  gi. 


Sinatra:  When  you  build  a  luxury  car,  where 
do  you  start?  How  do  you  lay  down  the  specs? 
Iacocca:  You  try  to  build  a  luxury  car  that's 
better  than  the  competition.  Say  you  takeyour 
leading  potential  competitor  and  you  might 
say,  i'm  going  to  give  a  customer  105  percent 
of  this  guy's  riding  comfort.  Or  100  percent 
of  his  cornering  ability.'  You  can  set  your 
sights  on  what  the  people  are  already  buying. 
Sinatra:  Is  that  what  you  did? 
Iacocca:  Sure.  But  our  standards  for  this 
Imperial  were  based  more  on  what  the  people 
need  today  than  on  what  the  competition  is 
giving  them.  You  know,  times  have  changed 
•in  the  automobile  business. 
Sinatra:  You  mean  the  energy  crunch. 
Iacocca:  Partly.  That's  why  today  you  have 
to  try  to  build  a  car  that's  the  right  kind  of 
car  for  now  and,  hopefully,  for  tomorrow  as 
well.  Now,  you've  owned  a  lot  of  cars. 
Sinatra:  You'd  better  believe  it. 


Iacocca:  What  do  you  think  today's  luxury 
car  should  be? 

Sinatra:  I  don't  know  where  to  start. 
Iacocca:  Start  with  the  way  it  should 
look. 

Sinatra:  Well,  first  of  all,  I'd  want  it  to  look 
simple.  I  think  things  are  getting  cleaner 
and  simpler  looking 
and  that's  how  it 
should  be. 
Iacocca:  Agreed. 
That's  why  we  tried  to 
keep  the  Imperial  as 
uncluttered  as 
possible. 

Sinatra:  The  shape  is 
very  clean. 

Iacocca:  It's  what  we 
call  slippery. 
Sinatra:  Slippery? 
Iacocca:  Slips  through 
the  air.  In  the  wind 

tunnel  they  give  it  a   

number  they  call  a  drag  coefficient.  Tells  you 
how  aerodynamic  the  car  is.  The  lower  the 
number,  the  better. 

Sinatra:  Well,  you've  come  out  of  the  wind 
tunnel  with  averyelegantlookingautomobile 
Iacocca:  What  pleases  me  more  is  that  the 


had  a  big  reputation  for 
engineering. 

Iacocca:  I  believe  we're  stj 
ahead.  But  engineering  a  t 
has  changed  radically. 
Sinatra:  Come  on,  Lee,  th 
country  can  put  a  man  on  the  moon,  bt 
can't  build  an  automobile  right.  Where'1 
technology  when  it  comes  to  things  we 
every  day? 

Iacocca:  I  hear  you.  But  I've  been  in  th 
business  a  lot  of  years  and  when  I  look  ; 
new  Imperial,  I  see  an  electronic  marve 
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when  I  look  at  the  new  Imperial,  I  see  a. 
electronic  marvel." 


Sinatra:  An  electronic  marvel?  What  d 
that  mean? 

Iacocca:  Okay.  You  mention  the  space  | 
gram.  Our  electronics  division  down  in 
Huntsville,  Alabama,  was  a  prime  contr; 
on  the  Redstone  missile  and  the  Saturn 


jader  in  automotive  elec- 
cs,  going  back  to  electronic 
ion.  There  are  several  hun- 
electronics  experts  down 
3  in  Huntsville  and  after  we 
:hed  them  from  space  work 
'mmercial  work,  the 
jrial  is  one  of  the  things 
went  to  work  on. 
ntra:  What  did  they  do? 
jcca:  Built  our  system  of 
tronic  Fuel  Injection, 
tra;  Fuel  injection's  been 
nd  for  years, 
cca:  Not  like  this.  The 
;rial  has  the  first  continuous 
fully  electronically  con- 
id  fuel  injection  for  any 
uction  automobile  built 
yhere  in  the  world, 
itra:  Why  is  that  good? 
cca:  First  of  all,  it  controls 
the  fuel  delivery  and  the 
■c  advance,  based  on  infor- 
on  it  gets  from  about  a  dozen  sensors 
monitor  everything  from  engine  tem- 
ure  to  barometric  pressure.  They  feed 
lis  information  into  what  we  call  the 
bustion  Computer.  Then  the  computer 
es  the  best  possible  spark  advance  for  all 
conditions  and  the  best  proportion  of 
fuel,  and  meters  out  the  exact  amount 
leed. 

itra:  What's  in  it  for  me? 
cca:  Four  things.  First  of  all,  it  starts 
st  a  turn  of  the  key.  Second,  you  get  the 
thest  idle,  even  on  cold  mornings, 
iber  three,  there  are  practically  no  balks, 
number  four,  practically  no  stalls, 
itra:  Sounds  terrific. 
Cca:  And  that's  only  the  half  of  it.  I  tell 
iwe've  never  had  electronics  like  this, 
you've  got  to  admit,  this  instrument 
1  is  rather  unusual, 
itra:  I've  driven  a  lot  of  cars  and  I've 
|r  seen  anything  that  looked  like  it.  But 
(does  a  digital  instrument  panel  make 
mperial  a  better  car? 
-cca:  Because  it  makes  you  a  smarter 
:r.  Tell  me,  what  do  you  need  to  know 
h  you're  driving  a  car? 
itra:  I  want  to  know  how  fast  I'm 
%.  How  far  I've  gone.  How  much  gas 
;ot  left.  What  time  it  is.  That's  all. 
ca:  Okay.  This  instrument  panel 
s  you  all  of  that  in  words  and  numbers, 
tra:  No  gauges? 

ca:  No  gauges.  This  is  the  only  produc- 
uilt  American  car  with  a  completely 
onic  digital  instrument  cluster, 
tra:  And  what  do  the  buttons  do? 
ca:  They  turn  your  instrument  panel 
n  Electronic  Communications  Center, 
button  number  one  and  your  speedom- 
hanges  from  miles  to  kilometers, 
tra:  Not  bad. 

ca:  Push  button  number  two  and 
electronic  chronometer  gives  you  the 
nstead  of  the  time.  Button  number 


'Every  luxury  is  standard.  And  there  are  more 
luxuries  standard  than  any  car  in  America." 


three  turns  the  whole  chronometer  into  an 
electronic  timer  that  tells  you  how  long 
you've  been  driving. 

Sinatra:  What  about  how  far  I've  gone? 
Iacocca:  That's  button  number  four.  Push 
it  and  the  electronic  odometer  shows  you 
how  far  you've  gone  since  you  started.  The 
next  button  tells  your  average  speed. 
Sinatra:  And  it's  all  in  miles  or  kilometers. 
Iacocca:  That's  right.  Button  six  shows 
how  far  the  gas  in  your  tank  will  take  you 
under  present  driving  conditions.  Number 
seven  shows  how  many  miles  you're  now 


Imperial  Quality  Assurance  Program  starts  with  preselected  parts  (1)  and 
special  care  assembly  ( 2 ),  goes  on  to  a  5.5-mile  test  drive  ( 3 ),  hot  engine  checks 
( 4 ),  water  checks  ( 5 ),  checks  of  suspension,  steering  ( 6 ),  electrical  systems  ( 7 ) 
and  metal  finish  (8)  before  final  sign-off  (9). 


a  tone. 

Sinatra:  Very  musical. 
Iacocca:  I  told  you  we  built  it 
for  you,  Frank. 
Sinatra:  What  about  your 
other  customers?  Is  this  stuff  all 
standard  equipment? 
Iacocca:  Frank, the  only 
option  on  the  Imperial  is  a  power 
sliding  roof.  Every  luxury  is 
standard.  And  there  are  more 
luxuries  standard  than  any  car 
in  America.  I've  got  even  more 
luxuries  than  you  would  ask  for. 
Sinatra:  Try  me. 
Iacocca:  You  try  me.  What  fea- 
tures do  you  want  in  your  car? 
Sinatra:  Start  with  music. 
Iacocca:  Your  choice  of  four 
sound  systems,  standard.  All 
stereo.  All  with  the  best 
speakers  we've  ever  had. 
Sinatra:  Power  steering,  power 
windows,  power  seats. 
Iacocca:  Of  course. 
Sinatra:  Leather  upholstery? 
Iacocca:  Frank,  this  is  the  only  car  in  the 
world  with  an  interior  by  Mark  Cross.  It's 
even  got  a  built-in  garage  door  opener  and  a 
hood  ornament  of  Cartier  crystal. 
Sinatra:  You're  not  fooling  around  with 
quality  on  this  baby,  are  you? 
Iacocca:  I  wanted  a  quality  automobile  to  sell. 
I  wanted  to  be  able  to  give  it  a  basic  limited 
warranty  twice  as  long  as  the  competition's. 
Sinatra:  How  long  is  that? 
Iacocca:  Two  years  or  30,000  miles,  which- 
ever comes  first.  It 


I  wanted  to  be  able  to  give  it  a  basic  limited 
warranty  twice  as  long  as  the  competition's." 


Imperial.  Size  and  price:  comparable  to 
iliac  Eldorado  and  Continental  Mark  VI.  @ 
i  est.  mpg.  26  est.  hwy.  mpg.  Use  these  ests. 
Dmpanson.  Mileage  may  vary  depending  on 
bd,  weather,  trip  length.  Actual  hwy.  mileage 
probably  be  less.  Calif,  ests.  lower. 


getting  to  the  gallon.  And  number  eight 
gives  your  mileage  over  your  entire  trip. 
Sinatra:  I've  never  had  that  on  any  car. 
Iacocca:  There's  more. 
Sinatra:  More  buttons  to  push? 
Iacocca:  No.  This  part  is  all  automatic.  If 
either  half  of  the  dual  hydraulic  brake  sys- 
tem is  defective,  a  light  goes  on.  If  the 
emergency  brake  is  on,  this  lights  up.  If  your 
oil  pressure  or  battery  voltage  are  too  low, 
or  your  engine  temperature  is  too  high,  these 
lights  come  on. 
Sinatra:  That's  a  lot  of  lights. 
Iacocca:  We've  got  chimes,  too.  If  you  don't 
buckle  up,  your  Imperial  will  chime  at  you. 
Leave  the  key  in  the  ignition  and  it  beeps. 


covers  all  parts  except 
tires,  all  labor  and  all 
schedule  mainte- 
nance. Our  rust  war- 
ranty lasts  three  years. 
Sinatra:  I  don't  even 
pay  for  an  oil  change? 
Iacocca:  That's  right. 
The  Imperial  warranty 
has  the  details. 
Sinatra:  That  kind  of 
confidence  takes  guts. 
Iacocca:  I  know  what 
went  into  it.  Look, 
every  one  of  these 
Imperials  gets  a  test 
drive  by  an  expert.  We 
built  a  Quality  Assur- 
ance Center  where  the 
whole  vehicle  gets  a 
going-over  to  make 
sure  that  nothing  gets  out  that's  not  first- 
rate.  When  an  inspector  there  signs  off  on  the 
car,  the  signed  papers  actually  come  with 
the  car. 

Sinatra:  I  think  there  are  a  lot  of 
people  waiting  for  a  car  like  this  one,  Lee. 
Iacocca:  I've  got  a  bunch  of  Imperial  dealers 
who  are  ready  for  them,  Frank. 
For  the  name  of 
the  Imperial 
dealer  nearest 
you,  call  toll-free 
1-800-521-7272. 
In  the  state  of 
Michigan  call 
1-800-482-6838. 


Its  time  for  Imperial. 


The  New  Chrysler  Corporation. 
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BUT  IT  SURPRISING  SO  MANY  INVESTORS 
HAVE  NEVER  DISCOVERED  US? 


Most  well-informed  investors  know  NL 
Industries  as  a  major  specialty  chemicals  and 
fabricated  metals  company. 

But  here's  something  many  of  them  don't 
know.  NL  is  now  one  of  the  world's  leading  petro- 
leum service  companies. 

In  fact,  in  just  four  years,  we've  invested  over 
one-half  billion  dollars  in  NL  Petroleum  Services. 

When  oil  is  discovered  anywhere  in  the 
world,  chances  are  one  of  NL's  products  or  ser- 
vices helped  make  the  discovery.  For  example, 
NL's  Baroid  Division  is  one  of  the  world's  leading 
suppliers  of  essential  drilling  fluids. 


Baroid  is  just  one  reason  why  sales  and 
earnings  of  NL  Petroleum  Services  have  doubled 
in  four  years. 

As  a  result,  our  petroleum  service  operations 
now  account  for  nearly  two-thirds  of  NL's 
operating  profit.  So  it's  not  surprising  that  NL  has 
become  a  major  factor  in  the  oilfield  services 
industry. 

There  are  a  number  of  other  things  to  dis- 
cover about  this  somewhat  misunderstood  com- 
pany with  sales  approaching  $2  billion. 

Send  for  our  annual  report  and  discover 
some  of  them  for  yourself. 
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tith  double-digit  returns  on  commercial  paper  and  T-bills,  many 
nancial  managers  have  found  it  more  attractive  to  build  up  their 
\ish  than  to  invest  money  in  new  capital  projects. 


Swimming 
in  cash 


Statistical  Spotlight 


By  Steve  Kicfaen 


'  Di 


onald     Duck's     rich  Uncle 
Scrooge  provided  many  of  today's 
bright  young  M.B.A.s  with  their 
first  lesson  in  economics.  Scrooge 
uck,  you  may  recall,  had  so  much 
1  that  he  used  to  swim  in  it.  Trouble 
,  Scrooge  didn't  have  much  chance  to 
)y  his  wealth  because  he  had  to  spend 
M  ;t  of  his  time  guarding  his  fortune. 
I  )oge  discovered  that  a  large  cash 
I  rd  attracts  the  attention  of  outsiders. 
Btrooge's  money  was  a  drop  in  the 
Tket  compared  with  the  $  1 7.5  billion  in 
l  and  equivalents  held  by  the  85  com- 
ies  on  the  list  below.  Cash  as  a  per- 
fage  of  current  liabilities  for  each  of 
<e  companies  is  greater  than  50%. 

H~  re  has  been  a  definite  increase  in  such 
panies.  Economic  uncertainty  and 
_  i  interest  rates  have  caused  financial 
lagers  to  have  second  thoughts  about 
tal  spending.  While  waiting  for  a  re- 
zry,  they  can  earn  around  12%  on 
mercial  paper  and  T-bills. 
it  as  they  well  know,  building  up  a 
hoard  can  be  a  risky  business.  P. 
iel  Claude,  vice  president  and  trea- 
of  Servicemaster  Industries,  ex- 


plained why  he  wouldn't  give  September 
balance  sheet  figures  to  Forbes:  "I  don't 
want  to  be  in  an  article  that  points  out 
that  we  have  a  lot  of  cash,  because  that 
simply  makes  us  a  target  for  takeover." 

Subaru  of  America,  the  U.S. -based  dis- 
tributor of  Japanese-built  Subaru  auto- 
mobiles, can  breathe  a  little  easier  with 
Fuji  Heavy  Industries  as  a  49%  stock- 
holder, even  though  Subaru  of  America 
has  over  $36  million  in  cash  and  equiv- 
alents. That's  42.8%  of  current  assets 
and  73%  of  current  liabilities.  There  is 
no  long-term  debt.  And  in  the  last 
Forbes  Annual  Report  on  American  In- 
dustry, Subaru  of  America  ranked  as  the 
most  profitable  major  U.S.  company  over 
the  past  five  years.  At  its  current  price  of 
around  15,  Subaru  of  America  has  over 
$6  in  cash  per  share.  Yet  it  sells  for  a 
multiple  of  less  than  6.  It's  enough  to 
make  would-be  acquirers  drool. 

By  the  same  token,  Schlumberger  has 
more  than  $1  billion  in  cash  and  equiv- 
alents. But  it  is  highly  unlikely  that 
someone  will  make  a  pass  at  a  company 
whose  shares  already  trade  at  a  P/E  of  24. 

Some  companies  seem  to  be  perennial 
members  of  our  cash-rich  lists.  Walt  Dis- 
ney's amusement  parks  throw  off  wads 


of  cash,  for  example.  The  company  has 
insignificant  amounts  of  long-term  debt 
and  a  modest  payout  ratio  of  around 
17%.  This  has  meant  that  Disney  can 
finance  almost  all  its  growth  internally. 
As  one  of  the  richest  companies  in  the 
country,  whose  shares  trade  at  1 1  times 
earnings  and  are  widely  held,  Disney 
could  be  a  ripe  acquisition  target. 

Then  there  are  the  companies  for 
whom  the  current  cash  glut  is  only  a 
temporary  phenomenon.  Laclede  Gas,  for 
one,  has  very  seasonal  operations.  As  the 
winter  heating  season  ends,  Laclede  has  a 
large  cash  inflow  as  customers  pay  up 
their  winter  bills.  But  demand  for  gas 
drops  off  in  the  summer  at  the  same  time 
that  the  company  must  support  its  fixed 
costs  and  pay  suppliers  for  the  gas  it  needs 
to  stockpile  for  the  next  winter.  Of 
course,  improved  operations  help  build  up 
cash.  As  recently  as  1978  Sherwin-Wil- 
liams had  just  $32  million  in  cash.  This 
year  it  has  $103  million,  thanks  to  a 
shutdown  of  inefficient  operations,  im- 
proved management  of  internal  cash  flow 
and  the  Dutch  Boy  paint  line  acquisition. 

Cash  hoards  often  aren't  around  for 
long.  If  you  want  to  acquire  National 
Gypsum  for  its  $86  million  in  cash,  you'd 
better  move  soon.  As  Controller  Axel 
Swanson  noted,  "By  the  end  of  the  year 
more  than  half  of  our  cash  will  be  gone." 


Cash-rich  companies 


The  85  companies  listed  below — ranked  by  percentage  of  cash  and  equiv- 
alents to  current  liabilities — hold  over  $17  billion  in  cash  and  equivalents. 


otnpany/industry 


Recent 
price 


Cash  & 
equiv- 
alents' 
(mil) 


 Cash  as  %  of- 

current 
current  liabil- 
assets  ities 


long- 
term 
debt 


Latest 
12-month 
earnings 
per  share 


Cash  per 
share 


Book 
value 

per 
share 


Latest 
balance 
sheet 


esorts  International/gambling  and  hotels  27%  $196.3  87.4%  459.7%  164.1%  $5.87  $17.78  $18.79  June 

'eis  Markets/grocery  stores  27%  82.1  68.8  368.1        NM  3.35  9.01  18.60  Sept 

:trie  Stores/retail  33%  56.7  42.0  256.6        NM  3.40  4.18  14.66  July 

alt  Disney  Productions/recreation  42%  327.0  67.4  251.5        NM  4.14  10.11  32.13  June 


ash  and  equivalents  =  cash  -I-  marketable  securities  and  short-term  investments, 
mpanv  has  either  no  debt  or  insignificant  amounts  of  debt 


Canadian  company;  figures  are  in  Canadian  dollars.    NM:  Not  meaningful  because 
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Cash-rich  companies 


Cash  & 


-Cash  as  %  of- 
current 


Latest 
12-month 


Book 
value 


Latei 


Recent 

alents' 

cuirent 

liabil- 

term 

earnings 

Cash  per 

per 

balani 

Company/industry 

price 

(mil) 

assets 

ities 

debt 

per  share 

share 

snare 

shefl 

Maytag/home  appliances 

26% 

$  55.0 

41.9% 

188.1% 

NM 

$  3.02 

$  4.13 

$12.80 

jum 

Falconbridge  Nickel  Mines  Ltd2/mining 

116 

278.5 

46.8 

185.3 

97.4% 

19.69 

55.93 

98.61 

Sep 

Tecumseh  Products/climate-control  equip 

67  . 

88.7 

34.5 

164.2 

NM 

7.78 

16.22 

54.33 

lunt 

tiiiion  nuieis/nuteis 

124.0 

68.0 

157.4 

100.4 

3.91 

4.71 

1  4  79 

)un< 

Kaiser  Steel/integrated  steel 

43  % 

268.0 

54.1 

138.9 

87.6 

17.28 

38.17 

72.48 

Sep 

Thomson  Newspapers  Ltd2/publishing 

22 

57.6 

54.3 

133.6 

143.6 

1.40 

1.17 

2.54 

Jum 

St  Regis  Paper/paper  and  forest  prods 

34 

498.0 

45.7 

128.7 

66.8 

5.24 

15.45 

37.00 

Sep 

Roadway  Express/trucking 

273/* 

O  1  74 

o^i  n 
Zo  1  .u 

79  6 

M&  1 

MM 
IN  iVl 

1  37 

1  1  70 

1  Q  ft7 

1  J.O  f 

oepi 

American  Home  Products/propr  drugs 

265/s 

517.5 

31.7 

117.8 

NM 

2.75 

3.32 

7.83 

Sepi 

Northwestern  Steel  &  Wire/spec  steel 

24% 

63.4 

37.0 

117.0 

NM 

3.03 

8.45 

33.44 

Fun 

Illinois  Tool  Works/building  hardware 

27% 

68.0 

35.1 

108.8 

NM 

3.38 

5.56 

20.15 

Sep] 

Tyco  Laboratories/precision  instruments 

dX*L 
Hj  /4 

^o  ^ 

J7.J 

3";  0 

JJ.7 

f\  on 
o.yu 

1  d  Id 

T)  01 

zz  .v  1 
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Masco/home  fixtures 

30% 

108.0 

24.4 

103.9 

34.8 

2.90 

4.39 

10.40 

|un< 

Syntex/ethical  drugs 

57 '% 

179.4 

42.4 

102.7 

166.7 

4.28 

10.34 

19.68 

July 

General  Portland/cement 

22% 

36.7 

39.3 

102.4 

59.5 

4.06 

5.30 

25.06 

Sepi 

Clark  Oil  &  Refining/gasoline  marketing 

1  09  7 

jO.j 

i  n  i  i 

496  6 

MM 
1  Z.I  z 

96  7^ 

ZD.  /  0 

Sepi 

Manitowoc/construction  machinery 

22% 

57.4 

42.8 

100.9 

NM 

2.36 

5.37 

12.45 

Sepi 

North  American  Coal/coal 

38% 

60.4 

49.1 

100.3 

15.3 

3.81 

18.08 

24.20 

lunt 

Republic  Corp/multicompany 

27% 

34.2 

28.2 

100.2 

65.4 

4.44 

12.82 

30.90 

July 

A  firtl  nn  I*  nnffii  hr*  ma?  mo 
/vuuipii  V_ UUI 3/ UI t  W lilt-, 

19% 

120.0 

35.4 

100.0 

NM 

2.04 

3.43 

19.71 

lunt 

Communications  Satellite/telecomm 

40% 

48.2 

44.3 

98.8 

855.6 

4.51 

6.02 

50.69 



Sepi 

Alexander  &  Baldwin/sugar 

40% 

80.2 

44.7 

96.9 

43.8 

6.92 

8.80 

32.79 

Sepi 

Louisiana  Land  &  Explor/oil  &  gas  prod 

58% 

170.0 

55.0 

94.4 

161.9 

4.54 

4.48 

18.20 

Sepi 

Cf            W  inprolc/rno  I  Aiil   tn pto lc 
Jl  JUC  Li  1 1 1  It  I  ill  o  L  \  hi  1  CX  IllCLdio 

/  U  /8 

9 1  q  6 

40  3 

94  9 

43  7 

4  93 
4,zo 

9  76 

96  96 

Consolidated  Papers/paper  products 

30 

37.4 

27.1 

91.4 

145.0 

4.88 

3.49 

24.98 

Sepi 

National  Gypsum/building  materials 

23% 

86.6 

22.0 

88.1 

61.5 

3.56 

5.23 

28.48 

Sepi 

Parsons  Corp/construction 

50% 

115.3 

54.8 

87.8 

539.2 

2.13 

9.48 

8.63 

Sepi 

NVF/sfpp] 

1  »  V  L 1  J  ILL  1 

4% 

334.3 

47.9 

87.2 

55.7 

0.45 

4.38 

2.07 

I  tine 

Ametek/precision  instruments 

28% 

40.7 

28.1 

82.9 

75.7 

2.01 

3.78 

11.27 

Sepi 

American  Broadcasting  Cos/broadcasting 

30% 

210.0 

26.5 

81.7 

107.7 

5.41 

7.50 

24.41 

[unt 

Hudson  Bay  Mng  &  Smelting  Ltd2/mining 

38% 

121.0 

34.8 

81.2 

96.0 

4.49 

11.98 

32.84 

Iun< 

Rio  Algom  Ltd^/uranium  mining 

07  /8 

i  nn  7 

9  3  ^ 

an  n 

101  d 

6  an 

7  na 

/  .Uo 

39  n7 

June 

Kelly  Services/temp  office  personnel 

32% 

16.5 

26.1 

78.9 

NM 

3.28 

3.52 

13.62 

Iun< 

Servicemaster  Inds/health-care  services 

31% 

8.0 

25.0 

75.6 

NM 

1.30 

0.86 

3.96 

Jun< 

Bandag/tire  &.  rubber 

23% 

31.8 

20.2 

75.4 

255.5 

2.16 

2.67 

11.79 

Sept 

r\UllUlK  OC  wVcalciII  IxdlirUdU/rdliruaU 

44% 

9^8  0 

47  3 

74  4 

^3  n 

JO  .u 

6  ^6 
0.00 

a  na 

47  7^ 

Sept 

Natomas/oil  &  gas 

38% 

258.0 

55.2 

74.3 

64.5 

3.90 

4.99 

12.55 

June 

Media  General/publishing 

32% 

23.2 

30.2 

73.9 

63.7 

3.89 

3.24 

15.59 

Sepi 

Subaru  of  America/automotive 

15% 

36.3 

42.8 

73.0 

NM 

2.55 

6.05 

6.29 

July 

ixcuiiitiii  liiuusiries'iuuuiic  nuiiies 

93  l 

id.  1 

o 

79  a 

/  Z.O 

^  no  n 

0U7.U 

n  a9 

W.Oi 

9  ^n 

4  64 

DeSoto/specialty  chemicals 

14% 

23.5 

24.2 

70.6 

80.2 

2.36 

4.26 

17.10 

Sept 

Missouri  Pacific/railraod 

86% 

295.0 

49.9 

70.5 

29.0 

11.18 

19.00 

45.02 

Sept 

Schlumberger,  Ltd/oilfield  services 

1 105/« 

1,102.0 

40.3 

70.2 

255.1 

4.56 

5.78 

12.78 

lune 

Rnpino  iprficn'irp 

34 'A 

T  173(1 
Z,  1  /  O  ,\J 

<;<;  n 

JJ.U 

69  9 

MM 

IN  IVl 

<s  94 

99 

21.65 

June 

Clorox/household  products 

10% 

64.5 

32.1 

69.7 

173.4 

1.44 

2.80 

7.84 

June 

Reeves  Brothers/textiles 

32% 

25.6 

18.7 

69.6 

100.6 

6.74 

11.11 

51.63 

Sept 

Bliss  &  Laughlin  Industries/tools 

15 

17.7 

18.0 

69.4 

57.1 

2.40 

2.46 

14.65 

June 

Ldtlvllv        -t 1  Id  I  Li  l  til 

36  8 

37  8 

67  4 

39  n 

OZ.U 

3  69 

a  43 

26.86 

June 

Placer  Development  mining 

24% 

58.6 

38.8 

67.0 

46.1  ■ 

2.45 

1.61 

10.15 

lune 

Chemed/chemical 

39% 

37.7 

22.6 

66.6 

NM 

2.90 

3.79 

15.84 

Sept 

Nalco  Chemical/chemical 

44% 

49.2 

24.0 

66.0 

427.8 

3.32 

2.47 

14.09 

June 

Standard  Oil  of  Ohio/oil  &  gas  retailing 

66% 

1,880.7 

53.5 

65.8 

60.0 

7.30 

7.66 

12.58 

Sept 

Schering-Plough/drugs 

39% 

345.0 

30.1 

65.0 

NM 

4.58 

6.50 

20.63 

June 

Church's  Fried  Chicken/fast  foods 

25% 

21.6 

57.0 

64.9 

156.5 

2.93 

1.72 

11.12 

Sept 

Federal  Paper  Board/packaging 

28 

33.4 

21.2 

63.9 

20.1 

3.88 

4.61 

24.15 

Sept 

Westvaco/packaging 

34% 

89.7 

25.4 

63.6 

34.1 

5.31 

5.31 

35.96 

July 

! 


'Ci-sh  and  equivalents  =  cash  +  marketable  securities  and  short-term  investments  Canadian  company;  figures  are  in  Canadian  dollars  NM:  Not  meaningful  becausa 
company  has  either  no  debt  or  insignificant  amounts  of  debt. 
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Is  the  easiest  way  to  use  me 
already  in  your  wallet ? 


DAVID  P  COOK 
4  WOOD  HOLLOW  ROAD 
PARSIPPANY  NJ  07054 


Sometimes  you  forget  just  how  convenient  your 
Bell  Credit  Card  is,  especially  when  you  use  it  with  me, 
your  public  phone. 

You  can  call  on  it  anywhere,  talk  at  any  length, 
without  worrying  about  the  correct  change. 
What's  more,  you'll  get  a  complete  record  of  your  calls  every  month. 
If  you  don't  already  have  a  card,  call  your  Bell  Business  Office  to  apply  for  one. 
And  wherever  your  travels  take  you,  remember  to  use  us  together. 


-  my  cnrwr  c  ftRn  ^umsct  «  -  Cfl 
201-555-1234-6016 


I'm  your  branch  office. 


Cash-rich  companies 


-Cash  as  %  of  

current  long- 
liabil-  term 
ides 


:ompany/industry 


Recent 
price 


Cash  & 
equiv- 
alents1 
(mil) 


current 

assets 


ICIUI 

debt 


Latest 
12-month 
earnings 
per  share 


Cash  per 
share 


Book 
value 
per 
snare 


Latest 
balance 
sheet 


remier  Industrial/ind  maint  prods 
CH/specialty  chemicals 
lectronic  Data  Systems/computer  svs 
ack  Eckerd/drugstores 


36  % 
24% 
31% 
36 '/a 


19.4 
42.5 
26.4 
75.7 


17.0% 
25.3 
29.6 
19.9 


63.4% 
63.2 
62.5 
62.0 


NM 

988.4% 

181.4 

757.0 


$3.07 
2.68 
2.11 
2.92 


$1.87 

3.95 
1.88 
3.20 


i  10.20 
12.82 
10.33 
16.22 


Aug 
luly 
June 
Aug 


astman  Kodak/photography 
ntl  Flavors  &  Fragrances/cosmetics 
eneral  Host/food  processing 
utler  Manufacturing/building 


68  Vi 
20% 
17% 
27'/4 


1,256.5 
53.2 
29.1 
28.9 


24.4 
18.3 
24.8 
18.3 


61.8 
61.5 
60.9 
60.8 


NM 
NM 

33.9 
90.9 


7.07 
1.79 
7.83 
3.37 


7.79 
1.45 
10.35 
5.21 


35.19 
8.38 
28.44 
27.68 


Sept 
June 
June 
Sept 


iulf  Resources  &  Chemicals/metals 
iledtronic/health-care  products 
err  Glass  Mfg/glass  containers 
itl  Paper/paper  &  paper  prods 


22'/« 
43 'A 

42 


69.1 
38.8 
25.3 
400.0 


24.1 
20.2 
20.6 
26.6 


60.4 
59.8 
58.3 
57.9 


28.9 
373.1 
34.9 
42.6 


1.91 

2.63 
1.67 
5.24 


8.99 
2.52 
6.36 
8.13 


15.91 
11.19 
21.06 
52.96 


June 
July 
June 
June 


layboy  Enterprises/publishing 
ross  &  Trecker/machinery 
anadian  Pacific  Ltd2/railroad 
herwin-Williams/paints 


15 

34  % 
51% 
38% 


71.4 
52.2 
1,392.0 
103.0 


42.9 
23.7 
36.0 
20.0 


57.5 
56.9 
55.7 
55.4 


363.5 
339.0 
49.3 
45.6 


1.31 
2.81 
7.66 
5.25 


7.59 
4.21 
19.42 
21.13 


9.83 
12.02 
41.17 
54.08 


June 
June 
June 
June 


Loore  McCormack  Res/transportation 
mpco-Pittsburghymetal  products 
ichardson-Merrell/propr  &.  ethical  drugs 
D  Searle/ethical  drugs 


48 'A 
28'/2 
29 '/b 
20% 


46.6 
30.5 
152.0 
267.0 


28.4 
20.6 
26.5 
39.1 


55.1 
54.2 
54.2 
54.2 


16.9 
32.9 
186.0 
291.2 


8.20 
4.95 
3.56 
1.76 


8.17 
10.58 
6.56 
5.06 


48.98 
27.45 
18.47 
9.17 


June 
June 
June 
June 


i  eledyne/multicompany 

stol-Myers/toiletries  &  drugs 
orton  Simon/food  processing 
ewmont  Mining/metals 
wa  Beef/beef  packing 


187% 
46 
165/b 
54% 
44% 


200.4 
325.0 
447.0 
108.0 
54.7 


27.3 
21.9 
23.6 
23.8 
20.3 


53.6 
53.5 
53.4 
53.2 
53.1 


31.6 
275.4 
68.3 
71.5 
66.6 


20.95 
3.94 
2.57 
8.83 
4.87 


14.55 
4.95 
9.31 
4.22 
5.58 


72.38 
15.72 
20.38 
29.19 
27.53 


Sept 
June 
June 
June 
July 


ash  and  equivalents  =  cash  +  marketable  securities  and  short-term  investments 
mpany  has  cither  no  debt  or  insignificant  amounts  of  debt. 


Canadian  company;  figures  are  in  Canadian  dollars.    NM:  Not  meaningful  because 


vision  funds  are  buying  bricks  and  mortar 
ft  the  can't- lose  investment  of  the  Eighties — 
\just  the  greater  fool  theory? 


One-decision 
real  estate? 


By  Howard  Rudnitsky 


ENSION      FUND      MANAGERS — like 

most  investors — follow  the  herd. 
In  the  Sixties,  these  professional 
iy  men  thundered  into  one-decision 
th  stocks  such  as  Avon  and  Xerox. 

came  the  Seventies,  and  index 
■  were  all  the  rage.  Now,  the  peer 
re  involves  yet  another  can't-miss 
tunity:  real  estate, 
r  the  past  two  years,  pension  funds 
anted  up  more  than  $4  billion  in 


cash  to  buy  office  buildings,  shopping 
centers  and  industrial  parks  from  Cali- 
fornia to  Massachusetts.  Operating  large- 
ly through  a  handful  of  pooled  invest- 
ment funds,  they  now  own  more  than  $6 
billion  worth  of  real  estate.  That,  of 
course,  is  a  mere  2'/2%  of  the  $230  bil- 
lion held  in  bulging  private  pension  port- 
folios, but  property  investments  are  by 
far  the  fastest-growing  segment. 
"They're  where  the  action  is,"  says 
James  Trucksess,  a  Citibank  senior  vice 
president.  "When  fund  managers  come 


to  talk  to  our  investment  people  today, 
the  first  thing  they  ask  about  is  real 
estate — not  stocks  or  bonds." 

Not  surprisingly,  scores  of  real  estate 
professionals  are  scrambling  to  help 
cash-rich  pension  investors  get  a  piece  of 
the  action.  Prudential  Insurance  Co.  got 
the  ball  rolling  ten  years  ago  when  it 
launched  its  pioneering  Property  Invest- 
ment Separate  Account  (PRISA),  which 
operates  much  like  an  open-end  mutual 
fund  for  institutional  property  invest- 
ments. This  gives  fund  managers,  who 
may  ante  up  as  little  as  $100,000  to  buy 
in,  the  diversification  and  liquidity — at 
least  in  theory — that  are  lacking  in  indi- 
vidual real  estate  investments.  Also,  it 
gives  Prudential  a  burgeoning  source  of 
fee  revenues:  PRISA  will  take  in  over  $25 
million  this  year  for  managing  its  $2 
billion  portfolio. 

Such  success  has  attracted  scores  of 
competitors,  and  now  hardly  a  month 
goes  by  without  yet  another  insurance 
company  expanding  its  pension  fund  real 
estate  operations.  Phoenix  Mutual  Life, 
for  example,  just  jumped  on  the  band- 
wagon and  set  up  a  pooled  real  estate 
fund  of  up  to  $50  million,  and  there  are 
rumors  that  Connecticut  General  may 
soon  launch  a  similar  venture.  Mean- 
while, late-starting  Metropolitan  Life, 
which  recently  paid  a  record  $400  mil- 
lion for  New  York's  Pan  Am  Building,  is 
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putting  $250  million  of  its  invest- 
ment into  two  new  pooled  pension 
fund  accounts.  What  better  way  to 
move  into  a  fast-growing  new  busi- 
ness than  with  the  lure  of  a  glamor- 
ous property? 

Brokers  and  banks  are  part  of  the 
action  too.  The  big  brokerage  firm 
Coldwell,  Banker  has  already  set  up 
five  closed-end  property  funds  for 
institutional  investors.  Citicorp 
and  First  Chicago  also  have  signifi- 
cant real  estate  programs.  At  Citi- 
corp a  56 -person  staff  is  aggressive- 
ly shopping  for  properties  and 
structuring  exotic  investment  op- 
tions that  range  well  beyond  con- 
ventional equity  ownership.  These 
include  leveraged  income  funds 
and  funds  that  primarily  buy  sec- 
ond mortgages  with  equity  kickers. 

There  are  obvious  reasons  why  pen- 
sion fund  managers  find  real  estate  at- 
tractive. The  1974  pension  reform  legis- 
lation encourages  retirement  funds  to  di- 
versify their  assets,  and  inflation  is 
wrecking  the  performance  of  conven- 
tional fixed-income  holdings  like  bonds 
and  mortgages.  Equity  investments  in 
well-located  office  buildings  or  shopping 
centers,  on  the  other  hand,  offer  two  key 
advantages:  gradually  rising  yields  as 


Building  empires 


Pension  funds  are  scrambling  to  invest  in  real 
estate.  The  move  is  a  major  opportunity  for 
professional  investment  advisers.  Below,  the 
top  nine  money  managers  in  the  field,  with  an 
indication  of  how  their  assets  are  expanding. 


Company 


Pension  real  estate  % 
assets  under  management  increase  since 
(millions)  12/31/78 


Prudential  Insurance  $2,097 

Equitable  Life  Assurance  1,300 

Rosenberg  Real  Estate  Funds  650 

Citicorp  500 

Aetna  Life  &  Casualty  38 1 

Coldwell,  Banker  350 

John  Hancock  Mutual  Life  310 

First  Chicago  274 

The  Travelers  162 


192% 

344 

542 

250 

646 

219 

517 

171 

324 


rents  go  steadily  higher,  and  the  poten- 
tial for  significant  asset  appreciation  in 
an  inflationary  environment  as  property 
values  rise.  Already,  Paul  Braverman, 
who  runs  Digital  Equipment  Corp.'s  cor- 
porate pensions  program,  has  earmarked 
over  15%  of  his  money  for  real  estate.  "It 
has  certainly  done  better  than  other  in- 
vestments recently,  and  we  plan  to  con- 
tinue adding  to  our  holdings  so  long  as 
that  continues,"  he  says. 

Like  most  investment  managers  with 


a  product -to  sell,  the  men  who 
pooled  real  estate  funds  are  cage 
talk    about    their  performai 
PRISA  posted  a  20%  annual  ret 
in  1978  and  an  even  more  imp 
sive  24%  for  1979  and  the  first 
months  of  this  year.  That's  far  I 
ter  than  most  bond  portfolios 
many  stock  portfolios  over 
same  period.  In  addition,  PR 
claims  to  have  increased  its 
asset  value  per  unit  of  investm 
by  an  average  of  1 1 .6%  annaj 
over  the  past  ten  years,  perl 
mance  superior  to  the  major  stj 
and  bond  indices.  "Our  inerg 
has  been  steady  rather  than  in 
very  erratic  manner  that  the  on 
markets  behave,"  says  Meyer  M 
nikoff,  senior  vice  president  ; 
actuary  at  the  Pru.  "That  makes  \ 
estate  an  excellent  vehicle  for  pens 
funds.  They  like  reliability." 

And  owning  prime  properties  ol 
reliability — up  to  a  point.  Until  1978J 
example,  most  of  a  typical  real  esl 
fund's  increase  was  coming  from  a  rid 
current  return,  and  little  of  the  total 
turn  on  investment  came  from  price 
preciation — calculated  quarterly  by  in 
pendent  appraisers  to  reflect  income  J 
replacement  cost.  Make  the  comparil 


Regional  shopping  centers  in  Texas  and  Florida;  San  Francisco  's  Hyatt  I  niun  hotel 
Prudential  paid  over  $200  million  this  year  to  add  these  properties  to  its  pension  fund  account.  Other  money  manaq 
are  vying  to  find  similar  choice  real  estate  investments. 
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Eastman  Kodak  Company,  1980 


"Is  that  what  they  taught  you  at  repair  school,  Larson* 
A  good  swift  kick?" 


Larson  doesn't  work  for  Kodak.  Our  busi 
$ess  machines  are  designed  for  quick,  easy  mainte 
jnce,  and  our  service  people  are  equipped  with  the 
jry  finest  equipment  and  techniques.  All  of  which 
Eliminates  the  need  for  "impact  adjustments." 

The  way  we  look  at  it,  Kodak  people  actu 
work  for  you.  So  they're  stationed  nearby  to  pro 
ie  prompt  service.  They're  dedicated  to  one  ideal 
keep  your  work  flowing.  Nothing's  more  important 
ian  that.  Count  on  it. 

j/rite:  Eastman  Kodak  Company, 
;D0455  ,  Rochester,  N.Y  14650. 

Kodak  service:  Good  training, 
good  tools,  good  people. 


Kodak  Ektaprint  150AF  copier-duplicator 


with  a  stock  market  mutual  fund:  Divi- 
dend yield  was  rising  fast  as  the  market 
value  of  the  portfolio  inched  up  slowly. 
Today,  the  reverse  is  true.  PRISA's  cur- 
rent yield,  for  example,  peaked  in  early 
1979  at  91/2%  and  has  since  fallen  slight- 
ly because  some  recently  acquired  prop- 
erties are  yielding  as  little  as  6%.  But 
price  appreciation  has  spurted  from  un- 
der 3%  annually  to  15%  at  present.  Oth- 
er funds  have  fared  similarly. 

Such  results  are  unprecedented,  and 
they  may  be  a  bit  misleading:  Compare 
what  is  happening  to  real  estate  funds 
with  a  conventional  mutual  fund  again. 
Dividend  yield  is  falling,  but  stock  prices 
are  now  soaring.  However,  when  the  as- 
sets are  office  buildings  and  shopping 
centers,  appreciation  figures  are  really 
little  more  than  educated  guesses,  de- 
spite the  sobersided  formal  appraisals. 


Claude  N.  Rosenberg  fr 


The  list  of  institutions  leading 
pension  funds  into  the  unchart- 
ed world  of  real  estate  has  a 
familiar,  comforting  ring:  Prudential, 
Equitable,  Rosenberg.  .  .  .  Rosenberg? 
That's  right,  the  nation's  third-largest 
manager  of  commingled  pension  real 
estate  investments  is  San  Francisco- 
and  Chicago-based  Rosenberg  Real  Es- 
tate Equity  Funds  with  $650  million  in 
assets  subscribed  and  growing  fast. 

While  Rosenberg  isn't  exactly  a 
household  word,  the  name  has  long 
been  familiar  to  well-informed  inves- 
tors. Claude  N.  Rosenberg  Jr.  made  his 
reputation  as  a  Sixties  growth-stock 
analyst  and  author  of  Psy  cho-cybernet- 
ics and  the  Stock  Market  and  other 
books.  In  1970  he  set  up  Rosenberg 
Capital  Management  and  soon  be- 
came interested  in  real  estate.  "We're 
intrinsic  value  people,"  Rosenberg 
says,  "so  we  talked  to  a  lot  of  fancy, 
wraparound-mortgage  types  before  we 


Stocks  and  bonds  are  sold  every  day — the 
Pan  Am  Building  isn't. 

This  makes  a  few  pension  managers 
cautious  about  the  current  real  estate  eu- 
phoria. "Some  buyers,  particularly  those 
new  to  the  game,  are  betting  on  future 
rent  increases  and  appreciation  to  make 
today's  high  prices  justifiable,"  says  Mar- 
tin Cleary,  senior  vice  president  of  the 
$16  billion  New  York-based  TIAA-CREF, 
a  pension  fund  for  teachers.  "In  some 
cases,  they  have  to  be  looking  for  an 
exceedingly  high  inflation  rate  for  the 
investments  to  be  plausible." 

Part  of  the  problem  is  what's  known  as 
the  eagerness  factor.  There  may  be  more 
pressure  for  buyers  to  acquire  properties 
than  for  sellers  to  dispose  of  them.  It  can 
cost  a  potential  real  estate  investor  as 
much  as  $200,000  and  considerable  time 
to  investigate  a  large,  complex  office 


found    someone    who    shared  our 

views." 

The  man  he  found  was  Paul  Sack, 
53,  a  private  developer  with  a  Harvard 
M.B.A.,  who  brought  in  Coldwell, 
Banker  veterans  Johnson  S.  Bogart, 
52,  and  Alander  F.  Hogland,  57.  In 
1975  they  launched  RREEF,  a  partner- 
ship in  which  Rosenberg  Capital 
Management  is  the  largest  owner. 

Clients  are  blue-chip  pension  funds 
like  those  of  Standard  Oil  of  Califor- 
nia and  Xerox.  Today,  there  are  four 
West  Coast  pooled-investment  funds, 
two  Midwest  funds  and  one  national 
fund,  the  $300  million  RREEF  USA-I. 
Each  Rosenberg  offering  since  the 
first  two  has  been  fully  subscribed  by 
pension  funds  on  opening  day — ex- 
cept the  giant  RREEF  USA-I.  Says 
Sack,  "We  only  get  $185  million  com- 
mitted the  first  week." 

He  attributes  the  firm's  success  to 
conservative  investment  policies. 
RREEF,  for  example,  makes  equity  in- 
vestments only  in  carefully  selected 
office  buildings,  shopping  centers  and 
industrial  parks.  And  its  funds — un- 
like those  sponsored  by  most  insur- 
ance companies — are  closed  end, 
limited  to  a  fixed  amount  of  capital 
invested  for  a  fixed  period  of  time. 

RREEF,  however,  can  still  compete 
with  the  big  boys  for  properties  like 
the  Equitable  Plaza  in  Los  Angeles, 
which  it  bought  recently  for  $45  mil- 
lion— and  the  Pan  Am  Building, 
which  it  lost  in  the  last  bidding  round 
to  Metropolitan  Life.  But  the  firm's 
most  valuable  asset  may  be  the  repu- 
tation of  its  52-year-old  founder.  Says 
Paul  Sack:  "Claude  Rosenberg  gave  us 
a  credibility  with  pensions  that  many 
other  real  estate  guys  just  didn't 
have.  "—Seii  comb  Stillu  ell 


building  or  shopping  center  purch 
"With  those  pressures,  a  guy  can't  cc 
away  empty-handed  for  long — especi 
if  he's  being  compensated  through  a 
nus  bid  or  percentage  of  the  deal,"  s 
another  real  estate  man. 

Pension  funds  also  face  growing  c< 
petition  for  prime  properties  from  tl 
European  counterparts.  Traditionally, 
cause  of  their  earlier  experience  witn 
flation,  these  foreign  funds  have  kepi 
to  a  third  of  their  assets  in  real  est! 
now  they  want  to  diversify  into  No 
America.  Earlier  this  year,  for  exam) 
the  British  Coal  Board's  pension  fj 
bought  the  entire  inventory  of  the  C01 
nental  Illinois  Properties  REIT  for  an 
$160  million.  Similarly,  Royal  Du| 
Shell's  retirement  fund  last  year  boil 
New  York's  Celanese  Building  for  $| 
million  and  launched  a  ioint  ven« 
with  Houston  developer  Gerald  Hinei 
invest  in  new  office  buildings. 

European  investors  will  often  acq 
rock-bottom  yields — and    this  dri 
prices  up  still  further.  Some  U.S.  hi 
have  recently  been  forced  to  accept 
or  less  in  sealed  bidding  contests 
properties  that  only  a  few  years 
yielded  8%  to  9%.  There  is  evej 
rumor  that  Met  Life's  purchase  off 
Pan  Am  Building  was  made  at  under 
because  of  the  firm's  eagerness  to  rd 
into  the  booming  pension  fund  reall 
tate  business.  Frank  Rudavsky,  a  1 
vice  president  won't  comment  on 
building's  current  return.  "That  doe) 
mean  very  much,"  he  claims.  "Wb 
important  is  the  maturity  and  age  ofl 
leases.  A  great  number  of  old  ones  in 
Pan  Am  Building  expire  in  three  to 
years." 

For  the  moment,  everyone  still  la 
like  a  winner.  As  big-ticket  real  es| 
prices  keep  spiraling,  so  do  appraised 
ues  of  existing  pooled  fund  portfolios, 
too,  do  the  fees  that  many  real  es 
fund  managers  receive,  since  they  I 
typically  1%  to  \  XU%  of  total  assets 
der  management. 

As  the  ultimate  signal  that  real  esi 
has  arrived,  a  California  professor 
even  created  a  special  Modern  Portfi 
Index  to  help  pension  managers  de« 
how  much  to  buy.  Still,  many  mai 
observers  feel  that,  for  the  short  terc 
least,  prices  on  large  commercial  pro 
ties  are  starting  to  get  out  of  hj 
Notes  Cleary:  "I  went  to  lunch 
week  and  talked  to  some  real  esl 
investors  who  concluded  that  the  'gr 
er  fool'  theory  is  at  work.  Who's  go 
to  be  the  last  fool  in?" 

Real  estate — along  with  stocks,  be 
and  mortgages — certainly  deserve: 
place  in  pension  fund  portfolios.  An 
has  been  grossly  underrepresented  in 
past.  But  today's  rush  to  ride  the  la 
group-think  wave  is  likely  to  leave  so 
of  the  eager  participants  in  dangen 
uncharted  waters.  ■ 
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Best  seller 

The  number  one  twin-aisle  twin 


Airbus  Industrie 


It  starts  out  innocently 
enougin. 

A  man  tunes  in  a 
football  game  and  tunes  out  his 
wifes  attempts  to  be  heard. 

A  woman  gets  so 
wrapped  up  in  her  problems  she 
barely  listens  as  her  husband 
talks  about  his  own. 

And  before  long,  without 
even  realizing  how  it  came 

about,  a  deadly  silence  starts  to  w^w'J 
grow  between  them. 

The  fact  is,  listening,  like 
marriage,  is  a  partnership;  a 
shared  responsibility  between 
the  person  speaking  and  the 
person  listening.  And  if  the 
listener  doesnt  show  genuine 
interest  and  sensitivity  to  what's 
being  said,  the  speaker  will  stop 
talking.  And  the 
communication  will  fail. 

Which  is  why  we  at 
Sperry  feel  it's  so  critical  that  we 

all  become  better  listeners.  In  our  homes.  And  in  our  businesses. 

We've  recently  set  up  special  listening  programs  that  Sperry  personnel 
worldwide  can  attend.  And  what  were  discovering  is  that  when  people  really  knov 
how  to  listen  (and  believe  us,  theres  alotto  know)  they  can  actually  encourage 


tat 


W  POINT  OF  TALKING, 
LISTEN  TO  ME,  ANYWAY." 


am 


te  speakers  to  share  more  of  their  thoughts  and  feelings,  bringing  everyone 
oser  together 

Which  is  of  great  value  to  us  when  we  do  business. 
And  perhaps  even  greater  value  when  we  go  home. 


We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment,  Sperry  Vickers  fluid  piwer 
systems,  and  guidance  and  control  equipment  from  Sperry  division  and  Sperry  Flight  Systems. 


WHAT'S  CONTINENTAL  TELEPHONE 
DOING  WAY  OUT  HERE? 


Continental  Telephone 
Corporation  has  a  mission 
in  space.  Just  as  it  does  in 
Manassas,  Virginia.  And  in 
Freeport,  Illinois.  And  in 
2,000  other  down-to-earth 
communities. 

American  Satellite 
Company,  our  joint  venture 
partnership  with  Fairchild 
Industries,  makes  high  speed 
voice,  data  and  image  trans- 
mission an  integral  part  of 
our  business.  It  is  an  impor- 
tant part  of  our  becoming  a 
dynamic  force  in  providing 
integrated  telecommunica- 
tions services. 

Another  important  link  is 
Executone,  Inc.,  a  subsidiary 
of  Continental.  Executone 
provides  terminal  equip- 
ment, including  intercom, 
paging  and  PABX  systems 
for  businesses,  hospitals  and 
other  institutions.  And  cable 
TV  is  provided  in  selected 
markets  through  Omni 
Communications . 

Network  Analysis 
Corporation,  another  sub- 
sidiary of  Continental,  ties  it 
all  together.  It  gives  us  the 
advanced  know-how  to 
integrate  voice  and  data  net- 
works to  meet  customers' 
needs  in  the  rapidly  chang- 
ing world  of  telecommuni- 
cations. Which  brings  us  full 
.circle.  From  Earth  to  the 
heavens  and  back. 

We  have  never  lost  sight 
of  our  primary  goals  as  a 
phone  company.  But  we 
hear  the  future  calling. 

© 

Continental  Telephone 
Corporation 
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:k  Jacobs  and  Donald  Kahan  aren't  build- 
I  shopping  centers  the  usual  way— just 
>atever  way  seems  to  work  best. 


The  flexible 
flyers 


and  Illinois  projects,   foreign  money. 

This  flexibility  has  turned  Jacobs/Ka- 
han  into  one  of  the  fastest-growing — 
and  most  aggressive — shopping  center 
developers  in  the  U.S.  "That's  always 
been  their  nature,  to  bull  ahead,"  says 
Jerry  M.  Reinsdorf  of  Balcor  Co.,  a  Chi- 
cago realty  investment  firm.  A  decade 
ago  Jacobs/Kalian  wasn't  among  the 
country's  top  50  developers.  Now,  with 
65  strip  centers  and  6  major  malls,  it  is 
in  seventh  place  and  apparently  headed 
for  fifth.  The  18.5  million  square  feet  of 
space  the  firm  manages  in  14  states 
yields  annual  revenues  of  over  $100  mil- 
lion and  has  produced  an  estimated  net 
worth  of  $125  million.  During  the  next 
five  years  Jacobs/Kahan  will  spend  $700 
million  on  eight  new  malls — some  7.2 
million  square  feet — in  Colorado,  Lou- 
isiana, Pennsylvania  and  Texas. 


By  Bob  Tbmarkin 


<i  West  Beaumont,  Tex.  the  Park- 
ale  Mall  is  slated  soon  to  virtually 
ouble  in  size,  to  1.6  million  square 
making  it  the  largest  enclosed  shop- 
center  in  the  state.  But  that  is  only 
vay  in  which  Parkdale  is  unique.  It 
ing  built  by  two  of  the  nimblest 
s  in  the  business — Chicago  devel- 
Jack  Jacobs  and  Donald  Kahan — 
are  relative  newcomers  to  the  shop- 
center  game  and  even  to  real  estate. 

might  say  they  were  accidentally 
ozed  into  the  business.  Back  in  1962 
s  was  selling  everything  from  worn- 
jlouses  to  baseball  bats  at  his  dis- 
t  store  on  Chicago's  South  Side 
a  new  expressway  was  routed 
gh  his  front  door.  So  he  decided  to 
is  hand  at  real  estate,  and  by  1967 
d  on  to  development  by 
ing  a  K  mart  in  Waterloo, 
He  has  since  built  65 
Kahan,  Jacobs'  lawyer, 
d  the  company  as  a  full 
er  in  1972.  Between  them, 
provided  just  the  right 
istry  for  growth. 
|ng  a  Johnny-come-lately 
ts  advantages.  The  pair 
accustomed  to  doing 
s  the  old  way.  "We're  not 
i  by  nostalgia  of  what  was, 
A'hat  will  be,"  says  Kahan, 
rw  president  of  Jacobs/Ka- 
Co.,  privately  owned  by 
wo  partners.  Those  big 
rs  that  lenders  demand  for 
lg  up  money  these  days 
bother  them.  They'll  do 
:ver  it  takes  to  make  a 
n  Beaumont  they  used  $25 
m  of  pension  fund  money 
117).  In  Louisville,  Colo, 
marillo,  Tex.  they  teamed 
ith  Sears,  Roebuck's  Ho- 
Development  subsidiary, 
la  Park,  111.  they  used  pri- 
nvestors:  in  other  Texas 


Shopping 
Why  cry 


center  developers  Kahan  ( left )  and  Jacobs 
over  the  way  deals  used  to  be  made? 


Building  K  marts  was  one  thing,  big 
malls  that  would  attract  major  depart- 
ment stores  quite  another.  Jacobs/Kahan 
began  acquiring  the  knowhow  seven 
years  ago  by  buying  Sikes  Senter,  an  un- 
finished 300,000-square-foot  shell  in 
Wichita  Falls,  Tex.  The  move  gave  the 
firm  its  credibility.  Sikes  was  more  than 
doubled  in  size,  attracting  as  anchors 
Penney  and  such  local  department  stores 
as  Dillard's  and  Perkins-Timberlake.  Ja- 
cobs/Kahan then  built  in  other  Texas 
towns  like  Brownsville,  Amarillo  and 
Waco  and  in  Greeley,  Colo.  A  change  in 
K  mart's  strategy  also  helped.  No  longer 
content  to  be  an  anchor  in  small  strip 
centers,  K  mart  moved  into  several  Ja- 
cobs/Kahan regional  centers  alongside 
Sears  and  other  major  stores. 

Jacobs/Kahan  has  been  climbing  in  a 
declining  market:  Some  79  regional  cen- 
ters were  built  in  1970,  compared  with 
52  this  year.  Why  the  dip?  Many  of  the 
plum  locations  have  been  picked  off,  and 
today  a  barrage  of  zoning  regulations  and 
environmental  restrictions  can  drag  a 
project  out.  Jacobs/Kahan,  for  example, 
has  so  far  spent  two  years  and  $50,000  on 
an  impact  study  to  persuade  Colorado 
legislators  to  go  along  with  a  proposed  1 
million-square-foot,  $90  million  mall 
nine  miles  from  Boulder.  As  Jacobs  says, 
"We're  not  short  of  tenacity." 

To  ease  the  money  problem,  in  May 
Jacobs/Kahan  took  a  shot  at  using  pension 
funds  to  finance  the  $25  million  Parkdale 
Mall  acquisition.  Real  Estate  Equity  Fund, 
commingled  pension  funds  managed  by 
Citibank,  put  up  the  amount  for  a  10% 
return  off  the  top,  with  an  equal  split  on 
anything  more.  The  deal  enabled  Jacobs/ 
Kahan  not  only  to  lay  off  the  risk,  but  to 
save  $  1  million.  At  current  inter- 
est rates,  Kahan  figures  it  would 
have  cost  $3.5  million  a  year  to 
borrow  the  $25  million.  "We're 
giving  up  equity,"  reasons  Ja- 
cobs. "But  the  funds  are  buying  in 
at  4%  and  5%  below  the  market 
rate."  Pension  funds  will  also 
probably  provide  a  good  chunk  of 
the  $150  million  that  Jacobs/Ka- 
han will  pour  into  its  proposed 
3.5-million-square-foot  Cherry 
Creek  mixed-use  development 
in  Denver. 

Are  pension  funds  the  final 
answer?  Neither  Jack  Jacobs  nor 
Don  Kahan  is  sure.  But  both 
know  they  don't  want  to  learn, 
as  have  their  British  and  Austra- 
lian counterparts,  that  a  devel- 
oper can't  hope  to  retain  equity 
during  long-term  inflation.  In 
those  countries  the  developer 
builds  a  center,  packages  the 
deal,  then  unloads  it  for  a  profit 
and  management  fee.  Says  Ka- 
han: "A  developer  is  becoming 
more  and  more  like  a  manufac- 
turer of  a  product."  ■ 
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IN  THESE 

UNITED  STATES 

REINDUSTRI ALIZATIC 

IS  NOT  JUST 

AN  INTERESTING 

CONCEPT... 

IT'S  A  VITAL 
NECESSITY." 


William  R.  Roesch, 

President, 

United  States  Steel 


SMI 


urn 


There  is  much  discussion 
these  days  on  the  concept 
If  the  ^industrialization  of 
iimerica ...  as  though  we  really  have 
[lay  choice. 

"Consider  where  we  are  headed 
lithout  the  revitalization  of  our 
Industrial  base.  In  recent  years, 
imerica's  industrial  capacity  has 
j  een  weakened  and  eroded.  It  is 
luite  possible  that  before  long  we 
is  a  nation  will  have  lost  our  ability 
Ihd  our  will  to  compete.  We  could 
Become  overly  dependent  on  the 
industry  of  foreign  nations  and  their 
[illingness  and  ability  to  serve 
merica's  needs. 

"fortunately,  this  country  has 
le  potential  to  reverse  this  trend. 

believe  that  U.  S.  Steel  is  well 
fjuipped  to  be  a  prime  mover  in 
Bie  needed  revitalization  process. 

"U.  S.  Steel's  products  and 
(inabilities  are  uniquely  positioned 
|>  serve  the  requirements  of  upgrad- 
ing an  industrial  base. 

f  "Our  potential  in  oil  and  gas 
production  through  our 
Oilwell  Division  as  well  as 
our  producing  coal  mines  and 
vast  coal  reserves,  can  make  a 
vital  energy  contribution  to 

I  ^industrialization. 
|  "We  provide  materials  that 
range  from  line  pipe  to  wire 
rope  to  complete  drilling  rigs 
for  the  oil  and  gas  industries, 
as  well  as  high  strength 
steels  for  mining  applications. 

(  "Our  fabricating  division  is  a 
leader  in  the  production  of 
river  barges,  transmission 
towers  and  pressure  vessels 
to  help  keep  this  nation's  energy 
materials  moving. 

i  "Our  engineering  and  construction 
ability,  demonstrated  over  the 
years  in  the  building  of  many  of 


the  world's  great  structures,  is 
what  is  needed  to  respond  to 
a  rebuilding  program  for  America. 
'That  is  representative  of  our 

potential. 

"This  is  representative  of  our 

recent  accomplishments. 

"We  have  upgraded  our  manu- 
facturing facilities  and  are 
improving  our  operating  perform- 
ance so  as  to  significantly  better 
our  service  to  customers. 
"We  have  opened  new  coal  mines, 
added  new  coal  preparation 
facilities,  expanded  our  iron  ore 
pelletizing  plants,  and  built 
more  efficient,  large-capacity 
ore  boats  to  improve  our  produc- 
tivity. 

"We  are  providing  more  oppor- 
tunity for  significant  decision 
making  throughout  our  supervis- 
ory and  management  ranks. 

"We  are  encouraging  and  reward- 
ing innovation  and  productivity. 

"We  are  still  a  long  way  from 
accomplishing  everything  that  must 
be  done  to  provide  lasting  job  oppor- 
tunities in  our  industry  and  prevent  a 
dependence  on  foreign  steel  sources. 

"But  the  actions  we  are  taking, 
coupled  with  the  determined  and 
innovative  efforts  of  our  employees, 
suggest  that  United  States  Steel  will 
make  its  contribution  to  the  reindus- 
trialization  process. 

"That's  the  way  we  see  it.  How  do 
you  see  it?" 


United  States  Steel 

600  Grant  Street,  Pittsburgh,  PA  15230 


When  you  make  it  through 
four  years  of  college  payments . . . 


When  we  help 

your  business  taxes  shrink . 


—     :  $ 


When  your  money 
plan  keeps  working 
after  you  retire... 


When  your  financial  plan 
helps  you  get  the  equipment 
you  need . . . 


When  your  investments  help 
you  cope  with  inflation . . . 


When  your  dream  hous 
becomes  reality. . . 


You  really  believe  in  those  IDS  ideas* 


IDS  customers  become  believers  for  one 
simple  reason.  Our  money  ideas  work. 

They  work  to  help  you  re- 
tire comfortably.  To  help  buy 
that  bigger  home.  Or  keep  up 
with  inflation.  Whatever  your 
goals,  an  IDS  representative  can 
come  up  with  the  money  idea 
that's  best  for  you.  A  financial 


IDEAS 

TO  HELP  VOL 
MANAGE  MONEY 


Since  1894 

Equal  opportunity  employer  M/F 


plan  designed  to  your  unique  needs. 

In  making  our  recommendation,  we'll 
be  totally  objective.  You  see,  with  over  40 
financial  products  and  services 
to  choose  from,  we  can  afford 
to  be. 

Find  out  for  yourself.  Call 
your  nearby  IDS  representa- 
tive. And  start  believing. 


revenues,  Royal  Dutch /Shell  is  number  two  in  the  international  oil 
me.  But  this  former  Cinderella  of  the  Seven  Sisters  looks  like  it  may 
on  be  the  most  profitable  of  them  all 


Exxon, 
move  over 


didn't  sleep  for  the  last  ten  years 
because  I  didn't  have  it.  But  now  it's 
their  turn  not  to  sleep  for  the  next 
/ears  because  they  may  lose  it."  Hav- 
said  this,  Dirk  de  Bruyne,  a  rosy- 
Iked    heavy-smoking  Dutchman, 
es  and  tacks  on  an  enquiring  "umm" 
discourse.  Do  you  follow  me?  he  is 
g.  We  follow  him  well.  The  power- 
hairman  of  the  Royal  Dutch/Shell 
p  (hereafter  Royal  Dutch)  is  telling 
at  he  used  to  be  envious  of  his  rivals 
eir  access  to  relatively  inexpensive 
Arabian  oil,  but  he  is  envious  no 
r.  He  is  also  saying  that  Royal 
h  is  no  longer  a  poor  sister  among 
even  Sisters.  Between  the  lines,  de 
e  is  saying  Royal  Dutch  may  be 
to  surpass  Exxon,  its 
American  competitor, 
fitability. 

en  you  talk  profits  in 
ese  days,  you  are  talking 
big  profits  indeed.  Ad- 
for  Royal  Dutch's 
accounting  (Exxon  is  on 
Royal  Dutch  and 
should  each  earn 
$5  billion  this  year, 
ead  could  go  either  way, 
iding  on  the  Iraq-Iran 
and  the  fourth  quarter, 
he  feeling  among  some 
ties  analysts  is  that 
Dutch  will  be  outearn- 
Exxon  quite  handily 
n  a  year  or  two.  This 
Is  like  a  lot  of  money, 
I  is  a  lot  of  money,  but 
s  business  everything  is 
global  scale.  Royal 
p  revenues  this  year  will 
iximate  $85  billion  and  capital 
ing  well  over  $6  billion.  Obscene? 
lo  much  obscene  as  inevitable.  The 
1  badly  wants  energy,  and  who  else 
:;iant  enterprises  can  provide  it? 
bureaucracies?  Small  entrepreneur- 
:nnpanies?  For  the  public  the  real 
ion  is  not:  Are  profits  too  high?  It 


By  Lawrence  Minard 
and  Carol  E.  Curtis 


is,  rather:  Is  the  money  well  spent?  The 
assets  well  managed? 

Back  to  Dirk  de  Bruyne  in  his  spacious 
but  austere  London  office  overlooking 
the  Thames.  Royal  Dutch  is  the  most 
truly  international — multinational,  rath- 
er— of  the  multinational  oil  companies. 
De  Bruyne  himself  is  the  chairman  of  an 
eight-person  Committee  of  Managing 
Directors.  Fittingly,  de  Bruyne,  the  first 
among  equals  in  Royal  Dutch's  top  man- 
agement, has  an  international  back- 
ground. A  financial  man,  he  has  held  top 
posts  at  Shell  Italiana  and  Deutsche  Shell 
and  speaks  five  languages. 


Royal  Dutch/Shell's  group  managing  directors 


Jan  H.  Choufoer 
Royal  Dutch 

William  C.  Thomson 
Shell 


Lodewijk  C.  van  Wachem 
Royal  Dutch 

Robert  M.  Hart 
Shell 


Andre  P.J.  Benard 
Royal  Dutch 


Ernest  G.G.  Werne 
Royal  Dutch 


Peter  B.  Baxendell 
Shell 

Dirk  de  Bruyr 
Royal  Dutch 


It's  difficult  for  a  layman  to  grasp  the 
size  and  complexity  of  the  empire  over 
which  de  Bruyne  and  his  fellow  manag- 
ing directors  preside.  For  example,  Royal 
Dutch's  chemicals  operation  represents 
a  scant  10%  of  revenues,  yet  that  makes 
for  a  $7  billion  chemical  company.  High- 
ly autonomous  Shell  Oil  Co.,  of  which 
Royal  Dutch  owns  69%,  represents  by 
itself  a  $14  billion  company  that  ranked 
16th  in  the  Forbes  Sales  500.  Royal 
Dutch's  cash  and  negotiable  securities 
holdings  run  to  almost  $6  billion — higher 
than  the  central  bank  reserves  of  many 
sovereign  nations.  Royal  Dutch's  tanker 
fleet  weighs  in  at  26  million  deadweight 
tons,  larger  than  France's  merchant  ma- 
rine. Its  capital  spending,  going  on  day 
and  night  in  more  than  100 
countries  around  the  world, 
amounts  to  well  over  $100 
million  per  week.  Total  as- 
sets: $60  billion. 

Actually,  Royal  Dutch/ 
Shell  is  one  company,  but  has 
two  parents.  Headquartered 
in  London,  Shell  Transport  & 
Trading  owns  40%  of  the 
combined  assets.  Headquar- 
tered in  The  Hague,  Royal 
Dutch  Petroleum  owns  60%. 
All  this  represents  a  long-ago 
pooling  of  British  and  Dutch 
oil  interests  to  meet  the  chal- 
lenge of  Rockefeller's  Stan- 
dard Oil. 

A  decade  ago  Royal  Dutch 
was  the  Cinderella  of  the 
Seven  Sisters.  It  did  not,  for 
reasons  rooted  in  history, 
pump  much  oil  on  its  own. 
Instead,  it  bought  most  of  its 
from  its  luckier  sisters.  It  was 
chiefly  a  marketer  and  refiner.  It  had  no 
piece  of  Aramco,  the  four-company  con- 
sortium that  pumped  and  still  pumps 
most  Saudi  oil.  But  when  the  Organiza- 
tion of  Petroleum  Exporting  Countries  in 
1970  began  nationalizing  most  of  its  oil 
wells  with  compensation  typically  at 
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book  value  bargain  rates,  everybody  be- 
came a  Cinderella.  That  removed  part — 
though  clearly  not  all — of  Royal  Dutch's 
competitive  disadvantage. 

Puffing  on  a  cigarette,  Managing  Di- 
rector de  Bruyne  elaborates:  "I'd  say 
there  are  two  important  things  that  have 
happened  to  us  in  the  last  ten  years.  The 
first  was  our  conscious  decision  to  add  to 
our  exploration  efforts,  which  led  to  our 
North  Sea  successes  and  then  our  gas 
success.  . . ." 

He  pauses.  "Umm"  again — are  you 
with  me?  He  continues: 

"And  the  second  thing  we  consciously 
decided  was  that  in  the  coming  years  our 
refineries  should  be  very  much  geared  to 
the  lighter  end  of  the  barrel — that  we 
should  get  out  of  the  fuel-oil  business  as 
fast  as  possible,  because  we  foresaw  a 
coming  shortage  of  oil,  and  that  the 
smart  thing  to  do  would  be  for  coal  and 
other  forms  of  energy  to  take 
the  place  of  fuel  oil.  It's  a 
waste  of  hydrocarbons  to  put 
fuel  oil  in  a  furnace,  umm? 
The  smart  thing  to  do  is 
crack  'em  tcrhell  and  use  the 
products." 

Unnoticed  by  all  but  a 
handful  of  industry  insiders 
and  tuned-in  analysts,  Royal 
Dutch  has  made  enormous 
strides  away  from  being 
chiefly  a  refiner  and  market- 
er and  toward  becoming  a 
major  producer  of  crude  oil. 
Over  the  last  five  years  alone 
the  group  has  spent  over  $5.4 
billion  on  oil  rights  and  con- 
cessions, plus  another  $9  bil- 
lion on  exploration  and  pro- 
duction, including  Shell  Oil's 
$3.6  billion  acquisition  of 
Belridge  Oil.  That's  over  $14 
billion,  more  than  50%  of  its 
total  spending  over  the  peri- 
od. Lead  times  in  bringing 
new  North  Sea  fields  into 
production  are  typically  sev- 
en or  eight  years,  so  that 
spending  is  only  now  begin- 
ning to  show  up  in  Royal 
Dutch's  profits. 

But  it  is  now  showing  up 
with  a  vengeance.  Last  year, 
according  to  calculations  by 
Philip  Dodge,  an  oil  analyst 
with  the  New  York  firm  of 
Donaldson,  Lufkin  &  Jcnrette,  some 
38%  of  Royal  Dutch's  earnings  came 
from  oil  and  gas  exploration  and  produc- 
tion. This  year  he  expects  the  figure  will 
be  57%.  By  1984,  Dodge  estimates,  the 
percentage  will  be  even  higher. 

Royal  Dutch  was  one  of  the  first  com- 
panies to  appreciate  the  wealth  buried  in 
Britain's  northern  North  Sea,  a  hostile 
world  of  orange  survival  suits,  of  water  so 
cold  it  kills  inside  an  hour  and  of  capital 
costs  that  can  kill  even  quicker  than  the 


water.  Royal  Dutch  first  went  into  this 
godforsaken  place  in  1964  via  Shell  Ex- 
pro,  a  50-50  partnership  with  rival 
Exxon.  In  1971  it  discovered  the  Big  Auk 
field,  followed  in  1972  by  the  2  bilhon- 
barrel-reserves  Brent  field,  280  miles 
northeast  of  Aberdeen.  In  1972  it  also 
staked  out  the  nearby  North  and  South 
Cormorant  fields  (combined  reserves, 
570  million  barrels),  followed  in  1977  by 
the  Fulmar  field  (51 1  million  barrels).  All 
toid,  Shell  Expro  now  accounts  for 
around  25%  of  the  U.K.  North  Sea's  16 
billion  barrels  of  known  oil  reserves.  The 
Brent  field  alone  holds  3.5  trillion  cubic 
feet  of  natural  gas,  some  13%  of  the  U.K. 
total.  Total  Royal  Dutch  share  of  invest- 
ment to  date:  over  $5  billion,  with  an- 
other $5  billion  to  come  by  the  mid- 
Eighties. 

To  understand  what  these  huge  sums 
mean,  helicopter  the  280  miles  out  to 


A  Royal  Dutch /Shell  offshore  oil  rif>  in  the  North  Sea 
Water  so  cold  it  kills  inside  an  hour  and  capital  costs  that 
can  kill  even  quicker  were  no  deterrent  to  a  16-year,  $5.5 
billion  commitment  that  has  paid  off. 


Shell  Expro's  humming  Brent  Bravo  plat- 
form. A  modest  platform  goes  for  $12 
million.  A  mile  of  underwater  gas  pipe- 
line absorbs  $2.5  million.  Through  its 
very  sensible  Petroleum  Revenue  Tax, 
which  allows  a  company  to  recover  all  its 
capital  before  paying  royalties  on  a  given 
field's  production  to  the  government,  the 
British  government  is  making  the  costs 
bearable.  But  even  so,  says  Howard  Mac- 
Donald,  Royal  Dutch's  group  treasurer, 
"in  terms  of  undiscounted  cash  flow,  it 


will  be  1983  before  we  pay  off  that 
billion  [$5.5  billion)  investment." 

Paradoxically,  Shell  Expro's  North 
production — about    275,000  barrel 
day — is  currently  running  below  its 
level.  The  reason:  Along  with  all  thi 
has  come  a  huge  amount  of  natural 
for  which  there  is  no  delivery  sys 
The  British  government  recently 
back  on  the  amount  of  gas  allowed  t 
flared,  thus  sharply  constraining  R 
Dutch's  crude  production.  To  resolva 
problem,  Shell  Expro  is  now  building; 
cost  of  $700  million,  a  280-mile  pipe 
to  St.  Fergus,  50  miles  north  of  Aberd 
When  the  pipeline  is  finished,  prob 
late  next  year,  it  will  be  able  to  da 
around  1.1  billion  cubic  feet  a  da) 
highly  profitable  gas  for  heating  anJ 
making  chemicals.  It  will  also  allow  S 
Expro  to  nearly  triple  the  Brent  fit 
production  to  460,000  barrels  a 
This,   plus  several  sm. 
fields  Shell  Expro  is  novJ 
veioping,  should  boost  3 
Expro's  total  North  Sea 
duction  to  over  800,000 
rels  a  day  by  1985.  W 
Dutch's  50%  share  in 
alone  comes  to  one-thir 
the  group's  current  eq 
crude  production. 

Quite  clearly  this  oil  is) 
cheap  to  produce,  but  : 
comforting  to  have,  far  I 
the  passion  and  turbulent 
the  Middle  East.  You  beg] 
understand  why  de  Bru 
says  he  sleeps  better  tH 
days  than  do  his  rivals 
are  dependent  on  cheapei 
less  secure  Arabian  oil.  \ 
By  Dodge's  calculatii 
Royal  Dutch  could  be  ri 
ing  over  $1.6  billion  a 
from  North  Sea  produc 
alone  by  1984.  Excluded  I 
that  prediction  are  the  j 
its  Royal  Dutch  may  < 
from  its  35%  interest  in 
Norwegian  North  Sea's  b. 
31/2.  The  Norwegian  gov 
ment  says  the  field — stre 
ing  over  a  total  of 
blocks — contains  as  muc 
70  trillion  cubic  feet  of  ga 
which,  Dodge  speculj 
Royal  Dutch  could  reap  si 
10%.  That  is  equivalent 
the  gas  reserves  Royal  D« 


18%  of 
now  reports. 

Because  it  got  in  early,  Royal  Dut| 
costs,  high  as  they  were,  remain 
relatively  speaking.  Remember,  Exl 
and  its  partners  no  longer  own  the  Ail 
an  oil  that  enabled  them  to  sleep  well 
so  long;  today  they  merely  have  the  rl 
to  buy  it  at  relatively  favorable  priceal 
for  oil  actually  owned,  Peter  Lillef 
director  of  London's  stockbrokers! 
Greenwell  &  Co.  and  one  of  Eural 
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khe  most  obvious  measure  of  all,  sales,  Exxon's  lead  over  and  in  proved  oil  reserves,  RD/S  is  clearly  in  Exxon's  league 

ilRoyal  Dutch/Shell  group  is  still  substantial.  (The  figures  and  is  likely  to  pull  ahead  in  proved  gas  reserves  because  of  its 

fw  are  for  1979.  In  1980  Exxon's  total  sales  are  expected  to  energetic  and  productive  exploration  program.  Note  the  huge 

1  1 10  billion,  Royal  Dutch/Shell's  $85  billion.)  But  in  profits  rate  of  RD/S  capital  spending. 


Royal  Dutch/ 
Shell  Group 
$1.25  profit 
per  barrel 


Source:  Royal  Dutch/Shell, 
Exxon,  Forbes  estimates. 


Exxon 
58  c  profit 
per  barrel  '• 
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Investors'  choice 


The  Royal  Dutch/Shell  group  took  its  unique  shape  in  1 906  when  companies.  Unlike  Unilever,  another  huge  British-Dutch  gi 

Sir  Henri  Deterding,  a  Dutch  bookkeeper  with  an  extraordinary  which  hasa  50-50  management  arrangement,  Royal  Dutch/ 

feel  for  the  oil  business,  joined  his  Royal  Dutch  Petroleum  Co.  is  distinctly  Dutch — four  of  its  eight  "group  managing  <j 

with  British  Shell  and  emerged  with  60%  of  the  merged  tors"  are  Dutch,  two  are  English,  one  French  and  one  Ainer: 


3.5 


Royal  Dutch  Shell  Transport 
Petroleum  &  Trading 

60%  ownership     40%  ownership 


Olhcr  operating 

companies  (various 

Shell  Canada 

degrees  of 

79%  owned 

ownership) 

Royal  Dutch/ 
Shell  Group 


Shell  Oil  Co. 

(U.S.) 

69%  owned 


S7.S 


25.0 


I 


14.4 


Revenues  ($  billions) 

99.0 

45.7  48.2 


1.0 


0.7 


12.0 


Yearly  dividend  (dollars)      Recent  price  (dollars) 


1 

0.97 

1 

1.47 


Revenues 

(per  dollar  invested) 


FORBES,  NOVEMBER  24„ 


:jninent  oil-stock  analysts,  has  just 
rilated  the  international  oil's  market 
nalizations  per  barrel  of  oil  and  oil- 
tj/alent  gas  reserves — what  you  pay, 
ijher  words,  for  a  barrel  of  the  com- 
a's reserves.  Lilley  figures  that  a  bar- 
ljf  Royal  Dutch  Petroleum's  reserves 
I far  the  cheapest:  just  $1.85  a  barrel, 
1.51  for  Exxon,  $3.37  for  Mobil,  and 
I  for  SoCal.  At  $2.47  a  barrel,  even 
Transport  &  Trading's  reserves  are 
— especially  if  you  recall  that  Shell 
ecently  paid  $5.30  a  barrel  for  the 
es  of  Belridge. 

Bruyne  doesn't  deny  Royal  Dutch 
d  like  to  have  Exxon's  Aramco  ad- 
ge,  whereby  the  U.S.  company  and 
rtners  get  a  big  part  of  their  crude 
a  price  $2.25  a  barrel  below  the 
et.  He  is  merely  saying  that  the 
tage  isn't  what  it  once  was,  that 
i's  bosses  must  be  sleeping  less 
Uy  since  last  December 
uprisings  in  Mecca  and 
here  showed  how  vul- 
le  was  the  Saudi  monar- 
n  which  Aramco's  exis- 
depends,  how  ineffi- 
its  military  defenses. 
:  getting  the  crude  oil  is 
half  the  job.  Deciding 
to  do  with  it  is  the  oth- 
lf.  "We  have  decided," 
iiyne  says,  "to  crack  the 
carbons  to  hell."  He 
s  refining  the  crude  oil 
e  most  profitable  uses 
spending  whatever  is 
sary  to  do  so.  A  bit  of 
ndustry  jargon  here: 
l  oilmen  speak  of  "con- 
in  capacity,"  they  mean 
npany's  or  a  refinery's 
f  to  turn  crude  oil  into 
e  products" — gasoline 
erosene,  for  example,  as 
ed  to  fuel  oil. 
ce  1970,  Royal  Dutch 
pent  over  $4  billion — 
2%  of.total  spending — 

>  oil  processing  oper- 
,  with  much  of  that  go- 
toward  increasing  its 
rsion  capacity.  Accord- 

>  de  Bruyne,  "There  is 
a  large  difference  be- 
i  our  conversion  capac- 
id  that  of  our  competi- 

Asked  to  substantiate 


nearly  33%  of  Royal  Dutch's  5.3  million 
barrels  a  day  of  oil  products  sold  was  fuel 
oil.  Today  the  figure  is  down  to  23%  (of 
around  4.7  million  barrels  a  day  sold)  and 
falling.  Conversely,  gasoline  sales  ac- 
counted for  27%  of  sales  in  1970,  against 
33%  today. 

The  result  of  all  this  is  big  oil's  best 
refining  margins  (see  chart,  p.  131).  Sub- 
tracting Exxon's  Aramco  advantage  and 
Royal  Dutch's  inventory  accounting 
gains,  DLJ's  Dodge  figures  Exxon  earned 
58  cents  on  each  barrel  of  product  sold 
last  year,  vs.  $1.25  for  Royal  Dutch.  Yet 
Exxon's  refineries  are  among  the  best  in 
the  world. 

From  all  this  emerges  a  picture  of  an 
exceptionally  well-managed  company, 
an  impressive  machine  for  garnering 
capital  and  investing  it  efficiently  and 
wisely.  For  such  a  sprawling  enterprise, 
the  top  management  is  surprisingly  in- 


Royal  Dutch  coal  gasification  plant  in  Germany 
"These  things  are  huge  cash  sinks,"  says  de  Bruyne  of  the 
whopping  cost  of  coal  synthetics  plants.  Instead.,  Royal 
Dutch  aims  to  be  number  one  in  world  coal  trading. 

laim,  de  Bruyne  produces  a  confi-    formal— perhaps  the  secret  of  its  success 


il  report  he  is  about  to  discuss  with 
3ard.  The  report  says  that  the  oil 
try  average  outside  the  U.S.,  where 
ries  are  up  to  scratch,  currently 
s  at  12%.  Royal  Dutch's  conversion 
ity  stands  at  19.4%.  Looking 
,  the  report  figures  the  industry  av- 
will  be  15%  in  1984,  when  Royal 
i's  will  be  a  more  respectable  23%. 
al  Dutch  is  not  yet  out  of  the  fuel- 
siness.  But  it  is  on  its  way.  In  1970 


Since  the  late  1950s,  when  forceful  John 
Louden  was  running  the  group,  Royal 
Dutch  has  been  managed  by  a  Commit- 
tee of  Managing  Directors.  Currently  the 
committee  stands  at  eight:  four  Dutch- 
men, two  Englishmen,  a  Frenchman  and 
an  American,  most  of  whom  have  offices 
in  London  and  The  Hague  and  spend 
most  of  their  time  shuttling  between 
their  offices  and  the  group's  far-flung  op- 
erating companies. 
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Doesn't  management-by-committee 
ossify  the  company?  We  put  that  ques- 
tion to  Rolls-Royce  Ltd.  Chairman  Lord 
Frank  McFadzean,  formerly  chairman  of 
Shell  Transport  &  Trading  and  still  a 
Shell  board  member.  "Not  at  all,"  he 
replied.  "If  seven  managing  directors  are 
away,  the  remaining  one  can  make  all 
the  decisions  and  frequently  does.  We 
don't  sit  around  waiting  for  the  others  to 
get  back,  we  keep  things  moving." 

One  Wall  Street  analyst,  who  spent 
nine  years  at  Mobil  Oil  Co.,  gives  his 
former  employer  the  short  end  of  the 
stick  on  this  score.  "Tav  (William  Ta- 
voulareas,  president  of  Mobil]  has  the 
power,"  he  says.  At  Royal  Dutch  the 
situation  is  far  less  autocratic:  "To  me, 
good  management  is  interaction,  com- 
munication, decentralization."  He  says 
Royal  Dutch  has  those  qualities. 
William  Randol,  who  spent  seven 
years  at  Exxon's  New  York 
headquarters  before  becom- 
ing an  analyst  and  then  join- 
ing Wall  Street's  Salomon 
Brothers  last  year,  has  an  in- 
teresting view.  He  feels  that 
as  a  U.S. -centered  company 
(Exxon  gets  40%  of  its  profits 
from  U.S.  operations,  rs.  25% 
for  Royal  Dutch),  Exxon's 
American  orientation  may 
be  a  growing  disadvantage. 
"Exxon  will  have  to  help  the 
U.S.  solve  its  energy  prob- 
lem," says  Randol.  He  feels 
this  political  vulnerability 
may  nudge  Exxon  into  none- 
conomic  projects.  Shell  is  a 
trading  company  not  behold- 
en to  any  government. 

Exxon's  American  mental- 
ity could  surface,  to  the  dis- 
advantage of  its  sharehold- 
ers, in  a  side  of  the  energy 
business  where  it  has  a  rapid- 
ly growing  commitment: 
converting  unlovely  lumps  of 
coal  into  highly  valuable  hy- 
drocarbons in  the  form  of  gas 
or  liquids.  Exxon  may  suc- 
ceed. But  if  it  fails,  it  stands 
to  lose  much  more  heavily 
than  Royal  Dutch,  which  has 
adopted  a  wait-and-see  atti- 
tude toward  synthetics, 
where  its  own  crystal  ball- 
gazing  has  turned  up  some 
heavy  downside  risks. 

Lambertus  J.  van  der  Toom,  the 
Dutch-born  president  of  Scallop  Coal 
Corp.,  the  group's  New  York-based  coal 
subsidiary,  calculates  that  liquids  from 
coal  require  a  capital  investment  of 
$60,000  to  $70,000  per  daily  barrel— "a 
helluva  high  figure."  A  1  million-barrel- 
per-day  plant  is  a  staggering  investment 
of  $60  billion  to  $70  billion.  The  result? 
He  predicts  "a  few  small  plants  will  be 
built  over  the  next  decade." 
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The  odds  were  right 


indie 

r  solver 

lot; 
Biol 


They  laughed  last  December  when 
Shell  Oil  Co.,  Royal  Dutch's  inde- 
pendent but  69% -owned  affiliate, 
spent  $3.65  billion  to  buy  Belridge  Oil, 
which  was  something  like  $600  mil- 
lion more  than  anyone  else  was  will- 
ing to  pay.  Well,  they  didn't  laugh 
exactly,  but  they  certainly  wondered 
why  a  smart  oilman  like  President 
and  Chief  Executive  John  F.  Bookout 
Jr.  would  pay  $8.75  a  barrel  for  mostly 
low-grade  oil  that  would  cost  a  fortune 
to  get  out  of  the  ground.  Especially 
when  Shell  had  to  take  on  $3  billion  in 
debt  to  do  it,  prompting  Standard  & 
Poor's  to  drop  its  bond  rating  to  AA+ 
from  a  coveted  AAA. 

They  found  out  soon  enough.  Bel- 
ridge, it  turned  out,  didn't  have  400 
million  barrels  of  reserves  (in  both  oil 
and  natural  gas  equivalent)  but  more 
like  660  million.  "When  we  went  be- 
fore our.  board,"  says  Bookout,  "we 
told  them  there  were  660  million  bar- 
rels of  proven  reserves  down  there, 
and  that's  what  we  based  our  bid 
on" — $5.30  a  barrel.  After  looking 
closer  and  figuring  he  could  use  devel- 
oping technology  to  get  still  more  out, 
Bookout,  himself  a  geologist,  became 
convinced  he  could  get  about  1.2  bil- 
lion barrels  from  the  35,000-acre  field. 
If  so,  the  price  per  barrel  may  well 
turn  out  closer  to  $3.50  than  $8.75. 

Discussing  the  deal,  New  York  oil 
investment  banker  Joseph  Tovey 
says..  "It  was  a  really  gutsy  decision, 
but  a  shrewd  one."  Says  Russell  Haw- 
kins, analyst  for  Houston's  Fayez  Sar- 
ofim  (FoRBESjwneP),  "Until  Belridge, 
Shell  tended  to  be  a  bit  too  brainy  and 
research-oriented.  But  now  they've 
shown  they're  willing  to  bet  on  that 
technical  expertise  in  a  big  land  play." 

It's  willing  to  take  on  a  lot  else,  too. 
A  record  $3.2  billion  in  capital  and 
exploratory  spending  in  1980  alone  to 
find  and  produce  oil  and  gas,  upgrade 
West  Coast  refineries  and  fund 
chemical  and  coal  projects.  And,  in  a 
real  departure  for  this  largely  domes- 
tic oil  company,  a  $400  million  joint 
venture  with  Saudi  Arabia,  for  which 
Shell  is  to  get  crude  oil. 

In  his  four  years  as  CEO,  Bookout 
has  orchestrated  Shell's  push  in  petro- 
chemicals. He  is  winding  up  a  six- 
year,  $2.5  billion-plus  expansion  in 
olefins,  aromatics  and  proprietary 
chemical  production.  Shell's  domestic 
chemical  operations  already  are  larger 
than  any  other  U.S.  oil  company's, 
and  the  fifth  largest  in  the  U.S.  Book- 
out  means  to  make  them  larger  still, 


and  more  profitable  than  they  are 
now,  too — both  by  1984.  "By  then," 
he  explains,  "I  figure  we  could  in- 
crease earnings  by  a  factor  of  three, 
possibly  four,  above  our  currently 
somewhat  depressed  levels." 

That  would  mean  chemical  profits 
of  $400  million  to  $500  million,  more 
than  Shell  can  expect  to  make  from 
refined  oil  products  like  gasoline,  lu- 
bricants and  aircraft  fuels.  Shell  is  one 
of  the  most  efficient  at  squeezing  the 
most  gallons  of  these  products  out  of  a 
barrel  of  crude,  but  their  sales  will 
grow  more  slowly  in  a  mature  market. 
So  a  big  chunk  of  the  cash  from  oil 
products  will  go  into  petrochemicals. 
But  to  earn  that  cash  Bookout  needs 
crude  oil,  crude  from  anywhere  he  can 
get  it.  This  year  Shell  will  produce 
only  57%  of  the  crude  it  needs. 

With  Kernridge  (Belridge's  name 
changed  earlier  this  year),  Bookout  and 
Shell's  technical  people  are  exploiting 
the  company's  greatest  single  strength: 
its  widely  acknowledged  leadership  in 
technology,  especially  in  the  enhanced 
recovery  techniques  essential  for  ex- 
tracting Kernridge's  hard-to-lift  crude. 
Shell  also  excels  in  the  difficult  busi- 
ness of  drilling  deep  offshore,  from 
which  an  increasing  share  of  the 
world's  new  oil  and  gas  finds  are  going 
to  have  to  come.  Shell  has  had  its  great- 
est successes  in  the  Gulf  of  Mexico, 
where,  for  example,  its  massive  Co- 
gnac platform  is  developing  oil  in  an 
unprecedented  1,025  feet  of  water  off 
Louisiana's  shore.  The  company's 
"bright  spot"  technology,  too,  led  it  to 
bid  a  mere  $29  million  in  the  once- 
promising  but  disappointing  Destin 
Dome  area  off  the  Florida  coast,  where 
competitors  collectively  dropped  a  cool 
$1.5  billion. 

Shell  is  very  much  Bookout's  show. 
The  company  goes  to  great  lengths  to 
maintain  substantial  autonomy  from 
Royal  Dutch.  A  majority  of  the  board, 
6  to  5,  consists  of  outside  directors,- 
the  audit  committee  checks  scrupu- 
lously to  make  sure  transactions  with 
other  affiliates  are  at  arm's  length;  the 
compensation  committee  is  com- 
posed only  of  outside  directors.  And 
both  internal  auditors  and  lawyers  can 
and  do  open  the  mail  between  Shell 
and  Royal  Dutch. 

For  Bookout,  a  lanky,  aggressive 
man  of  57  who  piloted  B-17  bombers 
in  World  War  II,  things  are  going  well 
right  now.  Refinery  earnings  are  up 
sharply  while  most  of  the  industry's 
are  flat  or  down  because  unit  sales  of 


gasoline  have  dropped  6%.  Cost-effi 
cient  Shell  kept  its  unit  sales  almosi 
level,   increasing   market   share  t 
7.6%,  thereby  narrowly  edging  bac 
into  first  place  ahead  of  Exxon  an 
Amoco.  In  commercial  jet  fuel,  She 
holds    a    dominating    18%  ! 
Chemical  profits  are  off  somewhat  be- 
cause of  the  recession  and  costs  on  a 
new  chemicals  plant  at  Norco,  La.l 
but  higher  crude  and  natural  gas  prices 
will  push  overall  earnings  up  by  a 
third  for  1980,  to  about  $1.5  billion. 

But  Shell,  despite  its  numerous  Gull 
finds,  has  yet  to  make  a  really  big  fin 
onshore.  Hence,  the  Kernridge  acqui 
sition  and  the  petrochemicals  mov 
in  Saudi  Arabia.  The  Saudi  deal  loo 
like  this:  a  joint-ventured,  $3  b 
petrochemicals  complex  to  be  built  i 
Jubail  by  1985,  with  Shell  to  provid 
technical  and  marketing  skills,  bu 
some  of  the  project's  chemicals  a 
invest  $400  million  over  five  years, 
return,  Shell  starts  buying  Saudi  crud 
in  1981  and  is  expected  to  get  200, 
barrels  a  day  at  peak — in  effect,  Shell 
first  long-term  contract  with  the  Sa 
dis  to  receive  crude. 

Granted,  there's  a  risk  of  war 
revolution  in  the  Middle  East.  Bu 
here's  how'investment  banker  Joe  T< 
vey  looks  at  the  deal:  "The  potenti 
rewards  easily  outweigh  the  risks.  B 
the  time  the  project  is  operationa 
Shell  will  already  have  its  money  bad 
from  refining  the  Saudi  crude.  ThiJ 
kind  of  risk  I  like." 

Now  consider  Kernridge,  safer  be 
cause  it's  at  home,  so  the  payout  cat 
take  longer.  Even  so,  it  will  produce  ; 
small  bookkeeping  profit  this  year,  al  >;< 
though  cash  flow  will  still  be  negative 
By  1982  it  will  earn  40  cents  a  shart 
for  Shell,  on  the  books.  But  here's  tht 
real  news  from  Bookout:  "Kernridge 
will  be  earning  a  positive  return  on  ; 
cash  basis  in  its  fourth  year,  and  i 
will  repay  all  its  debt  and  interes 
costs  by  the  end  of  the  decade.' 
Think  about  that.  Kernridge  will  havt 
40.  more  years  of  economic  life  ant 
still  be  producing  more  (some  100,00( 
barrels  a  day)  in  1990  than  in  1979 
And  every  drop  of  it  safe  inside  thi 
U.S.A.  The  property  could  earn  hun 
dreds  of  millions — perhaps  $1  bil 
lion — each  year  in  the  1990s  alone 
"Kernridge  is  the  opportunity  Shel 
and  I  have  been  looking  for  for  3(  loyaj  Du 
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years,"  Bookout  says  of  the  deal 
How's  that  for  showing  you're  willinj 
to  mortgage  the  farm  so  long  as  tht 
odds  are  right?— Howard Rudnitsky 
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lf  on  has  three  costly  coal-synthetics 
fe  ts  in  the  works.  The  first,  using  its 
■r  solvent"  process,  is  a  250-ton- 
[  ly  pilot  plant  that  is  making  liquids 
U  coal  in  Baytown,  Tex.  There  is  also 
hjller  pilot  plant  in  Baytown  that  is 
i  ing  coal,  using  another  process 
\n  invented.  The  most  ambitious  is  a 
fc  ively  planned  $4  billion  plant  to 
prt  east  Texas  lignite  to  gas,  using 

miliar  Lurgi  process, 
ton  may  have  little  choice  but  to 
t;d  with  the  projects.  The  com- 
r  ;  Texas  lignite,  so  low  in  quality  it 
I;  little  attraction  for  coal-fired  utili- 
L>  attractive  mainly  as  synfuels  feed- 
fc  But  more  importantly,  with  its 
k  oal  reserves,  Exxon  may  politically 
Little  choice  but  to  bow  to  the  gov- 
t:nt  and  cooperate  in  its  $88  billion 
lils  gamble.  "How,"  asks  Randol 
Ideally,  "can  the  largest 
Lased  oil  company  not 
t|  dollars  mto  a  U.S.  syn- 
t   fuels  program?  And 
r  s  to  say  that  synfuels 
fie  profitable?" 
Hie  from  a  tiny  pilot  plant 
jpsterdam,  Royal  Dutch 
Biting  its  synfuels  role  for 
■ne  being  to  a  joint  ven- 
iith  Koppers  Co.  in  a  coal 
iation  project  in  Ger- 
I    A  150-ton-per-day 
mstration  plant  is  up  and 
|ig,  and  a  1,000-ton-per- 
§>mmercial  plant  in  the 
rlands  is  planned.  But  total  group 
ment  has  so  far  been  a  relatively  low 
lllion.  Grouses  de  Bruyne,  "These 
are  huge  cash  sinks." 
:ther  coal  synthetics  pan  out  or  not, 
>r  Royal  Dutch  to  be  a  heavy  factor 
coal  business  in  the  decades 
but  as  a  trader,  not  a  producer. 
Dutch  already  owns  $2  billion  (rev- 
Scallop  Corp.,  based  in  New  York, 
by  Royal  Dutch  standards)  though 
ilcallop  has  been  given  the  impor- 
jlisk  of  thrusting  Royal  Dutch  into 
|S.  coal  market  as  part  of  a  corpo- 
ive  to  become  the  world's  leading 
tional  trader  of  coal. 
DUgh  a  joint  venture  with  A.T 
a  Richmond,  Va. -based  coal 
/ 1  ny  now  owned  by  St.  Joe  Minerals, 
o  will  become  a  50-50  partner  in 
!ing  Massey's  output  from  15  mil- 
30  million  tons  per  year  by  the 
ighties.  That  is  about  4%  of  cur- 
S.  production. 

der  Toorn  predicts  that  interna- 
:rade  will  soar  tenfold  by  the  year 
Torn  50  to  500  million  tons  per 
loyal  Dutch/Shell  expects  to  han- 
/o  of  the  total,  growing  into  an 
exporter  of  100  million  tons, 
have  no  illusion  that  we  can  be 
the  world's  major  coal  producers," 
e  Bruyne.  "We  just  aren't  big 


the  international  trading  of  coal.  There 
are  billions  and  billions  of  tons  of  coal 
produced — 800  million  tons  a  year  in 
America  alone,  450  million  in  China.  Yet 
the  total  international  trade  of  coking 
and  thermal  coal  together  is  only  50  mil- 
lion or  100  million  tons  a  year.  We  think 
energy-short  regions  like  the  Common 
Market  or  Japan  will  want  to  have  a 
choice  of  energies,  and  will  add  imported 
coal  to  their  armories.  And  we  want  to 
play  a  part  in  that." 

What's  it  like  to  manage  or  attempt  to 
manage  so  huge  and  complicated  an  or- 
ganization? It  must  seem  unreal  at  times, 
since  so  much  of  what  you  do  will  not 
have  much  impact  until  after  you  have 
retired.  De  Bruyne  stresses  a  central 
proposition:  Given  the  oil  industry's  sev- 
en-to-ten-year lead  times,  the  prospects 
for  the  coming  decade  are  already  pretty 


l.  But  what  we  do  want  is  to  be  in 


A  Shell  gas  station  in  the  Bronx,  NY. 
Squeezing  out  more  gasoline  to  pump  up  refining 

well  established.  "Anything  that  is  going 
to  happen  by  1989  is  in  the  pipeline 
now,"  de  Bruyne  told  several  hundred 
European  money  managers  and  analysts 
in  The  Hague  last  month.  "It's  all  prede- 
termined. There  is  very  little  we  can  do 
now  for  the  1980s." 
De  Bruyne  continued: 
"We  doubt  that  OPEC  production  will 
rise  appreciably  from  the  current  level  of 
around  30  million  barrels  a  day — and 
there  is  always  the  possibility  of  another 
Middle  East  accident.  [A  sly  poke  at 
Exxon  and  Aramco.j  Now  assuming  that 
demand  does  come  back  as  economies 
recover  and  that  consumption  changes 
take  a  long  time — it  takes  a  long  time  to 
redesign  cars  and  houses,  umm? — then  it 
looks  to  us  like  the  next  seven  to  ten 
years'  development  will  be  limited  by  an 
energy  ceiling.  So  the  problem  becomes 
bringing  new  energy  volumes  on  stream 
by  the  1990s." 

Solar?  Nuclear?  They'll  play  a  role,  says 
de  Bruyne,  but  a  supporting  role: 

"Oil  is  not  going  to  disappear.  No! 
Maybe  it  will  be  40%  or  33%  of  the 
[world's]  energy  requirement  in  2000  [vs. 
50%  today].  But  it  will  still  be  there."  In 
other  words,  don't  look  for  quantum 
changes  from  the  90% -plus  that  oil  and 
gas  operations  contributed  to  Royal 
Dutch's  operating  profits  last  year. 
Until  very  recently,  conventional  wis- 
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dom  had  it  that  what  was  to  be  found  in 
the  North  Sea  had  already  been  found. 
But  in  an  address  last  September,  Shell 
U.K.  Chairman  J.M.  Raisman  demol- 
ished conventional  wisdom:  "Far  from 
the  effort  in  the  North  Sea  declining — as 
so  many  commentators  appear  to  have 
thought — I  can  see  a  continuing  increase 
in  activity,  at  least  for  the  next  15 
years." 

Raisman  believes  that  while  14  billion 
barrels  of  U.K.  North  Sea  recoverable  re- 
serves have  been  discovered,  only  11.5 
billion  barrels — the  oil  in  the  big,  400 
million-barrel-plus  fields — have  been  or 
are  being  developed.  That  leaves,  said 
Raisman,  2.5  billion  barrels  in  smaller 
known  fields  still  to  be  developed — and 
at  least  5  billion  barrels  in  out-of-the- 
way,  but  commercial,  pockets  still  to  be 
found  and  tapped. 

Put  another  way,  Raisman 
is  saying  that  the  British 
North  Sea  has  around  25% 
more  commercially  recover- 
able oil  in  it  than  most  peo- 
ple tend  to  think.  As  George 
Innes,  Shell  Expro's  North 
Sea  technical  manager,  puts 
it:  "Every  time  the  Arabs  put 
up  the  price  of  oil,  the  size  of 
the  marginal  prospect  up 
1 1  fl|    here  decreases." 

Another  virtually  certain 
source  of  Royal  Dutch's  prof- 
its for  many  years  to  cofne  is 
its  quickly  emerging  natural 
gas  business.  Everybody  agrees  gas  is 
valuable  and  that  the  international  trade 
of  it  should  grow,  but  precious  few  com- 
panies have  been  able  to  make  much 
money  on  its  international  movement. 

Shell,  by  contrast,  has  since  1972  run  a 
highly  successful  LNG  facility  in  Brunei, 
a  tiny  sultanate  on  the  northwest  coast 
of  Borneo.  Royal  Dutch  operates  and  has 
a  one-third  interest  in  the-  liquefaction 
operation  (other  partners  are  Mitsubishi 
Corp.,  with  another  third,  and  the  Brunei 
government,  with  the  final  third),  which 
ships  700  million  cubic  feet  of  LNG  to 
Japan  daily.  The  Japanese  will  index  the 
LNG  price  to  oil's.  The  average  realized 
price  in  Japan  is  now  about  $5  per  thou- 
sand cubic  feet,  up  from  $2.50  18  months 
back.  Perhaps  because  his  government 
owns  a  third  of  the  liquefaction  project, 
the  Sultan  of  Brunei  forbids  Royal  Dutch 
from  saying  how  profitable  the  facility  is. 
But  every  industry  insider  acknowledges 
it  is  very  profitable. 

Shell  can  now  leverage  the  Brunei  ex- 
perience to  the  hilt.  Some  plans: 

•  A  $5  billion  LNG  complex  in  Malay- 
sia, which  will  produce  about  800  million 
cubic  feet  a  day  for  the  Japanese,  on  fully 
indexed  contracts.  Deliveries  will  start 
in  1983.  Shell's  interest:  17.5%. 

•  A  two-phase  project  on  Australia's 
Northwest  Shelf.  Contracts  were  signed 
in  September  for  400  million  cubic  feet 
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per  day  of  gas  to  be  pipelined  to  P 
Deliveries  will  commence  in  198 
phase  two  proceeds,  the  plant  will 
an  additional  800  million  cubic  fee! 
day,  probably  to  Japan,  starting  in  \ 
Shell's  interest:  19%.  Cost:  $5  billic 

•  A  $7  billion  gas  complex  in  Nij 
planned  to  export  1.6  billion  cubic 
per  day,  half  to  Europe,  the  rest  t< 
U.S.  Preliminary  agreements 
signed  in  September  with  the  Europ) 
Scheduled  startup:  1984  or  1985.  S| 
interest  in  the  liquefaction:  10%. 

This  natural  gas  business  has  a  hii 
advantage.  Says  Malcolm  Peebles,  B 
Dutch's  gas  projects  coordinator: 
tends  to  be  more  secure  than  oil  ben 
the  production  is  inextricably  link 
the  final  customer.  With  oil,  the 
government  can  cut  off  supplies  to 
customer  and  divert  the  oil  to  anoth 
gas  you've  got  tankers  and  pipelines 
you  can't  divert  a  pipeline.  If  a  host 
ernment  tries,  it's  just  cutting  its  nc 
spite  its  face." 

There  is  a  carrot,  too:  Royal  Du 
major  partners  are  almost  always 
host  governments  themselves.  Thej 
receive  royalties  and  dividends.  1 
government  will  kill  off  its  cash  coi 

Not  everything  is  going  right  for  1 


"A  nuclear  plant  costs  uj 
$500  million  more  than  a  i 
ventional plant.  Unless  thet 
ernment  subsidizes  that  c 
there  is  no  way  a  private  e 
pany  can  develop  nuclear.*1 


Dutch.  Chemicals,  which  last  year 
around  $575  million  on  revenues 
billion,  are  in  terrible  shape.  "Evej 
is  having  trouble  in  chemicals," 
Richard  Hobbs,   a  member  of  1 
Dutch's  chemical  coordinating  con 
tee.  "Shell  is  no  exception."  But  P 
argues  that,  with  close  to  $5  billit 
chemicals  capital  spending  since 
under  its  belt,  Royal  Dutch  will  bo 
back  highest  when  the  market  reco 
Dodge  agrees.  He  is  telling  clients 
Royal  Dutch's  chemicals  earnings 
rebound  from  a  low  of  $385  millii 
1980  to  $750  million  by  1984.  Whai 
giving  Exxon?  A  smaller  bounce, 
$300  million  to  $500  million. 

What  could  go  wrong  for  Royal  D 
The  answer  probably  is,  not  very  D 
As  de  Bruyne  says,  the  1980s  are  1 
cally  predetermined." 

The  buzz  phrase  around  the  core 
these  days  is  embarras  du  cboLx.  me 
there  are  so  many  expensive  new  ei 
projects  and  technologies  to  choose! 
today  that  a  wrong  choice  could 
clobber  your  balance  sheet.  ' 'If i 
choose  wrong  today,"  says  de  Br 
"you  fall  down  very  hard  on  youj 
torn."  He  should  know:  In  its  Gd 
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One  of  these  helmets  came  off  the  field 

and  off  the  market 
when  the  rules  of  the  game  changed. 


Not  the  football  rules,  but  the  rules  of  the  lega 
stem  under  which  manufacturers  can  be  sued  for  dam- 
es. In  recent  years,  courts  have  been  inclined  to  hold 
product  manufacturer  or  distributor  liable  for  injuries 
wen  when  the  company  had  met  safety  standards 
when  the  injured  person  was  negligent  in  using  the 
roduct. 

As  a  result,  judgments,  settlements  and  legal 
DSts  in  liability  cases  have  increased  dramatically, 
sinesses  are  faced  with  uncertainty  in  trying  to  gauge 
e  extent  of  their  exposure  to  lawsuit.  When  these 
ctors  outweigh  the  benefits  of  making  a  product,  that 
oduct  will  leave  the  marketplace. 

That's  what  happened  to  the  manufacturer  of  the 
Imet  on  the  right.  He  stopped  production  of  helmets 
i  itil,  as  he  says,  the  legal  climate  changes  in  the 
lited  States.  It  has  happened  also  to  some  makers 
vaccines,  plastic  products  and  machines.  Right  now, 
e  chemical  and  pharmaceutical  industries  are  deeply 
oncerned  about  the  potential  financial  impact  of  recent 
urt  decisions. 

As  a  major  group  of  property  and  casualty  insur- 
ice  companies,  we,  too,  are  concerned  about  this 
oblem.  Our  companies  provide  insurance  designed 
protect  business  from  financial  loss  resulting  from  a 
/vsuit.This  protection  normally  encourages  business 
remain  in  the  marketplace.  It  enables  manufacturers 
develop  new  products,  to  provide  more  jobs  and 
nerally  to  contribute  to  our  economy. 


But  the  trend  in  legal  judgments  threatens  all  that 
stability  As  lawsuit  settlements  and  awards  become 
higher,  insurance  companies  tend  to  be  more  cautious 
in  writing  insurance  coverage.  And  they  must  charge 
more  for  it.  That  in  turn  causes  manufacturers  and  sell- 
ers to  raise  their  prices  to  cover  the  increased  cost  of 
insurance  protection.  Which  means  that  consumers  pay 
more  for  what  they  buy. 

It's  frustrating,  but  not  hopeless.  Steps  can  be  taken 
to  prevent  injuries  and  to  control  the  rise  of  liability  costs. 
And  that  would  benefit  everyone. 

Here's  what  we're  doing: 

■  Helping  to  develop  standards  for  safer  products. 

■  Advising  manufacturers  on  safety  procedures  and 
loss  prevention  programs. 

■  Supporting  legislation  to  reduce  the  enormous  legal 
costs  of  administering  the  product  liability  system. 

■  Supporting  legislation  to  make  the  standards  of  legal 
liability  more  definite,  more  predictable  and  more 
eguitable. 

Here's  what  you  can  do: 

■  Seek  guality  products.  Check  to  see  that  they  meet 
safety  standards  where  appropriate. 

■  Use  all  products  as  they  are  meant  to  be  used.  Read 
and  follow  warning  labels  and  instructions  for  product 
usage. 

■  Get  involved!  Become  aware  of  proposals  to  improve 
fairness  in  the  legal  liability  system. 


Affordable  insurance  is  our  business...and  yours. 

This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  New  York  10038. 


This  is  what  the 1980's  looked 
like  to  people  in  the 1940's. 

It  was  going  to  be  a  brave  new  world  of  undersea  cities, 
full-course  meals  in  the  form  of  pills,  and  a  rocket  ship  in 
every  garage. 

What  happened? 

Nothing  out  of  the  ordinary.  The  future  simply  didn't 
happen  the  way  people  thought. 

But  then,  it  seldom  does.  And  that's  an  age-old  problem: 
How  do  you  plan  for  the  future  when  you  can't  predict  it? 
At  Xerox  we've  found  a  way. 
It's  called  the  Information  Outlet. 

It  uses  a  special  cable,  called  the  Xerox  Ethernet 
cable,  to  join  your  office  machines  into  a  single 
network. 

A  network  that's  flexible— so  that  as  time  passes,  you 
can  plug  in  new  information  processors,  electronic  printers, 
or  other  information  management  machines  as  you  need 
them.  Even  machines  that  aren't  made  by  Xerox,  and  even 
ones  that  haven't  been  invented  yet. 

In  other  words,  you'll  be  able  to  build  an  information 
network  step  by  step,  according  to  your  needs.  Instead  of 
committing  to  a  rigid  system  you  might  find  hard  to  change 
years  from  now. 

When  you  discover  the  future  hasn't  turned  out 
according  to  plan. 

XEROX 


If  you'd  like  more  information  on  the  Information  Outlet,  write  us  and  we'll  send  you  a  booklet: 
Xerox  Corporation,  P.O.  Box  470065,  Dallas,  Texas  75247. 
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Atomic  Corp.  nuclear  joint  venture 
Gulf  Oil,  Royal  Dutch  was  force 
write  off  a  $500  million  investment 

"We  think  nuclear  will  play  a  r 
says  physicist-mathematician 
Beckers,  group  research  coordinatoi 
head  of  Royal  Dutch's  Nuclear  Ei 
division.  "But  a  nuclear  plant  costs  j 
$500  million  more  than  a  convent) 
energy  plant.  Unless  the  goverruj 
subsidizes  that  cost,  there  is  no  v| 
private  company  can  develop  nuclea 

"I  can  tell  you,"  de  Bruyne  red 
told  European  analysts,  "we  will  rl 
build  a  nuclear  power  station." 

The  multitudes  will  not  stop  taj 
about  obscene  profits  unless  timi 
veals  these  huge  profits  have 
wisely  and  efficiently  invested — bj 
than  any  government  could  do  if 
the  ultimate  benefit  of  the  world's 


De  Bruyne  will  not  hear  I 
moving  into  office  equipml 
along  the  path  Exxon  has  o| 
sen.  "We  think  we  know 
energy  business,  and.  hat 
illusions  about  any  other/ 

gy  users.  All  the  oil  majors  are 
aware  that  the  world  is  watching  tl 
in  this  respect,  none  more  so  than 
al  Dutch.  De  Bruyne  won't  hea| 
buying  a  Montgomery  Ward  as  M 
has  done,  or  moving  into  office  ea 
ment  along  the  path  Exxon  has  chj 
"We  think  we  know  the  energy  | 
ness,  and  have  no  illusions  about 
ting  involved  in]  any  other,"  he 
"If  we  move  into  something,  we  i 
to   participate   with  managemeni 
technological  expertise.  Our  biggea 
set  is  our  technology,  and  we're 
going  to  waste  that  on  something 
don't  know  much  about." 

Look  at  it  this  way:  Barring! 
unforeseen,  the  Royal  Dutch/Shell  Q 
promises  to  earn  a  total  upwards  ol 
billion  to  $90  billion  (in  1980  conj 
dollars)  over  the  decade  of  the  11 
After  allowing  for  dividends  at  the  t 
tional  rate  of  35%,  that  would  leave 
$50  billion  for  reinvestment.  Reinv< 
wisely  it  should  double  Royal  D 
earnings  by  the  end  of  the  decad< 
that  remove  actual  projections  get  p 
unreal,  but  it's  not  unreasonable  to 
ulate  that  Royal  Dutch  Petroleum 
be  earning  over  $50  per  share,  all  i: 
rent  dollars,  by  decade's  end  and 
out  as  much  as  $20  per  share.  Infl 
What  better  protection  against  infl; 
than  oil  in  the  ground,  high  techncj 
and  disposable  cash  flow?  You  don'tj 
to  be  dead  accurate  on  numbers 
these  to  realize  you  might  be  doini 
nior  a  big  favor  by  stuffing  10,  50  al 
shares  of  Royal  Dutch  Petroleum  if 
stocking  this  Christmas.  ■ 
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Photography  by  Walter  looss,  Jr  lor  Sports  Illustrated 


The  man  who  closed  the  Open. 


Some  moments  never  end. 
Jack  Nicklaus'  triumph  in  the 
1980  U.S.  Open  at  Balrusrol  was  one 
of  them. 

It  marked  his  fourth  Open  title 
and  eighteenth  major  championship. 

It  also  closed  the  door  on  the 
' \\ it  stion,  who's  the  greatest  golfer 
ever. 

And  put  Jack  right  where  he 
lelongs:  among  the  greatest  per- 
onners  in  all  of  sports  history. 
Sports  Illustrated  was  right  there 


with  him.  Not  merely  to  cover  him. 
But  to  capture  his  intensity  and 
magic. 

We  did  it  in  words  and  fast-close 
color  photography  created  by  a 
staff  as  dedicated  to  their  work  as 
Nicklaus  is  to  his. 

And  we  do  this,  each  week, 
superbly  enough  to  attract  16  mil- 
lion avid  readers.  Young,  intelligent 
readers.  Readers  with  money  to 
spend. 

This  national  audience  is  Sports 


llhistrated's  basic  advertising  buy. 
And  when  you  have  special  market- 
ing problems,  we  also  offer  a  range 
of  special  geographic  and  demo- 
graphic editions. 

Sports  llhistrated's  news:  It's 
some  of  the  biggest  news  in  the 
world  each  week. 

Be  a  part  of  it. 

Sports  Illustrated 

America's  Sports  Newsweekly. 

©  1980  Time,  Inc.  All  rights  reserved 


Ahead  in  easier  cooking 

Now  you  can  take  meals  straight  from  your  grocer  s 
freezer  and  cook  them  in  any  oven— microwave  or 
conventional  They  come  packed  in  paper  cooking 
trays  coated  with  Cleartuf.  a  special  polyester  They 
resist  grease  They  withstand  temperatures  over 
400°F  And  they  cook  evenly  in  microwave  ovens 
Goodyear  helped  develop  the  resin  that  makes  this 
possible— and  we  make  more  of  it  than  anyone  else 


Ahead  in  saving  weight 

By  winding  around  six  pulleys,  all  in  line  with  eac 
other,  this  Goodyear  Poly-V  belt  does  the  work  of 
three  regular  belts  and  saves  nearly  an  inch  of  enc 
space  That  can  cut  a  car  s  weight  by  as  much  as 
pounds  for  better  gas  mileage  Goodyear  develo 
this  serpentine  drive  system  and  the  specially 
designed  high-strength  belt  It's  thinner  than  reg 
V-belts  to  run  cooler,  last  longer 
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Cleartuf »  —The  Goodyear  Tire  and  Rubber  Company 


noves  out  front, 
nit  ahead 


Ahead  on  two  wheels 

Kenny  Roberts'  third  straight  win  in  the  500cc 
World  Grand  Prix  Championship  crowns  ten 
years  of  concentrated  Goodyear  development, 
on  the  road  and  off.  Goodyear  set  out  to  broaden 
the  limited  range  of  tires  available  to  U.S.  motor- 
cyclists back  in  1971.  Today  we  offer  13  different 
motorcycle  tire  designs.  Result:  motorcyclists 
have  made  us  Number  One  in  the  U.S.  market. 


GOOD/YEAR 

Out  front.  World  wide. 
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Knowing  what  it's  worth 
can  be  worth  a  lot. 


M  ERIC  AX 
PPRAISAL 


We  weren't  around  when  Mrs.  O'Leary's  cow  kicked  off 
the  Chicago  Fire.  But  we  have  helped  thousands  of 
property  owners  keep  from  getting  burned.  The 
world's  largest  appraisal  firm  can  help  you,  too,  with 
property  valuations  and  much  more.  WE  KNOW  VALUES. 

Atlanta  ■  Baltimore  •  Bangkok  •  Boise  •  Boston  •  Buffalo  •  Charlotte  •  Chicago  •  Cincinnati  •  Cleveland  •  Dallas  •  Denver  •  Detroit  •  Hong  Kong 
Honolulu  •  Houston  •  Jakarta  •  Kansas  City  •  London  •  Los  Angeles  •  Madrid  •  Manila  •  Mexico.  D  F  •  Miami  •  Milan  •  Milwaukee  •  Minneapolis 
Montreal  •  New  Orleans  •  New  York  •  Pasadena  •  Philadelphia  •  Pittsburgh  •  Portland  •  Princeton  •  Rolling  Meadows  •  Rome  •  St  Louis 
Salt  Lake  City    •    San  Francisco    •    Seattle    •    Singapore    •    Spokane    •    Stamford    •    Tampa    •   Toronto    •    Vancouver    •    Washington.  D  C 
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^anized  crime  and  legitimate  business  frequently  work  together 
metimes  the  businessmen  have  no  choice.  But  all  too  often  they  do. 


The  invisible  enterprise— Part  5 

The  mob's 
legitimate  connections 


By  James  Cook 
with  Jane  Carmicnael 

ack  in  the  1960s,  when  concern 
about  the  environmental  dangers 
of  detergents  was  at  its  peak,  a 
New  Jersey  company  called  North 
ican  Chemical  came  up  with  a 
new  phosphate-free  detergent  un- 
e  name  Ecolo-G.  North  American, 
er  of  private  label  detergents,  had 
xperience  in  consumer  marketing, 
umed  to  another  New  Jersey 
Best  Sales,  to  market  Ecolo- 
st  Sales  was  owned  by  New 
mobster  Eugene  Catena,  and 
ay  its  marketing  skills  were 
te.  Ecolo-G  quickly  showed 
the  shelves  of  retailers  like 
Union,  E.J.  Korvette,  First 
al,  Sears,  Food  Fair.  "If  we 
them  how  they  were  selling 
e  North  American  executive 
sly  said  later,  "they  would 
:  'You  make  it.  We  sell  it. 
ask  what  we're  doing.'  " 
th  American  didn't  ask.  In 
ars,  North  American's  sales 
than  doubled,  and  its  propri- 
figured  they'd  triple  once 
climbed  on  the  bandwagon, 
le  Great  Atlantic  &  Pacific 
o.  refused  to  get  aboard.  North 
can's  detergents  did  not  meet  its 
rds,  A&P  said,  and  so  it  refused  to 
the    product.    Within   a  few 
is,  a  string  of  A&P  stores  was  hit 
jes,  causing  $60  million  in  losses; 
ore  managers  were  murdered  and 
committed   suicide.   These  days 
G  is  no  more.  The  Food  &  Drug 
nistration  found  that,  far  from  be- 
nign, Ecolo-G  was  itself  dangerous 

P's  conduct  was  hardly  the  norm, 
i  fear,  need,  indifference,  hope  of 
or  even  mere  convenience,  more 
anies  than  not  in  these  circum- 
;s  would  have  taken  the  path  of 
resistance.  Nor  can  it  be  said  that 
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Car  lot  in  Queens,  N.Y. 

Most  of  the  $3  billion  in  autos  stolen  every  year 
are  now  stolen  for  their  parts.  Chop  shops  move 
the  parts  into  the  legitimate  market. 

such  behavior  is  unusually  unprincipled. 
More  often  than  most  legitimate  busi- 
nesses wish  to  acknowledge,  they  and 
organized  crime  have  learned  to  accom- 
modate themselves  to  each  other  to  their 
mutual  benefit.  It  is  certain  that  orga- 
nized crime,  with  its  present  scale  and 
ambitions,  cannot  go  about  its  business 
without  the  use  of  legitimate  channels. 
How  else  can  it  launder  money?  Fence 
stolen  merchandise?  Cloak  criminal  ac- 
tivities in  respectability?  What  is  less 
obvious  but  equally  true  is  that  many 
legitimate  businessmen  deal  with  orga- 
nized crime.  They  do  not  necessarily  do 
so  in  any  illegal  way,  but  in  many  cases 
they  cannot  be  ignorant  of  whom  they 
are  dealing  with. 


One  of  the  mob's  greatest  joys — and 
greatest  problems — is  the  amount  of 
business  it  does  in  cash.  As  a  result, 
many  if  not  most  U.S.  financial  institu- 
tions accommodate  themselves  to  orga- 
nized crime  one  way  or  another  at  some 
time  or  other.  The  accommodation  can 
be  inadvertent.  Simply  offering  the  same 
services  to  the  mob  that  they  offer  any 
other  good  customer  will  do  it — bending 
procedures  here  (not  requiring  identifica- 
tion or  endorsement  for  cashing  a  check) 
or  making  an  exception  there  (ne- 
glecting to  report  a  large  cash 
transaction  to  the  Treasury).  But 
sometimes  the  accommodation  is 
calculated.  A  few  years  ago,  accord- 
ing to  federal  authorities,  narcotics 
runners  bribed  a  number  of  Chemi- 
cal Bank  employees  to  launder  drug 
money  for  them — to  exchange  the 
small  bills  collected  from  their  cus- 
tomers for  50s  and  100s.  Last  year, 
New  York  City's  United  Americas 
Bank  was  charged  with  failing  to 
file  the  required  currency  transac- 
tions reports,  and  so  too,  halfway 
across  the  country,  was  an  official 
of  Texas'  Ridglea  State  Bank,  in 
connection  with  a  $45,000  loan  to 
a  cocaine  dealer.  The  New  York 

  bank  pleaded  guilty.  The  Texas 

banker  was  convicted. 

The  currency  exchanges,  investment 
houses  and  securities  brokers  can  hardly 
fail  to  be  aware  that  the  large  sums  of 
cash  they  are  moving  into  this  or  that 
bank  account  in  Switzerland  or  Panama 
or  the  Cayman  Islands  are  not  quite  right, 
but  there  are  commissions  to  be  made, 
profits  to  be  realized  and  nothing  to  be 
gained  by  asking  awkward  questions.  Be- 
sides, there's  the  right  to  privacy.  The 
Justice  Department  went  to  court  last 
spring  trying  to  subpoena  the  records  of 
the  Arawak  Trust  Co.,  a  Cayman  Islands 
bank  owned  by  a  U.S. -British  banking 
consortium,  because  it  thought  the  Trust 
had  been  used  to  launder  kickbacks  on 
Teamsters  loans  to  the  C&S  Golf  & 
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"Businessmen  deal  with  organized  crime  on  whatever 
terms  they  have  to,"  says  Ralph  Salerno.  "But  there  is  no 
demand  from  the  business  establishment  to  say.  Hey, 
goddammit,  do  something  about  organized  crime." 


Country  Club  on  Long  Island.  No  dice. 
Bank  secrecy  protects  the  just  and  the 
unjust  alike. 

A  good  many  businesses  come  to 
terms  with  the  mob  because  they  have 
concluded  that  they  have  no  choice 
about  it — not  if  they  want  their  goods 
moved,  their  garbage  collected  or  pizza 
with  mozzarella  cheese  on  top.  "We're 
willing  to  accept  a  certain  amount  of 
crime  control  and  crime-interest  infiltra- 
tion, especially  in  the  Teamsters  union, 
as  a  source  of  labor  peace,"  a  trucking 
industry  executive  told  Philadelphia's 
Citizens  Crime  Commission  when  it 
proposed  holding  some  seminars  on  how 
to  hold  off  the  Mafia. 

Willingly  or  not,  whole  industries  have 
resigned  themselves  to  dealing  with  the 
mob.  A  decade  ago,  investigators  discov- 
ered that  the  air  cargo  industry — at  Ken- 
nedy in  New  York  and  almost  every  oth- 
er major  airport  in  the  country — operat- 
ed largely  at  the  sufferance  of  unions 
demanding  payoffs  for  labor  peace  and 
truckers'  associations  demanding  fees 
for  access  to  the  airport.  According  to 
law  enforcement  people,  nothing  has 
really  changed.  At  every  major  shipping 
terminal  in  the  country — rail,  truck, 
air — theft  on  a  scale  too  big  to  be  random 


continues  at  appallingly  high  levels.  That 
is  what  some  unions  offer  in  exchange 
for  their  members'  docility — the  right  to 
steal  on  a  regular  basis  and  in  such  con- 
sistent quantities  that  stealing  becomes 
almost  a  fringe  benefit. 

Some  years  ago  Pan  American  World 
Airways  was  confronted  with  the  theft 
of  $2  million  worth  of  blank  flight  tick- 
ets. To  get  them  back,  Pan  Am  was  will- 
ing to  pay  as  much  as  $70,000  in  ransom 
to  the  thieves.  Reprehensible?  Perhaps. 
But  Pan  Am  was  doing  as  a  matter  of 
expediency  what  every  major  insurance 
company  does  a"s  a  matter  of  policy — 
recovering  stolen  property  at,  say,  20 
cents  on  the  dollar  rather  than  paying 
insurance  claims  at  100. 

More  questionable  was  the  $72,000 
Mobil  paid  a  nonunion,  mob-controlled 
trucking  operator  some  years  ago.  Mobil 
claimed  it  coughed  up  the  cash  during  a 
truck  strike  "to  meet  an  immediate  pay- 
roll." But  $72,000?  In  cash?  In  5s,  10s  and 
20s  in  a  satchel  in  the  lobby  of  the  Mobil 
building? 

Next  to  "labor  peace,"  the  most  vital 
service  organized  crime  furnishes  legiti- 
mate business  is  money — high-risk  mon- 
ey, at  high  rates,  with  no  collateral  other 
than  the  borrower's  fear.  For  the  busi- 


nessman as  for  the  gambler,  th 
shark  is  the  lender  of  last  resort. 

The  world  is  filled  with  tales 
hapless  businessman  who  stumble} 
some  gambling  casino  in  debt  up  i 
eyeballs,  goes  to  the  loan  sharks  i 
off  his  marker  and  then  finds  h 
ready  to  do  almost  anything  to  get) 
off  his  back — burn  down  his  ho 
fraud  his  partner,  give  away  his  b 
It  probably  happens  even  more  of 
the  blue-collar  worker  who  may  no| 
a  business  to  give  away,  but  who 
know  when  a  high-value  shipmt 
leaving  the  platform,  or  how  the 
system  works  at  the  warehouse. 

But  forget  the  gambling.  Dozens 
gitimate  businesses  run  by  peopli 
never  made  a  bet  need  large  amou 
short-term  money — to  pay  bills,  tc 
payrolls — and  for  various  reasonsi 
get  it  through  normal  channelsi 
trucking  business,  for  instance,  | 
volume  ebbs  and  flows  with  the  fl 
ations  in  the  economy.  The  gai 
business,  where  the  trade  is  season) 
so  are  the  cash  demands.  When  a 
manufacturer  can't  get  money  to  fi| 
his  inventories  from  the  banks,  h 
have  nowhere  else  to  turn  but  tin 
sharks.  And  why  not,  if  the  only  all 
tive  is  going  out  of  business?  On  Sa 
Avenue,  at  least,  the  gamble  c 
worth  the  risk.  If  the  cash  does 
rolling  back,  the  shylocks  are  pai 
and  the  manufacturers  get  by  t(| 
another  season.  But  if  the  gamble 
the  mob  may  end  up  owning 
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On  the  waterfront 


The  conditions  that  Budd  Schulberg  had  described  in 
his  devastatingly  effective  script  for  the  movie  On  tlx 
Waterfront  were  also  laid  out  in  notorious  detail  in 
hearings  conducted  by  the  New  York  State  Crime  Commis- 
sion in  1953.  In  the  wake  of  those  hearings,  a  new  agency 
was  set  up,  the  New  York-New-Jersey  waterfront  commis- 
sion, whose  mission  was  to  clean  up  the  New  York  water- 
front, drive  the  hoods  from  the  International  Longshore- 
men's Association  and  extortion,  bribery  and  kickbacks 
from  the  docks. 

But  two  decades  later,  when  the  federal  government's 
Unirac  investigation  got  under  way  in  the  mid-Seventies,  it 
quickly  became  clear  that  the  waterfront,  from  New  York  to 
Mobile,  was  as  corrupt  as  ever.  In  1977  the  ILA's  general 
organizer,  Fred  Field,  was  convicted  of  having  shaken  down 
United  Brands  for  $124,500.  Since  then  ten  ILA  interna- 
tional officials,  nine  of  them  local  presidents  as  well,  have 
been  convicted  on  similar  charges.  The  convictions  show 
"firmly  and  conclusively,"  says  U.S.  Attorney  William  M. 
Tendy,  that  the  100,000-member  ILA  is  controlled  by  orga- 
nized crime. 

The  New  York  waterfront,  the  evidence  made  clear,  was 
run  by  a  Mafia  member  named  Michael  Clemente,  a  former 
union  official  who  had  supposedly  been  banned  from  the 
port  25  years  before,  after  having  been  found  guilty  of 
extortion.  Clemente  divided  the  port  into  three  territories, 
each  headed  by  a  member  of  one  of  New  York's  organized 


crime  families.  Clemente  controlled  Manhattan,  Tirio  1 
mara  northern  New  Jersey,  and  Anthony  Scotto  Brookly 
Handsome,  personable,  intelligent  and  articulate,  Sec 
had  come  to  symbolize  New  York's  new  corruption-1 
waterfront.  True,  he  had  married  the  daughter  of  the  a 
time  overlord  of  the  New  York  waterfront,  Tough  T< 
Anastasio,  whose  brother  was  Murder  Inc.'s  Albert  Ana: 
sia.  But  he  demonstrated  the  continuing  ability  of  upwai 
mobile  second-generation  Americans  to  assimilate  the 
selves  into  the  American  mainstream.  He  was  a  power 
only  in  the  union  but  in  New  York  politics  as  well, 
counted  among  his  friends  people  like  Robert  Wagner  ; 
John  Lindsay,  former  mayors  of  New  York,  to  say  noth 
of  Hugh  Carey,  the  present  governor  of  New  York.  All  th 
testified  to  his  character  when  the  Unirac  prosecutions 
under  way. 

But  the  new  waterfront,  it  turned  out,  was  the  same 
the  old.  As  the  trial  testimony  revealed,  Scotto  wa 
member  of  the  Mafia — Clemente  in  fact  had  even  hel 
initiate  him — and  the  jury  found  him  guilty  of  accept 
$265,000  in  bribes,  including  $245,000  from  McGrath  J 
vices  Corp.,  a  marine  servicing  firm.  "I  was  an  extrem 
ambitious  man,"  said  William  Montella,  an  executive  t 
McGrath  subsidiary,  in  explaining  why  he  paid  Scotto 
"I  thought  Mr.  Scotto  would  ward  off  any  contractors  try 
to  take  business  away  from  me." 

That  was  no  idle  concern.  When  a  new  shipping  compj 


ill 
(0 :  nc 
Jlapaid 

ail 
the 
ann 
head i 
highest 
1  mom 
hacco 
=  Chilea 
Cardnei 
b  PV  oi 


146 


FORBES,  NOVEMBER  1 


according  to  the  authoritative 
aper  Women's  Wear  Daily,  orga- 
rime  figures  as  recently  as  1977 
ed  at  least  20  Seventh  Avenue 
including  Sherwood  Fashions, 
vas  put  together  by  the  late  mob- 
>mas  Luchese. 

end  money  to  a  guy  who  has  a 
;  and  can't  get  a  loan  from  a  bank 
ice  company,"  mobster  Vinnie 
ecalled  in  his  book,  Vinnie  Tere- 
i.  "Sooner  or  later  he  falls  behind 
ayments.  When  he  does,  the  mob 
im  and  his  business.  .  .  .  Maybe, 
aoperates,  they'll  even  let  him 
»me  serious  money  with  them.  If 
n't,  maybe  he  has  an  accident." 
;  mid-Seventies,  one  Bronx  busi- 
borrowed  $50,000  from  a  loan 
lit  a  relatively  modest  2%,  or 
per  week.  To  keep  up  payments 
he  borrowed  more  from  the  loan 
and  more,  and  still  more.  Within 
rs,  he  owed  $312,000,  his  vigor- 
running  around  $5,500  a  week 
sharks  had  installed  a  man  in  his 
look  over  the  business.  But  for 
.  sharks,  however,  the  business 
ell  have  gone  under  long  ago. 
an  sharks,  1980  has  been  a  good 
hen  money  gets  tight,  the  de- 
ises  quickly  in  the  illegitimate 
"The  interest  rate  hasn't 
at  all,"  says  John  Ferguson,  a 
nt  with  the  New  York  Police  De- 
it's  Organized  Crime  Control  Bu- 
's  still  five  points  a  week.  But  the 
ark  is  getting  more  customers. 


The  customer  doesn't  have  to  have  that 
collateral;  he  can  usually  get  the  money 
right  away." 

For  the  loan  sharks,  it's  a  great  busi- 
ness. "The  people  we  give  the  money  to 
are  business  people,"  some  wiretaps 
caught  one  loan  shark  saying.  "If  they 
don't  pay,  they  got  their  businesses.  We 
take  their  trucks,  whatever,  and  you  sky- 
rocket. Nobody  ever  rats  you  out.  You 
don't  gotta  worry  about  telephone  calls. 
All  you  do,  it's  nice,  you  get  in  your  car 
once  a  week,  and  you  go  collect  your 
money.  Then  you're  home  free,  you 
know.  .  .  .  They  give  it  to  you,  and  they 
give  it  to  you,  and  they  give  it  to  you,  and 
they  give  it  to  you.  Forget  it,  they  never 
touch  the  principal.  ..." 

Unscrupulous  businesmen  have  al- 
ways turned  to  arson  as  a  way 
out — to  liquidate  a  losing  busi- 
ness, bail  out  a  bad  real  estate  invest- 
ment, pay  off  an  insistent  loan  shark. 
Most  are  inclined  to  pay  some  punk  a 
few  hundred  dollars  to  spread  some  gaso- 
line around.  Today,  though,  in  New 
York,  New  Jersey,  Ohio  and  elsewhere, 
professional  arson  rings  will  do  the  job, 
offering  package  services — inflating 
property  values,  arranging  insurance  cov- 
erage, burning  the  building  and  collecting 
and  distributing  the  insurance  proceeds. 
But  arson  is  a  criminal  act,  both  morally 
and  legally.  The  businessman  who  seeks 
such  a  solution  is  not  simply  entering  a 
partnership;  he  is  changing  sides. 

The  traffic  in  stolen  goods  is  a  more 
complex  matter.  Last  year  $6.7  billion 


worth  of  goods  was  stolen  from  homes 
and  individuals,  from  loading  platforms 
and  warehouses,  from  trains,  trucks  and 
airplanes.  According  to  the  FBI,  only 
30%  of  that  total  is  ever  recovered.  So 
it's  obvious  that  all  those  cigarettes,  tele- 
vision sets,  hair  sprays  and  running 
shoes  aren't  being  parceled  out  to  the 
hijackers'  friends.  They're  moving  back 
into  the  market,  sometimes  through 
pawnbrokers  and  auctioneers,  discount 
stores  and  flea  markets,  but  often 
through  the  same  channels  for  which 
they  were  originally  intended — depart- 
ment stores  and  supermarkets,  drug- 
stores and  building  materials  outlets. 
When  a  consumer  finds  Pepperidge  Farm 
stuffing  at  Milwaukee's  Seven  Mile  Fair 
flea  market  selling  for  $4. 1 5  a  case,  vs.  the 
$5.33  a  case  the  company  is  charging 
wholesalers,  as  one  customer  did  a  few 
years  ago,  it  should  be  obvious  the  goods 
are  stolen.  But  it  is  harder  to  judge  19- 
inch  color  television  sets  that  list  for 
$480  selling  at  under  $300,  or  steel-belted 
radial  snow  tires  selling  at  $30  apiece 
when  the  going  price  is  $50. 

Some  merchandise  has  to  find  its  way 
back  into  its  traditional  markets.  There's 
no  place  else  for  it  to  go.  If  meat,  seafood, 
fresh  fruits  and  vegetables  are  not  fenced 
quickly,  they  will  spoil.  Liquor  still  goes 
to  liquor  stores  or  into  the  bars.  The  meat 
that  is  hijacked  on  the  highway  still  finds 
its  way  to  the  meat  market  or  provision- 
er — often  the  same  meat  market  or  provi- 
sioner  as  it  was  originally  intended  for — 
picked  up  at  half  price  from  the  hijackers 


•ally.Xeu  York  Comptroller  Goldin.Scotto  (arrow),  Lieutenant  Governor  Cuomo,  Governor  Carey,  President  Carter,  Mayor Kocb. 


Id  into  the  area,  the  ILA  could  determine  who  got 
Ispair  contract.  The  Justice  Department  claimed  that 
ella  paid  at  least  $500  a  month  to  an  executive  of 
•Jetumar  line,  a  Brazilian  company,  and  the  execu- 
;oassed  the  money  on  to  Clemente.  When  the  Con- 
ia  line  announced  it  was  moving  to  Newark,  Carrol 
|ier,  head  of  the  ILA  local  there,  put  the  contract  up 
le  highest  bidder.  Montella  got  it  for  $20,000  plus 
|0  a  month.  Gardner  then  began  demanding  pay- 
Is  for  accounts  Montella  already  had,  and  Montella 
::he  Chilean  line  account  because  a  competing  firm 
Id  Gardner  $2,000  a  week,  where  Montella  was  pre- 

to  pay  only  $500. 
vasn't  simply  the  suppliers  that  were  affected.  Netu- 
decided  that  the  $800,000  a  year  it  was  paying  its 


stevedore,  Irving  Held,  for  the  use  of  certain  equipment  was 
excessive,  and  tried  to  buy  the  equipment  instead.  Held  at 
first  refused.  Then  Clemente  stepped  in  on  Netumar's  be- 
half. According  to  the  Justice  Department,  Netumar  agreed 
to  pay  Clemente  25%  of  every  dollar  saved,  and  with  that 
assurance  Clemente  managed  to  persuade  Held  to  sell  the 
equipment  for  $300,000.  Between  1973  and  1978,  when  the 
arrangement  was  ended,  Clemente  pocketed  $200,000  a 
year— the  agreed  upon  25%  of  the  $800,000  savings,  $1.2 
million  altogether. 

"The  extent  and  longevity  of  the  corruption  in  this  case," 
says  Assistant  Attorney  General  Philip  Heymann,  "are  pos- 
sible only  when  businessmen  find  it  more  economically 
advantageous  to  live  with  the  corrupt  system  than  with  the 
free  market."— James  Cook 
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Currency  exchanges,  securities  brokers,  investment 
houses  are  aware  that  large  sums  of  cash  are  suspicious, 
but  there  are  commissions  to  be  made,  profits  to  be 
realized,  and  nothing  to  be  gained  by  asking  questions. 


hijackers  by  some  venal  wholesaler. 

The  same  possibilities  exist  for  hun- 
dreds of  other  commodities — from  gyp- 
sum wallboard  to  perfume  and  cigarettes. 
Even  when  products  bear  serial  numbers 
and  identifying  labels,  like  power  tools  or 
hair  dryers,  they  are  still  difficult  to 
trace.  And  on  many  items,  the  retailers 
don't  deal  directly  with  manufacturers; 
they  deal  with  wholesalers  or  jobbers. 
Thus,  the  specials  you  see  at  your  local 
supermarket  or  discount  house  may  be  a 
steal  all  right,  for  the  simple  reason  that 
they  may  be  stolen. 

In  such  cases,  the  interests  of  manu- 
facturers and  retailers  do  not  always  co- 
incide. The  record  and  tape  business 
makes  the  point  clearer.  The  Recording 
Industry  Association  estimates  that 
about  $400  million  in  revenues — over 
10%  of  the  industry's  reported  retail 
shipments — is  diverted  every  year  from 


national,  both  subsidiaries  of  American 
Can,  were  sending  it  counterfeit  returns, 
and  a  grand  jury  confirmed  its  suspicions 
by  indicting  Sam  Goody  for  peddling  $1 
million  worth  of  counterfeit  records  and 
tapes  through  its  stores — bestsellers  like 
the  Bee  Gees'  Saturday  Night  Fever  and 
the  sound  track  from  Grease.  Goody 
pleaded  not  guilty  and  the  case  is  await- 
ing trial. 

There's  always  a  ready  market  out 
there  waiting.  When  the  State  of  New 
York  Commission  of  Investigation  set 
up  a  sting  operation  a  couple  of  years  ago 
and  tried  to  sell  allegedly  stolen  mer- 
chandise such  as  beauty  aids  and  panty- 
hose at  a  60%  discount  from  wholesal- 
ers' costs,  9  firms  out  ofr  11  contacted 
willingly  accepted,  and/some  were  sub- 
stantial outfits,  doing  as  much  as  $30 
million  a  year.  The  commission's  report 
concluded,  "Investigators  uncovered  a 


South  Chicago  Auto  Parts 

Now  under  new  management.  South  Chicago  Auto  Parts  used  to  sell  chop-shop 
parts  almost  exclusively,  shipping  them  to  buyers  in  a  dozen  states. 


the  legitimate  industry  through  counter- 
feiting. But  the  distributors  aren't  com- 
plaining. Those  counterfeits  move 
straight  into  legitimate  distribution 
channels,  and  so  do  uncounted  millions 
of  legitimate  records  and  tapes  that  are 
filched  right  at  the  manufacturer's  ware- 
house. One  investigator  told  Forbes  that 
some  200,000  discs  and  cassettes  a 
month  are  being  stolen  from  one  major 
record  company  alone.  For  the  distribu- 
tor and  retailer,  dealing  in  stolen  mer- 
chandise is  especially  lucrative  since, 
with  a  bestselling  record — stolen  or 
counterfeit — you  don't  even  need  to  dis- 
count it  to  move  it  out  of  the  store. 

There's  little  question  the  retailers  and 
distributors  usually  know  what  they're 
handling.  Polygram  had  been  complain- 
ing that  Sam  Goody  and  Pickwick  Inter- 


pattern  of  seemingly  legitimate  business- 
men playing  a  crucial  role  in  the  redis- 
tribution of  stolen  property." 

For  criminals  and  retailers  alike,  the 
most  lucrative  products  are  those  pro- 
duced in  large  volume  without  serial 
numbers  or  other  identification — health 
and  beauty  aids,  batteries,  records,  fash- 
ions, hard-to-trace  brand-name  items 
that  move  fast  through  discount  stores. 
Usually  the  buyer  mixes  the  stolen  mer- 
chandise in  with  the  legitimate  mer- 
chandise he  distributes  so  that  it  effec- 
tively disappears.  Thus,  when  Donald 
Solof,  head  of  New  York's  Sudon  Distrib- 
utors, picked  up  some  Clairol  Nice  n 
Easy  hair  coloring  at  a  giveaway  $35  to 
$40  a  case,  he  mixed  it  in  with  his  other 
inventory,  for  which  he'd  paid  $54  a 
case,  and  sold  the  lot  to  customers  for 


about  $48  a  case.  At  that  price, 
could  hardly  fail  to  know  that  the 
were  stolen. 

Again,  a  $2  million  shipment  of 
was  hijacked  from  SmithKline 
years  ago  at  a  Yardley,  Penna.  truq 
minal.  Within  hours  the  hijacker  \| 
the  phone  to  a  drugstore  in  Philad) 
asking  for  help  in  disposing  of  ii 
druggist  called  some  friends  in 
York,  and  within  ten  days  the  druj 
passed  through  the  hands  of  a  half 
different  merchandisers,  from  a 
farm  in  New  Jersey  to  a  general  mej 
diser  on  Long  Island  to  a  wholesa 
Manhattan  to  a  Manhattan  drugst 
New  Jersey  wholesaler  and  a  0 
wholesaler.  The  Manhattan  whol 
agreed  to  take  the  drugs  at  40% 
wholesale  price,  offered  them  to  thi 
store  for  35%  below  wholesale,  wrj 
turn  sold  them  to  a  New  Jersey  win 
er  for  30%  off. 

Partners  in  crime;  Dange 
close  to  it.  "Any  merchan 
buys  goods  at  a  price  belovd 
he  knows  to  be  a  fair  wholesale  J 
says  William  K.  Lambie,  associate 
tor  of  the  Chicago  Crime  Commi 
"knows  exactly  what  he's  buying.' 

Such  partnerships  today  are 
temporary  and  accidental.  They  g< 
ly  reflect  long-standing  business  re 
ships.  Probably  the  most  spectacui 
ample  is  the  bootleg  cigarette  di« 
tion  network  the  mob  organized 
late  Sixties.  A  remarkable  orgai 
feat,  the  network  now  encomi 
thousands  of  wholesalers,  distril 
and  retailers,  most  of  them  ostei 
legitimate.  "Managers  of  a  legij 
firm  dealing  in  legitimate  merchai 
Donald  R.  Cressey  concluded  in  hi 
nized  crime  study,  Theft  of  the  / 
"could  not  have  organized  such  an 
prise  in  less  than  three  years."  Tl 
pact  on  legitimate  businessmen  w 
not  join  the  crowd  was  devasl 
Wholesalers  and  retailers  went 
business  by  the  hundreds.  "To  sta 
these  days,"  one  wholesaler  says, 
can't  stay." 

More  recent  is  the  developing  tr; 
stolen  auto  parts  flowing  out  o 
"chop  shops"  that  have  sprung  1 
over  the  country.  The  growth  has 
so  extraordinary  that  the  majority 
$3  billion  worth  of  automobiles  noi 
len  every  year  are  not  stolen  for 
selves  but  for  their  parts.  Chop 
have  boomed  because  carmakers 
unable  to  provide  quality  parts  as  I 
customers  demand.  Bash  in  the  di 
the  front  end  of  your  car  and  it  ma' 
weeks,  even  months,  to  get  a  re 
ment  from  the  manufacturer.  A  s; 
yard  can  get  one  from  a  chop  shop 
night — perhaps  stolen  to  order  j 
with  the  rest  of  the  car  that  it 
from.  "In  our  shop  we  might  get  t 
three  calls  a  day  from  the  same 
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Reach  more  businessmen  effectively 

The  1 980  European  Businessman  Readership  Survey  shows  that  one  page  in  each  of 
the  seven  business  magazines  which  make  up  the  INTERNATIONAL  MANAGEMENT 
NETWORK  reaches  four  times  more  businessmen  for  around  the  same  cost  as  one 
colour  page  in  a  leading  newsmagazine.  INTERNATIONAL  MANAGEMENT  alone 
provides  the  optimum  of  coverage  and  cost  effectiveness. 
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INTERNATIONAL  MANAGEMENT  in  English 
ACTUALIDAD  ECONOMICA  in  Spanish 
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I     LE  POINT  in  French 
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for  more  information  call 

ALASTAIR  GORNALL  -  Southern  States  Telephone:  (212)  997  3585 
IAN  STEWART  -  North  Eastern  States  and  Eastern  Canada 
Telephone:  (212)  997  2946 

ROBERT  GILOT  -  Central  and  Western  States 
Telephone:  (312)  751  3716 
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McGraw-Hill  House  Maidenhead.  Berkshire.  England  SL6  2QL 


m 


Next  to  labor  peace,  the  most  vital  service  organized  crime 
furnishes  legitimate  business  is  money— high-risk  money, 
at  high  rates,  with  no  collateral  other  than  fear.  The  loan 
shark  is  the  businessman's  lender  of  last  resort. 


ordering  different  parts,"  one  former 
Cincinnati  operator  told  the  Senate  Sub- 
committee on  Investigations  last  winter. 
"We  would  send  someone  out  to  steal  the 
appropriate  car,  chop  it  up  and  send  the 
parts  over  to  the  dealer  the  next  day. 
Everyone  involved  knew  that  the  dealers 
were  reselling  our  parts  for  significant 
profits."  The  chop-shop  operators  them- 
selves were  doing  all  right,  too.  As  the 
same  Cincinnati  operator  explained,  by 
the  time  he  had  been  out  of  high  school 
only  five  years  he  was  already  making 
$350,000  a  year. 

The  chop  shops  charge  cut-rate 
prices — a  door  may  cost  from  one- 
half  to  two-thirds  less  than  it  would 
from  the  manufacturer — but  the  saving 
doesn't  go  to  the  ultimate  consumer.  It 
goes  to  the  middleman — the  salvage-yard 
operator,  or  sometimes  the  repair  shop. 
The  salvage  yard  at  least  can  hardly  fail  to 
know  where  the  parts  are  coming  from. 
These  stolen  parts  in  turn  move  from  the 
salvage  yards  into  the  national  parts  distri- 
bution system  via  the  long-line  telephone 
systems  over  which  salvage  operators 
communicate  nationally. 

South  Chicago  Auto  Parts,  which  sold 
chop-shop  parts  almost  exclusively,  did 
25%  of  its  business  over  three  long  lines 
that  funneled  its  parts  into  a  dozen  mid- 
western  states,  from  Pennsylvania  to 
Missouri  to  Tennessee.  In  one  case,  FBI 
agents  recovered  a  stolen  car's  engine  in 
Chicago,  its  front  end  in  Indiana  and  its 
seats  in  California. 

Collusion  between  criminals  and  le- 
gitimate business  occurs  at  every  point 
along  the  way,  from  the  salvage  shops 
that  market  the  parts  to  the  banks  and 
currency  exchanges  that  cash  checks 
with  fictitious  names  to  validate  them, 
to  the  scrap-metal  dealers  paid  to  demol- 
ish those  unmarketable  parts  with  iden- 
tification numbers,  to  the  insurance 
companies.  The  competition  is  so  sharp 
that  few  honest  salvage  dealers  can  now 
compete.  Where  it  costs  $1,000  to  $2,000 
for  a  legitimate  salvage  vehicle,  the  chop- 
shop  operators  get  a  stolen  car  for  maybe 
$100  to  $300,  sell  parts  for  a  half  or  a 
third  as  much  as  a  legitimate  dealer,  and 
still  clean  up. 

"Bodyswitch"  operators  do  even  bet- 
ter. For  $1,000  or  $2,000  apiece  these 
operators  buy  wrecked  cars  with  undam- 
aged frames,  engines  and  transmissions 
at  insurance  company  auctions  and  then 
steal  identical  cars  from  which  the 
wrecks  can  be  rebuilt,  issued  a  clear  title 
and  put  back  on  the  road.  Normally  a 
salvage  yard  only  wants  a  part  or  two,  so 
a  stolen  car  yields  only  $400  or  $500  in 


parts.  Rebuilt  by  a  bodyswitch  operator, 
using  all  of  the  stolen  parts  and  interiors, 
the  former  wreck  will  yield  maybe 
$3,000.  Though  they  know  better,  the 
insurance  companies  cooperate  in  the 
fraud  because,  in  selling  the  wrecked  cars 
for  salvage,  they  make  something  on 
them.  If  they  junk  them,  they  end  up 
with  nothing. 

"For  every  car  bought  for  salvage  by  an 
illegitimate  yard  or  retag  operator,"  says 
Vladimir  Ivkovich,  commander  of  the  Il- 
linois Secretary  of  State's  Auto  Investiga- 
tion Unit,  "another  car,  corresponding  in 
make,  will  be  stolen.  Thus  the  $1,000  or 
$2,000  made  on  the  sale  of  the  car  at 
auction  is  more  than  negated  when  the 
insurance  company  pays  the  claim  on 

the  theft  of  a  $7,000  car  I  would 

estimate  80%  of  all  the  totally  wrecked 
cars  .  .  .  sold  at  insurance  company  auc- 
tions in  metropolitan  Chicago  are  used 
in  illegal  automobile  retagging  schemes." 

The  most  durable  and  surely  the  most 
profitable  basis  for  partnership  between 
organized  crime  and  legitimate  business 
derives  from  the  mob's  continuing  in- 
volvement in  many  of  the  U.S.'  powerful 
labor  unions.  Often,  it  is  true,  business  is 
more  a  victim  than  a  true  partner;  the 
mob's  capital  in  the  deal  is  its  control  of 
the  rank  and  file,  its  ability  to  threaten  a 
strike,  a  slowdown  in  production,  a  delay 
in  getting  goods  delivered.  Businesses 
pay  or  they  may  grind  to  a  halt. 

A year  or  so  ago,  columnist  Dan 
Dorfman  publicized  a  confiden- 
tial Labor  Department  memo 
that  detailed  how  the  U.S.  branches  of 
some  Japanese  electronics  giants  (Sony, 
Matsushita,  Hitachi  and  Toshiba)  had 
been  forced  to  make  payoffs  to  officers  of 
Teamsters  Local  805 — Abraham  Gordon 
and  Murray  Baratz — in  exchange  for  la- 
bor peace.  And  not  only  that.  According 
to  the  Labor  Department  memo,  some  of 
them  were  also  pressured  into  turning 
their  trucking  business  over  to  a  firm 
headed  by  a  longtime  friend  of  Gordon's. 

In  much  the  same  way,  mobster 
Thomas  Marson  used  his  Teamsters  con- 
nections to  develop  business  for  Alfa 
Chemical,  a  cleaning-equipment  busi- 
ness he  ran  in  Las  Vegas  until  a  year  or  so 
ago.  Marson  told  the  casinos  they  were 
likely  to  have  trouble  with  the  Team- 
sters if  they  didn't  sign  contracts  for  the 
shampoo  and  cleaning  equipment  he  was 
peddling.  The  MGM  Grand,  the  Tropi- 
cana,  the  Dunes,  the  Aladdin  and  the 
Jockey  Club  signed  on  the  dotted  line. 
And  why  not?  Among  Alfa's  owners 
were  not  only  mobsters  like  Marson  and 
James  Fratianno,  but  also  Cleveland's 


Informer  Vmnte  Teresa 
Under  the  government's  witness 
tection  program,  Boston  mobster 
sa  (left),  shown  being  hustled  in 
car,  blew  the  whistle  on  the  mob 


powerful  Teamsters  boss,  Jackie  Pj 
himself. 

It's  not  always  the  mob  that  mak< 
first  move.  When  Douglas  LaChanq 
running  for  president  of  the  News) 
&  Mail  Deliverers  union  in  1 976,  i 
Braunstein,  chief  representative  for 
York's  newspaper  distributors  in  [ 
negotiations,  "sat  me  down,"  or  q 
Chance  remembers,  "and  propositi 
me."  "You  are  going  to  be  the 
dent,"  Braunstein  said.  "It's  about 
you  got  smart  to  yourself.  You  can  i 
ton  of  gold  if  you  listen  to  me."  "Iaj 
interested  in  any  money,"  LaCl 
claims  to  have  replied,  "and  pleasei 
discuss  that  subject  with  me." 

LaChance    needed    no  hints 
Braunstein,  federal  prosecutors 
tained,  because  he  was  already  ii 
pocket  of  a  Mafia  underling  namedi 
DiPalermo.  Over  the  next  three 
LaChance  demanded  and  got  $33 
in  payoffs  from  14  wholesale  de1 
companies  in  the  New  York  area,  in 
ing  a  half-cent-a-copy  kickback  a 
interim  newspapers  sold  during  the 
newspaper  strike  against  the  Time: 
and  Daily  News 

'  During  the  same  period,  El  Dia 
New  York  Spanish-language  newsi 
decided  to  handle  its  own  distrib 
and  Metropolitan  News,  which  hi 
the  business  for  years,  wound  up  w 
employees  it  no  longer  needec 
Chance  refused  to  let  Metropolis 
off  any  more  than  20,  and  even  tht 
until  it  had  paid  him  S3, 000  for  e, 
the  men  it  let  go.  Metropolitan  pa 
was  probably  glad  to  do  so;  S60,0C 
nothing  beside  the  $325,000  the  2t 
verers  earned  in  a  year.  El  Diaric 
thereafter  moved  its  operations  tc 
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America 

searching  for  tomorrow's  oil. 
And  Crouse  Hinds  is  there. 


At  first  glance,  it  may  be  hard  to  imagine 
an  electrical  equipment  manufacturer  involved 
in  drilling  for  oil  hundreds  of  miles  out  in 
the  open  sea. 

But  Crouse-Hinds  is  one  of  the  world  s 
leaders  in  the  development  and  manufacture 
of  electrical  equipment  that's  critical  to 
safe,  efficient  utilization  of  electricity  in 
offshore  petroleum  operations. 


Crouse-Hinds  unique  undersea  electrical  connectors 
work  4  inches  or  400  feet  below  the  surface. 

For  example,  our  unique  patented  under- 
water connectors  simplify  and  speed  offshore 
oil  rig  maintenance.  Using  these  connectors, 
a  diver  can  make  unenergized  electrical 
connections  hundreds  of  feet  underwater! 
And  once  made,  the  connection  can  be 
energized  and  safely  handle  up  to  100 
amperes  at  440  volts  while  still  hundreds 
of  feet  underwater. 

Although  these  connectors  are  only  one 
of  thousands  of  Crouse-Hinds  products  used 
by  the  energy  industry,  they're  typical  of  how 
energy  companies  depend  on  our  special 
expertise  to  help  them  find  and  produce  new 
oil  safely  and  more  economically.  Energy 
companies  are  major  users  of  many  of  our 
over  45,000  different  electrical  products. 

America  needs  new  oil.  That's  why 
Crouse-Hinds  is  going  out  to  sea  . . . 
with  some  electrifying  new  ideas. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company, 
P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 


CROUSE-HINDS 

Our  business 

is  electrifying  ideas. 


Last  year  $6.7  billion  in  goods  was  stolen,  and  only  30% 
was  ever  recovered.  The  swag  isn't  parceled  out  to  the 
hijackers'  friends.  It's  moving  back  into  the  market, 
sometimes  through  discount  stores  and  flea  markets, 
often  through  department  stores  and  supermarkets. 


nccticut  and  hired  Russ  Trucking,  a  non- 
union delivery  company  LaChance  had 
helped  put  together,  to  truck  its  papers 
into  New  York. 

But  if  legitimate  husiness  does  not 
necessarily  seek  out  a  special  relation- 
ship with  a  corrupt  union,  it's  not  likely 
to  reject  one  either,  if  the  union  is  pow- 
erful enough.  In  New  York,  George  Boy- 
Ian,  business  manager  of  Local  Lodge  No. 
5  of  the  International  Brotherhood  of 
Boilermakers,  was  convicted  of  extorting 
more  than  $1  million  over  a  period  of  10 
to  15  years  from  six  construction  compa- 
nies that  build  power  plants  in  the  New 
York  metropolitan  area.  You  paid  Boylan 
off,  or  he  shut  you  down  with  a  strike. 
You  paid  him  off,  or  you  didn't  bid  on  a 
contract.  According  to  a  Justice  Depart- 
ment report,  Boylan's  payoffs  in  effect 
closed  the  market  to  all  but  those  com- 
petitors who  had  the  right  labor  connec- 
tions or  were  prepared  to  pay  enough  to 
create  them.  Boylan  also  had  the  mob  to 
back  up  his  demands — "a  standing  con- 
tract with  Pittsburgh  organized-crime 
figures,"  the  Justice  Department 
claimed,  "to  murder  anyone  who  blew 
the  whistle  on  him." 

In  the  business  of  trucking  meat  in  the 
Los  Angeles  area,  Pronto  Loading  &  Un- 
loading did  even  better  on  a  deal  it  made 
with  officials  of  Teamsters  Local  626. 
According  to  the  Justice  Department, 
Pronto  paid  various  Local  626  officials 
$500  to  $600  a  month,  and  in  return  the 
officials  threatened  other  meatpackers  in 
the  area  with  strikes,  picket  lines  and 
other  disruptions  if  they  didn't  use  union 
labor,  and  then  made  it  impossible  for 
any  of  the  other  truckers  to  obtain  a 
union  contract.  That  left  Pronto  as  the 
only  unionized  trucker  around.  Most  of 
Pronto's  competitors  were  put  out  of 
business.  Those  that  remained  did  so 
only  because  they  agreed  to  pay  off  Pron- 
to officers  to  the  tune  of  $50  to  $200  a 
week.  Secure  in  its  de  facto  monopoly, 
Pronto  jacked  up  its  rates.  Curiously, 
though  it  was  supposedly  organized  by 
the  Teamsters,  Pronto  actually  used  non- 
union wetbacks  working  under  a  phony 
union  contract  with  fake  union  cards. 

Probably  the  most  dramatic  example 
of  labor-management  collusion  was  Sea- 
train  Lines'  deal  with  New  Jersey-based 
Teamsters  Local  560,  the  largest  union 
local  in  the  U.S.  and  the  private  fiefdom 
of  the  Provenzano  family — Mafia  chief- 
tain Anthony  Provenzano,  his  brothers 
Salvatore  and  Nunzio,  and  his  daughter, 
Josephine.  In  the  early  Seventies,  in  ex- 
change for  peace  on  the  waterfront,  Sea- 


train  began  making  systematic  pay- 
ments to  Local  560  officials,  always  indi- 
rectly, at  first  through  its  house  trucking 
firm  and  then  through  a  new  nonunion 
leasing  company,  Di-Jub  Leasing,  which 
Teamsters  officials  had  formed.  The  Jus- 
tice Department  estimates  Seatrain  paid 
as  much  as  $1  million  over  six  or  seven 
years  for  continuing  labor  peace — partly 
by  paying  bills  for  work  that  was  not 
actually  performed  or  equipment  that 
was  not  actually  used. 

A  company  audit  in  1973  alerted  man- 
agement to  what  was  going  on,  but  Sea- 
train  was  not  inclined  to  do  anything 
about  it.  Nor  was  it  inclined  to  cooperate 
when  the  government  mounted  its  case 
against  Provenzano  and  other  union  offi- 
cials. "Prosecutors  continually  face  the 
fact  that  companies  involved  in  labor 
racketeering  find  their  situation  eco- 
nomically advantageous  and  are  unwill- 
ing to  notify  the  authorities  or  cooper- 
ate," concluded  Assistant  Attorney  Gen- 
eral Philip  B.  Heymann.  "Regardless  of 
the  exact  amount  paid  by  Seatrain,  it  was 
less  than  what  it  would  have  cost  the 
company  for  drivers  under  a  legitimate 
union  contract." 

Through  a  deal  like  the  one  with 
Seatrain,  a  mob-dominated  local 
can  alter  the  competitive  situation 
within  an  industry.  Through  the  Interna- 
tional Longshoremen's  Association  as  a 
whole,  Mafia  members  were  able  to  set 
the  economic  terms  for  virtually  the  en- 
tire waterfront  industry  in  ports  from 
New  York  to  Miami  and  Mobile.  They 
could  determine  who  got  the  available 
business  and  who  didn't.  In  some  in- 
stances they  were  able  to  dictate  that 
shippers  use  certain  trucking  firms  and 
repair  services  controlled  by  ILA  offi- 
cials. But  the  companies  didn't  com- 
plain. They  paid  off  and  paid  off  regular- 
ly. In  return  they  were  assured  of  labor 
peace,  sweetheart  contracts,  reasonable 
levels  of  productivity  and  protection 
against  damaged  shipments. 

When  the  Justice  Department  finally 
began  moving  against  the  ILA  in  1978, 
businessmen  and  port  captains  as  well  as 
union  officials  were  caught  in  the  net. 
Altogether  it  brought  61  indictments 
against  116  defendants,  including  6  vice 
presidents  of  the  International.  At  last 
count  there  had  been  66  convictions  and 
guilty  pleas  and  only  three  acquittals. 

According  to  Ralph  Salerno,  however, 
organized  crime  often  plays  a  much  more 
passive  role  in  labor-management  rela- 
tions than  it  does  on  the  waterfront, 
often  acting  simply  as  a  middleman  be- 


Lauyer  Sicbiey  Korshak 
The  California  Attorney  General 
fice  named  him  "the  key  link  bett 
organized  crime  and  big  business 

tween  corrupt  management  and 
labor.  "The  organized-crime  guys 
taster  and  better  than  anybody  else 
lerno  says.  "You  have  a  labor  officia 
wants  to  be  paid  off,  and  a  busines 
who  loves  to  pay  him  off  to  get 
advantage.  But  the  labor  guy  isn't 
to  take  this  businessman's  money  d 
He'll  feel  much  better  protected  j 
middleman  is  an  organized-crime) 
He  knows  he's  safe.  The  guy  will 
up,  he'll  go  to  jail  sooner  than  squej 

Dealing  with  labor  can  be  so  prol 
atic  these  days  that  many  com 
seek  to  avoid  trouble  by  turning 
growing  number  of  labor- leasing) 
fits— no  less  mob-dominated,  mai 
them,  and  no  less  skillful  at  red] 
labor  problems  and  costs.  ProbabJ 
most  important  of  the  labor-lq 
firms  at  present  is  Country  Wide  P4 
nel,  which,  along  with  a  half-dozen| 
ates  across  the  country,  is  suppo 
controlled  by  Eugene  Boffa  Sr.  of  J 
ensack,  N.J.,  a  convicted  bank  sw| 
and  an  associate  of  Union  City's  Pi) 
zano  clan.  Such  firms  provide  labor, 
monly  truck  and  warehouse  labor, 
fee  they  will  handle  all  the  hirinj 
firing  of  workers,  take  care  of  the  pa 
deal  with  any  legal  and  labor  pro 
that  arise  and  do  so  at  lower  cost 
the  customer  himself  can.  To  da 
the  leasing  company  generally  neei 
cooperation  of  the  labor  union  inv 
and  generally  gets  it.  In  Los  An 
butchers  organized  by  the  United  F 
Commercial  Workers  union  are  J 
base  rate  of  $9.30  an  hour,  vs.  $6. 
hour  by  a  labor-leasing  company 
nized  by  a  different  union. 

Last  summer  the  Justice  Depar 
landed  on  Boffa,  his  partners  and  F 
Sheeran,  whom  the  government  cl 
Boffa  had  helped  install  as  head  of " 
sters  Local  326  in  Wilmington,  Da 
years  ago.  The  Feds  accused  th< 
profiteering  on  the  backs  of  the  ' 
members,   charging  "that  labor-It 
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TWA  roundtrips,  coming  back  is  simple.   You  go  straight  to  the  gate.  That's  it. 


With  TWA's  Round-Trip  Check-In;  we  can  give  you  two 
irding  passes  when  you  check  in. 
Not  one.  Two. 

One  for  your  flight  there,  and  one  for  your  flight  back, 
ich  means  you  only  have  to  stand  in  one  check-in  line. 

As  for  your  seats,  you  can  get  those  before  you  even  get 
ne  airport.  With  TWA's  Advance  Seat  Selection,  you  can 
{ the  kind  you  want  when  you  make  your  reservations. 
We  take  care  of  you  so 
you  can  take  care  of  business. 
So  whether  you're  going  to  London,  Paris  or  anywhere 


in  the  U.S.,  call  your  travel  agent,  corporate  travel  department, 
or  TWA.  And  go  with  us. 

After  all,  if  you  intend  to  be  on  the  fast  track  in  business, 
it  makes  sense  to  fly  an  airline  that  won't  slow  you  down. 

The  American  Express  Card. 

The  fast  way  to  pay. 

The  American  Express  Card  is  welcomed  around  the 
world  for  almost  every  travel  and  entertainment 
expense.To  apply  for  a  Card,call  800-528-8000 
1  toll-free.The  American  Express  Card.^ 
Don't  leave  home  without  it. "' 


You're  going  to  like  us 


If  you're  not  quite  sure  which 
risk  management  options  fit  your 

company  best, 


check  with  the  leaden 

Professional  risk  management  means  more  than  just  cost-efficient 
protection  for  your  company's  assets.  An  effective  risk  management  pro- 
gram can  make  substantial  contributions  to  your  company's  financial  plan- 
ning. As  the  worlds  leading  insurance  broker.  Marsh  &  McLennan  is 
uniquely  qualified  to  provide  expert  evaluation  of  your  risks  and  review  of 
all  your  options,  within  the  framework  of  your  financial  strategy. 

A  hard  look  at  your  choices 

Risk  transfer  through  conventional  insurance  coverage  is  just  one 


many  options  considered  in  developing  a  comprehensive  risk 
anagement  program.  Risk  retention  (through  higher  deductibles,  a 
operly  funded  self-insurance  program,  or,  in  certain  cases,  a  captive 
surance  company),  may  enable  you  to  buy  less  insurance  than  you 
ought  necessary.  And  loss-control  programs  to  reduce  your  risks  can 
so  lower  your  costs. 

Marsh  &  McLennan  has  the  professional  resources  and  organiza- 
>n  to  implement  any  of  these  options,  or  a  combination  of  them.  We  base 
ir  recommendations  on  objective  analyses  of  your  protection  needs  and 
e  effects  of  each  alternative  on  your  cash  flow,  your  capital 
quirements — in  fact  your  whole  financial  picture. 

Ongoing  review  of  needs  and  options 
Frequent  examination  of  changes  in  your  exposures  and  your 
lancial  requirements  is  essential  to  ensure  that  risk  management  makes 
full  contribution  to  your  company's  results.  Marsh  &  McLennan  has  the 
ecialists  to  provide  this  ongoing  service — available  to  you  through  more 
an  90  offices  across  the  country  and  through  a  worldwide  network  of 
bsidiaries  and  equity-affiliated  companies.  That's  what  makes  us  the 
der. 

For  more  information  on  how  we  can  help  you  develop 
risk  management  program,  write  for  a  copy  of  our  booklet,  ABi™pJ™°*& 
lisk  Management:  A  Financial  Strategy  for  the  Eighties" 


:  Mr.  Robert  Clements,  President,  Marsh  &  McLennan, 
corporated,  Dept.  40FB,  RO.  Box  839,  Radio  City 
ation,  New  York,  N.Y.  10101. 

When  it  comes  to  insurance,  come  to  the  leader. 

Marsh  & 


Mclennan 


©  '980.  Marsh  &  McLennan,  Incorporated 


Want  to  see  a  small  car 
even  a  6'2"driver  could  love? 


Borg-Warner's  Morse  Chain  Division  has  developed  a  transmission  drive  chain  that  is  a  key  component 
in  helping  make  today's  front-wheel  drive  cars  roomier,  lighter  and  quieter.  That's  Borg-Warner  today. 
And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch.  " 

Watch 

Borg-Warner 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


ipanies  involved  in  labor  racketeering  find  their 
tion  economically  advantageous  and  are  unwilling  to 
fy  the  authorities,"  says  Assistant  Attorney  General 
nann.  "Regardless  of  the  exact  amount  paid  by 
rain,  it  was  less  than  it  would  have  cost  the  company 
Irivers  under  a  legitimate  union  contract." 


inies  controlled  by  Boffa  had  con- 
with  companies  like  Time  Inc.'s 
I  Container  subsidiary;  Crown  Zel- 
h  and  Continental  Can.  In  return 
rious  perquisites,  primarily  Cadil- 
nd  kickbacks,  Sheeran  made  sure 
nion  gave  Boffa's  companies  no 
e  in  meeting  their  contractual  obli- 
s  to  their  blue-chip  clients, 
v  did  Boffa  manage  to  bamboozle 
nk  and  file?  By  playing  one  of  his 
ations  off  against  another,  the  gov- 
nt  charges.  Boffa's  Universal 
inators,  Inc.,  for  example,  had  a 
ct  with  Continental  Can  in  Van 
Ohio.  When  Universal  asked  for  a 
ncrease  in  rates,  Continental  said 
hereupon  Universal  canceled  the 
ct.  In  stepped  another  Boffa  com- 
CWP  of  Chicago,  offering  to  pay 
rsal's  former  workers  less  than 
rsal  had  been  paying.  Their  backs 
t  the  wall,  both  the  union  and  the 
rs  agreed.  But  under  the  new  con- 
Continental  was  to  pay  CWP  of 
go  25%  more  than  the  Universal 
ct  had  called  for.  The  workers  lost, 
ffa  won.  According  to  the  govern- 
;  indictment,  Boffa  had  used  the 
device  with  Crown  Zellerbach  in 
k,  Del.  When  employees  working 
e  of  his  companies  complained 
/eren't  being  paid  the  wages  speci- 
ider  the  Teamsters  contract,  Boffa 
/ed  the  operation  and  rehired  the 
workers  through  yet  another  affili- 
jie  case  has  not  yet  come  to  trial, 
s  the  links  between  labor  and  or- 
ganized crime  have  strengthened, 
companies  have  turned  more  and 
to  labor  "consultants"  to  fix  their 
ms.  For  the  proper  fee,  in  the 
ng  and  construction  industries  in 
iilar,  these  fixers — often  mobsters 
lose  union  connections — can  as- 
bor  peace,  freedom  from  strikes 
ket  lines,  provide  sweetheart  con- 
t  prevent  a  shop  from  being  orga- 
by  a  powerful  union.  If  unioniza- 
oves  unavoidable,  they  can  under- 
3  see  that  it  will  be  organized  by  a 
an  independent  union.  In  the  mid- 
\,  firms  like  Howard  Clothes,  Bond 
:s,  William  Levitt  and  Goldman 
:nzo  hired  SGS  Associates  to  han- 
eir  labor  relations.  It  was  estab- 
by  the  FBI  that  the  G  in  SGS 
ates  was  Carlo  Gambino,  the  god- 
himself. 

jrding  to  government  investiga- 
te most  powerful  "consultant"  in 
S.  today  is  Sidney  Korshak,  a  Los 
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Angeles  labor  lawyer  who  also  reported- 
ly owns  Associated  Booking  Corp.,  the 
U.S.'  third-largest  talent  booking  agen- 
cy. According  to  a  1978  report  of  the 
California  Attorney  General's  office, 
Korshak  is  a  "senior  adviser"  to  the 
mob  in  California,  New  York,  Las  Vegas 
and  Chicago,  an  associate  of  organized 
crime  figures  like  Anthony  Accardo  and 
"the  key  link  between  organized  crime 
and  big  business." 

Now  in  his  70s,  Korshak,  onetime 
lawyer  for  the  Capone  mob,  has 
always  denied  any  mob  connec- 
tions. But  what  nobody  denies  is  his  influ- 
ence— never  clearly  defined — in  politics, 
with  management  and  labor.  Brother  to 
Chicago  politico  Marshall  Korshak,  he  can 
make  things  happen  in  labor-manage- 
ment disputes,  resolve  the  unresolvable, 
bring  sworn  enemies  amicably  together. 

As  a  corporate  lawyer,  Korshak  engi- 
neered Parvin/Dohrmann's  acquisition 
of  Las  Vegas'  Stardust  casino  from  Moe 
Dalitz  and  received  a  $500,000  fee.  In  a 
subsequent  investigation  of  Parvin/Dohr- 
mann's affairs,  he  was  accused  of  fraud 
by  the  SEC;  he  admitted  no  guilt  but 
signed  a  consent  decree  and  paid  back 
most  of  the  $1  million  in  potential  prof- 
its from  his  Parvin/Dohrmann  stock. 

He's  a  force  in  both  Los  Angeles  and 
Las  Vegas.  Korshak  has  represented  cor- 
porations as  powerful  as  Gulf  &  Western, 
National  General,  Rapid-American, 
Schenley,  Hilton  and  Hyatt.  For  years  he 
has  been  close  to  both  the  Teamsters  and 
the  Hotel  &  Restaurant  Employees  and 
Bartenders  International  unions. 

The  power  of  such  consultants  can 
make  or  break  a  company's  ability  to 
innovate,  with  direct  and  serious  conse- 
quences for  themselves  and  the  public. 
Anyone  who  doubts  it  has  only  to  recall 
what  Iowa  Beef  Processors  ran  into  when 
it  tried  to  break  into  the  New  York  mar- 
ket. In  1967  IBP  had  laid  out  several 
million  on  a  new  plant  at  Dakota  City, 
Nebr.  to  produce  precut,  prepackaged 
boxed  beef.  It  was  a  new  idea,  breaking 
down  the  carcasses  into  various  cuts  on 
an  assembly  line  at  the  slaughterhouse, 
thereby  eliminating  the  unnecessary  la- 
bor, transportation  and  other  costs  in- 
volved in  shipping  the  whole  carcass  to 
market. 

But  once  the  plant  was  completed,  the 
meatcutters'  union  kept  the  company 
out  of  New  York,  the  biggest  beef  market 
in  the  U.S.,  accounting  for  as  much  as 
25%  of  the  total.  EBP's  packing  division 
began  losing  money,  the  meatcutters  at 


New  York  meatman  Moe  Steinman 
He  introduced  IBP  to  the  super-mar- 
keters and  to  the  meatcutters'  union. 

the  Dakota  City  plant  went  out  on  strike 
and  IBP's  cash  flow  was  rapidly  drying 
up.  The  prospects  were  dim.  If  Iowa  Beef 
could  not  solve  its  problems  and  soon, 
one  of  the  most  innovative  companies  in 
all  American  industry  seemed  destined 
to  go  under. 

So  it  might  have,  except  for  a  New 
York  labor  consultant  named  Moe  Stein- 
man. As  director  of  labor  relations  for  the 
Shopwell  supermarket  chain,  he  had 
come  to  represent  most  of  the  major 
supermarket  chains  in  the  New  York  re- 
gion in  their  labor  negotiations.  At  the 
same  time,  he  had  also  managed  to  be- 
come accepted  as  the  principal  repre- 
sentative of  New  York's  mob-influenced 
meatcutting  union. 

The  meatcutters  had  a  plausible  con- 
cern. By  butchering  cows  at  the  slaugh- 
terhouse rather  than  at  the  wholesaler  or 
retailer,  Iowa  Beef's  principal  cost  advan- 
tage came  from  substituting  low-cost  la- 
bor at  its  midwestem  plants  for  high- 
priced  labor  in  the  urban  areas. 

But  thanks  to  Moe  Steinman,  or  so 
Jonathan  Kwitny  reported  in  his  book 
Vicious  Circles,  Holly  Farms  had  been  able 
to  get  prepackaged  chicken  parts  into  the 
New  York  market  over  the  meatcutters' 
objections,  and  so  could  Iowa  Beef.  Stein- 
man introduced  IBP  Chairman  Currier 
Holman  to  union  and  supermarket  offi- 
cials in  New  York.  Miraculously,  Iowa 
Beef's  strike  was  settled,  and  its  boxed 
beef  began  moving  into  the  market.  Iowa 
Beef  agreed  to  give  all  its  meat  business 
to  CP  Sales,  a  brokerage  firm  set  up  by 
Steinman,  pay  CP  Sales  an  average  1  cent 
per  pound  of  beef  it  brought  into  New 
York,  and  out  of  that  Steinman  would 
distribute  bribes  to  both  union  officials 
and  supermarket  meat  buyers. 

Steinman  was  able  to  control  the  situa- 
tion, according  to  Robert  Nicholson, 
then  an  investigator  with  the  Manhattan 
District  Attorney's  office,  because  orga- 
nized crime  had  won  the  right  to  name 
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the  meat  buyers  in  most  of  the  super- 
markets the  union  had  organized.  This 
nit  that  the  buyers  could  control 
what  meat  got  into  the  supermarket 
and  what  meat  didn't,  and  that  de- 
pended upon  who  was  willing  to  kick 
back  what. 

Eventually,  Holman,  Iowa  Beef  and 
various  officers  of  Local  342  were  indict- 
ed for  crimes  ranging  from  bribery  and 
conspiracy  to  tax  evasion,  but  by  then 
Iowa  Beef  had  gained  the  market  and  the 
manufacturing  economies  it  needed  to 
make  its  boxed  beef  concept  a  success. 
"There  arc  very  few  people  in  American 
business,"  said  the  judge  who  found  IBP 
Chairman  Holman  guilty,  "who  would 
have  acted  differently  in  the  circum- 
stances." And  he  went  on:  "If  IBP  was  to 
survive,  it  had  to  sell  in  New  York.  In 
order  to  sell  in  New  York,  it  had  to  join 
the  corrupt  system  there." 

The  ordeal  of  Iowa  Beef  Processors 
shows  as  clearly  as  anything  can  how 
legitimate  business  can  become  linked 
with  organized  crime,  to  their  mutual 
profit.  And  with  "that  example,  Forbes 
concludes  this  five-part  survey.  History 
and  the  evidence  allow  only  a  single, 
ominous  conclusion:  After  a  half-century 
of  steady  growth,  organized  crime  is 
probably  the  most  powerful  private  eco- 
nomic force  in  America  today,  and  its 


Short  of  tyranny,  short  of  suspending  due  process  anc 
other  constitutional  guarantees,  organized  crime  rem 
largely  unstoppable.  Tou  cannot  move  against  such  an 
invisible  enterprise  without  destroying  the  most  valui 
parts  of  the  visible  society  that  protects  it. 


power  is-  still  compounding. 

Is  there  no  way  to  stop  the  spread  of 
organized  crime?  Of  course  there  is,  and 
tyrants  have  always  known  how  to  do  it. 
But,  short  of  tyranny — short  of  suspend- 
ing due  process  and  other  constitutional 
guarantees — organized  crime  remains 
largely  unstoppable.  Unstoppable  be- 
cause you  cannot  move  against  such  an 
invisible  enterprise  without  destroying 
the  most  valuable  parts  of  the  visible 
society  that  protects  it. 

If  it's  the  tax  laws  that  give  organized 
crime  its  competitive  edge,  that  prevent 
dirty  money  from  legitimizing  itself  over 
time  as  dirty  money  did  in  the  19th 
century,  why,  eliminate  taxes.  Only  to 
do  that  would  deprive  our  governmental 
institutions  of  the  funds  needed  to  pro- 
vide the  services  society  demands. 

If  it's  the  laws  ensuring  due  process  or 
safeguarding  privacy,  freedom  from  un- 
reasonable search  and  seizure,-  from  self- 
incrimination  and  from  cruel  and  unusu- 
al punishment,  that  permit  organized 
crime  to  remain  invisible,  why,  change 


those  laws  as  well.  Only  to  do  that 
destroy  the  constitutional  freedo: 
cherish  for  ourselves. 

If  the  financial  power  of  org 
crime  stems  from  the  productic 
marketing  of  goods  and  services  on 
ety  has  outlawed — from  narcoti* 
prostitution  to  high  interest  ratesi 
legalize  them  all.  But  to  do  that 
seem  to  destroy  the  moral  struct 
which  our  society  is  founded. 

To  the  extent  that  organized 
stems  from  the  same  dedication 
vate  profit  and  personal  gain,  to  in 
ual  betterment  and  upward  mobi 
stems  from  the  same  impulses  we 
in  other  forms  in  our  society.  And 
the  circumstances,  some  interm 
of  business  and  organized  crime  is 
ably  inevitable.  There  will  contil 
be  people  and  companies  who  w 
principle,  and  at  some  risk,  pre 
fight  the  mob  rather  than  accomn 
it.  But  barring  an  astonishing 
alteration  in  tbe  human  heart, 
the  intermingling  will  go  on. 


What  to  do  when  the  mob  calls 


On  a  cost-benefit  basis,  buying  goods  or  services  from 
the  mob  can  often  look  attractive.  But  watch  out. 
More  than  one  seemingly  smart  business  deal  has 
turned  out  to  be  the  first  step  toward  the  bankrupting  or 
takeover  of  a  business  by  organized  crime.  So  how  can  you 
avoid  taking  that  first  step? 

Retired  New  York  police  detective  and  organized  crime 
expert  Ralph  Salerno  says  businessmen  who  suspect  they 
have  a  problem  with  the  mob  are  often  tempted  to  hire 
another  mobster  to  fix  it.  That's  not  wise,  he  says.  "If  you 
think  you  have  a  problem,"  says  Salerno,  "go  tell  the  local 
police,  the  FBI,  the  district  attorney,  the  U.S.  attorney — all 
of  them.  My  experience  has  been  that  if  you're  basically 
clean  yourself  and  you  blow  the  whistle,  organized  crime 
walks  away.  They're  not  interested  in  macho — they're  in- 
terested in  making  money.  They  know  the  best  thing  for 
them  to  do  is  find  somebody  else  who  won't  scream." 

Another,  but  definitely  dicey,  approach  is  to  pretend  to 
deal  with  the  mobsters  on  their  own  terms.  Salerno  tells  of  a 
New  Jersey  drug  wholesaler  who  was  offered  a  shipment  of 
goods  so  cheap  he  knew  the  goods  had  to  be  stolen.  When 
the  seller,  a  New  Jersey  mobster,  came  to  discuss  terms,  the 
businessman  told  him  he  would  love  to  deal,  only  his 
partners  were  watching  him  like  hawks.  What  was  more,  he 
said,  he  could  only  pay  by  check.  The  mobster's  response: 
"Hey,  you're  a  businessman,  I'm  a  businessman,  I  can  see 
you've  got  problems."  The  mobster  walked  away. 

But  not  everyone  has  the  nerve  for  that  sort  of  thing.  In 
that  case,  there  are  security  firms  specializing  in  white- 
collar  crime — whether  organized  or  not — that  can  handle 
the  problem  for  you.  One  of  the  largest  of  these  is  Burns 


International  Security  Services.  To  a  client  who  fears 
may  have  a  problem  with  organized  crime,  Burns 
suggest  improvements  in  security,  such  as  inventory  c 
trols,  or  will  check  out  a  proposed  acquisition  for  taints 
investigate  an  employee  suspected  of  stealing  from 
company.  For  $80,000  to  $100,000  a  year,  Burns  will 
follow  up  with  annual  "security  audits." 

Managements  can  take  elementary  precautions  on  tl 
own,  says  Herchell  Britton,  Burns'  head  of  sales  and  marl 
ing.  An  outside  organization  that  wants  to  milk  a  comp; 
usually  needs  an  inside  contact,  and  the  people  most  lik 
to  be  co-opted,  says  Britton,  are  top  managers.  Why? 
cause  senior  managers,  with  an  eye  on  retirement,  tenc 
be  susceptible  to  proposals  from  outsiders  for  setting  u 
side  business — a  business  that  can  sell  raw  materials  to 
company  at  inflated  prices  or  siphon  products  out.  Brit 
tracked  one  such  case  for  a  major  meatpacker  in  which 
executive  who  masterminded  the  scam  had  24  years  on 
job,  and  the  junior  man  16.  In  addition,  says  Britton,  hi 
level  executives,  used  to  living  well,  are  the  ones  more  lik 
to  go  to  loan  sharks  when  inflation  erodes  their  standarc 
living.  The  sharks  can  then  demand  that  the  executive  st 
from  the  company  to  pay  them  back. 

With  this  in  mind,  Britton  advises  top  managers  to 
aware  of  whether  colleagues  are  living  within  their  mea 
He  also  cautions  executives  who  are  thinking  of  setting  u 
side  business  to  be  careful  they  know  the  person  the) 
dealing  with.  Often,  the  mob  will  send  an  emissary- 
otherwise  legitimate  businessman  who  himself  has  got 
in  over  his  head  with  loan  sharks — to  make  the  inii 
approach.^/ar/tf  Carmiclxiel 
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We  are  Stepping  up  the  pace. . .' 


-President  Jose  Lopez  Portillo, 
September  1,  1980 


EXICO 

ENTERS  THE  '80s 


The  bottom  line  on  Mexico's  balance 
sheet  is  plain  to  see:  this  is  a  nation  poised 
on  the  brink  of  an  economic  miracle. 

At  the  heart  of  it,  vast  petroleum  wealth. 
Spectacular  and  continuous  growth. 
Stable,  democratic  government,  for  more 
than  50  years.  Increasing  foreign  trade 
and  improving  balance  of  payments.  High 
demand  for  capital  and  consumer  goods. 
Swelling  investment.  Huge  construction 
projects.  Rising  employment. 

These  are  some  of  the  factors  that  char- 
acterize the  Mexican  breakthrough  of  the 
1980s.  They  are  not  the  whole  picture,  for 
Mexico  still  faces  grievous  problems  of 
nflation,  transportation  and  a  crisis  in 
housing,  feeding  and  educating  an  ex- 
ploding population. 

But  President  Jose  Lopez  Portillo  puts  it 
confidently: 

"In  a  world  of  disorder  and  regression, 
Mexico  is  moving  onward  toward  the  suc- 
cessful completion  of  a  harmonious  and 
comprehensive  democratic  reform." 

Reform  is  the  keynote.  Modern  Mexico 
is  erasing  outmoded  stereotypes  while  the 
onetime  "land  of  mahana"  moves  to  take  a 
place  among  the  world's  economic  elite. 
Agrarian  reform,  administrative  reform, 
political  reform,  tax  reform  and  trade  re- 
form are  all  elements  of  the  Lopez  Portillo 
formula  for  change  and  growth. 

The  formula  clearly  is  working,  but  arriv- 
ing at  the  bottom  line  in  understanding  this 
complex,  high-growth  nation  is  not  easy. 
Mexico  is  a  land  of  many  faces.  To  the 
sociologist,  Mexico  is  a  country  with  a  su- 
pergrowth  population,  bursting  beyond  its 
borders  in  search  of  employment,  educa- 
tion, and  freedom  from  poverty.  To  the 


industrialist,  Mexico  is  an  expanding  mar- 
ket for  technology  and  the  industrial  in- 
vestment it  needs  to  attain  self-suffi- 
ciency. To  the  diplomat,  Mexico  is  a  new 
force  on  the  world  scene,  backed  by  the 
clout  of  oil  riches  and  ready  for  leadership 
in  the  developing  Third  World. 

And  to  the  economist  and  the  business- 
man, the  bottom  line  is  Mexico's  acceler- 
ated economic  growth  rate,  healthy  busi- 
ness climate,  freedom  from  political  tur- 
moil, and  dynamic  government  policies. 

The  Mexican  equation  thus  has  many 
factors  as  Mexico  enters  the  '80s.  But 
President  Lopez  Portillo  says  Mexico's 
present  problems  no  longer  are  those  of 
stagnation  or  deterioration,  but  of  acceler- 
ated development. 


Jose  Lopez  Portillo,  president  of  Mexico 
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EXICO  ENTERS  THE  80's 


For  four  years,  Lopez  Portillo  and  his 
coalition  team  of  business,  labor  and  the 
public  sector  have  taken  aim  at  1981  and 
1982— the  final  two  years  of  his  adminis- 
tration. This  is  the  planned  stage  of 
accelerated  growth  that  will  pay  off  his 
"Alliance  for  Progress,"  created  for  recov- 
ery from  the  disastrous  devaluation  and 
recession  Lopez  Portillo  inherited  in  1976. 

"Mexico,  through  a  combination  of 
favorable  circumstances,  has  not  only 
overcome  the  recession,  but  its  economy 
has  expanded  as  never  before  in  its  his- 
tory," the  President  proudly  told  the  coun- 
try's 68  million  citizens  in  his  fourth  annual 
State  of  the  Nation  report  on  September  1 . 

Now,  he  added,  "We  are  stepping  up 
the  pace  of  our  overall  plan  for  achieving 
congruency  between  our  political  philoso- 
phy, the  kind  of  country  we  want  for 
ourselves,  and  the  goals  we  have  set  to 
achieve  it." 

The  statistics  bear  out  Lopez  Portillo's 
enthusiasm.  Even  in  a  world  shaky  from 
recession  and  political  stress,  Mexico 
keeps  on  booming.  Its  vast  oil  resources 
prime  the  economic  pump.  In  1 980  petro- 
leum export  earnings  are  projected  at 
$1 2.6  billion,  and  industry  analysts  predict 
that  oil  sector  gross  earnings  could  reach 
at  least  $39.3  billion  in  1985.  That  will  pay 
for  massive  programs  to  expand  Mexico's 
already  solid  industrial  base,  and  develop 
the  nation's  infrastructure  to  meet  the 
needs  of  one  of  the  world's  fastest- 
growing  populations 

But  Mexico  is  not  only  the  glitter  of  black 
gold  Its  manufacturing  plants  are  strain- 
ing to  meet  domestic  demand.  Steel  pro- 
duction and  other  industrial  raw  materials 
are  on  the  rise.  Huge  petrochemical  com- 
plexes are  being  rushed  to  completion. 
Mining  output  will  figure  heavily  in  export 
earnings  during  the  1980s.  Tourism,  Mex- 
ico's "industry  without  chimneys,"  is 
generating  more  than  $2.8  billion  annually 
and  may  double  by  1985. 

Riding  the  boom,  industrial  employment 
is  strengthening,  and  for  the  first  time  the 
job  supply  is  growing  faster  than  the 
population.  The  peso  remains  stable.  Dol- 
lar reserves  stand  at  a  record  $6.28  billion. 
Private  and  public  investment  increased 
to  $36  billion  in  the  past  year,  and  U.S. 
companies  alone  plan  to  invest  more  than 
$1  billion  in  1980 — part  of  a  deluge  of 
foreign  investment  from  the  industrial  na- 
tions. 

Mexico  is  not  without  problems.  Inflation 
tops  30% — low  for  Latin  America  where 
100%  is  not  unusual,  but  still  a  burden  on 
an  expanding  economy  like  Mexico's. 


Labor  demands  keep  pace  with  the  spi- 
ralling inflation.  Crop  failures  and  ineffi- 
cient agricultural  output  create  a  crisis 
that  forced  the  government  to  purchase 
$1.9  billion  in  U.S.  grains  this  year  alone, 
to  meet  basic  food  requirements.  Popula- 
tion pressures  send  an  estimated  million 
"wetbacks"  across  the  U.S.  border  every 
year  seeking  work. 

However,  the  Lopez  Portillo  administra- 
tion faces  the  challenge  of  the  '80s  with  a 
sweeping  Global  Development  Plan  en- 
gineered to  harmonize  labor,  industry, 
agriculture  and  other  sectors  in  a  program 
to  generate  a  high  rate  of  sustained 
growth  This  has  been  supplemented  by 
the  Mexican  Food  System  (SAM)  program 
to  modernize  and  increase  food  produc- 
tion, and  a  National  Employment  Plan  to 
create  2.2  million  new  jobs  by  1982  The 
National  Industrial  Development  Plan  and 
the  National  Urban  Development  Plan  pin- 
point areas  where  private  investment  is 
encouraged. 

These  government  programs  provide 
the  cornerstone  for  close  collaboration 
between  public  and  private  enterprise 
which,  says  Lopez  Portillo,  "is  both  the 
essence  and  the  rationale  for  our  mixed 
economy  system."  For  half  a  century, 
Mexico  has  been  working  slowly  but 
steadily,  putting  in  place  the  building 
blocks  for  a  stable  and  modern  economy. 
In  this  administration,  government  and 
business  leaders  have  balanced  econom- 
ic growth  with  the  needs  for  social  and 
political  development. 

The  elements  blending  together  in  what 
many  see  as  a  potential  economic  miracle 
include  these  significant  trends: 


PETROLEUM  Proven  reserves  have 
soared  20%  just  since  mid-March,  to  oveij 
60  billion  barrels.  Probable  reserves  are 
over  38  billion,  and  potential  reserves.  25Q| 
billion  barrels. 

Production  has  been  raised  to  2  3  mil-l 
lion  barrels  daily,  and  will  peak  at  2.7  mil- 
lion barrels  next  year.  Since  1976.  Mexicql 
has  climbed  from  15th  to  fifth  place| 
among  the  world's  oil  producers. 

Refinery  capacity  is  being  increased, 
some  of  the  world's  largest  petrochemical 
complexes  are  ready  to  go  on-stream,i 
and  a  natural  gas  pipeline  already  cover] 
mg  half  the  nation  is  being  expanded. 

INVESTMENT:  With  the  economy  rolling! 
along  at  8%,  one  of  the  highest  sustained! 
growth  rates  in  the  world,  the  dynamic! 
investment  trend  evident  since  mid-l976| 
continues  despite  recession  abroad. 

New  private  investment  will  reach  $21| 
billion  in  1980  and  public  investment,  $1! 
billion.  This  will  be  the  third  year  in  a  rov| 
that  the  real  increase  in  fixed  gross  invest! 
ment  has  topped  16%. 

Investment  centers  on  steel,  petroleuml 
and  electrical  equipment  but  covers  virjT 
tually  all  sectors  "Investment  expenditure! 
is  the  engine  of  growth,"  says  Lopez  Porjf 
tillo. 

Foreign  investment  has  been  climbing! 
steadily,  and  U.S.  companies  alone  plafll 
to  spend  a  record  $1  billion  on  new  plantf 
and  equipment  this  year — a  48%  rise. 

INDUSTRIAL  DEVELOPMENT:  Mexl 
ico's  economy  already  is  one  of  the! 
world's  most  developed,  ranking,  for  exil 
ample.  12th  in  automotive  manufacture! 
and  16th  among  steelmakmg  countries! 
But  heavy  stress  will  be  placed  on  mil 


NEW  FIXED  INVESTMENT  IN  MEXICO 

Private  Public 

Annual 

Sector  Sector 

Variation 

(millions  of  current  pesos) 

Gross  Fixed 

Investment 

(Real) 

1976 

106,900  108,610 

—  5.7%  1 

1977 

156,000  140,100 

+  0.8% 

1978 

235,575  217,400 

+  16.9%  1 

1979 

334,000  263,700 

+  18.7% 

1980* 

483,000  354,900 

+  16.3% 

'  Projected 

Your  financial  link 
to  doing  business  with  Mexico 
is  Mexico's  financial  link  to  the  world. 

Banco  Nacional  de  Mexico. 


Sine  e  \'<\'<'A,  people  doing  business 
with  Mexi<  o  have  been  relying  oh  the 
strength,  stability  and  overall  expertise 
of  Banco  Na(  ional  de  M^/k  O/Oneoj 
Mf-xif  o's  leading  banks. 
■  With  total  assets  of  Over  10  billion 


that  rear  hes  virtually  the  entire  world, 
we  can  handle  any  internal iona I 
banking  need  " 

So,  if  yOu're<  urrently  <  onduc  ting 
business  ot  planning  on  <  onducting  busi 
ness  with  Mexic  o,  review  the  <  affabilities 


U.S.  dollars,  over  570domest«  branches,    of  Banco  Nar  ional  de  Mexu  o,  Mexico's 


and  a  (  orrespondenl  bank  network 


financial  link  to  the  world  since*  1WJ4. 


Banco  nacional  dc  moxicQ,  S  R. 

a  pkivam  BANKrNf.  iNsmnriON  '  \ 

Main  Office:  'A<-/\<  o'C.M  /.  k-itVI  l.i  (  rfJo1i»  ■>  '  >o  44  l"l  'rfA,  ilfV'X)  20 
Newark:  ',/',  Park  /•  tonUb;  !  .<•  //  ifarJcN  AI'/iA' " , '»  A  l';l  /  \J  'M>  <>M,iji  os  Angeles:  >V)[i  //< -M  '.i/lh  Stri.-H,  Suit--  \'Af> 
■  .  .    \l )  \',(,/ /\<h/,\<,<,Awvy\<-.,<  ,M  '*><)\/\ ,',  /■   \-\  / 1  S/./l.  '</.>'.  I  ondon:  'Aim'  h«-M<-r  1 1',.wv\"/AI  'indon  Wall;. 
1 V  '''''  rWI     '*''*  '* 1/1  tepK'^  Avenue  f.X'-.'f  h.iitip-.  I  li        Ciri',  rlerne,  f  r.iti'  <•  (f|  Jfj  ',  (V)- I/' 
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Instead  of  taking  off  for  home 
when  your  Mexico  meetings  are 
over,  spend  a  few  extra  days 
discovering  Mexico's  incredible 
variety  and  beauty.  And  make  it  a 
real  vacation,  with  your  family 
helping  you  share  all  the  good 
times. 

Relax  and  unwind  at  one  of 
our  luxurious  resorts  lining  our 
Pacific  and  Caribbean  shores. 
Explore  the  cobblestone  streets 
and  craft-filled  marketplaces  of 
our  colonial  towns.  Revel  in  the 
thrill  of  spectacle  as  you  climb  a 
pyramid  rising  out  of  the  jungle. 

Sure,  you  could  go  home  right 
away.  But  look  what  you'd  be 

missing! 


When  business  is  over, 
Mexico  just  begins. 


See  your 


IaI  Mexico 

|     J|  The  Amigo  Country 

MEXICAN  GOVERNMENT 

TOURISM  OFFICE 

9701  Wilshire  Boulevard -Suite  1201 

Beverly  Hills.  CA  90212 

Please  send  me  your  newest  brochure 

"Mexico.  The  Amigo  Country." 

Name  


Address 
City  


(Please  print) 


it  Turisrr.o  •  Consejo  Nacional  de  Turismo 
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easing  production  of  capital  goods,  by 
much  as  20%  annually,  to  permit  the 
impletion  of  expansion  projects  and  re- 
ice  the  import  of  heavy  machinery,  now 
=  country's  largest  import  expenditure. 
Bottlenecks  in  transportation,  plus  lack 
factory  capacity  and  skilled  workers, 
s  other  administration  targets.  Even  with 
anufacturmg  activity  up  6.5%,  most  in- 
istry  has  been  unable  to  keep  up  with 
;mand  for  production  and  consumer 
iods,  particularly  in  the  steel,  cement, 
itomotive,  chemical,  processed  food 
id  plastics  industries. 
The  National  Industrial  Development 
in  calls  for  a  general  doubling  of  capac- 
by  1 990  and  a  major  effort  to  locate  new 
justry  and  plant  expansions  away  from 
justnal  centers  like  Mexico  City  and 
Dnterrey. 

Increasing  installed  capacity  of  the 
eel  industry  by  170%  within  10  years, 
d  raising  electricity  production  by  more 
an  the  present  11%  annual  rate  of  in- 
case, are  other  goals  aimed  at  spurring 


industrial  growth.  Electricity  generating 
capacity  will  climb  from  14  to  16.4  million 
KW  next  year,  ending  the  immediate 
threat  of  more  industrial  brownouts  this 
year  caused  by  drought. 

AGRICULTURE:  Drought  also  crippled 
agricultural  production  this  year,  forcing 
unexpectedly  large  food  imports  from  the 
United  States.  Two  new  high-priority  pro- 
grams, the  Mexican  Food  System  (SAM) 
and  the  National  Agroindustnes  Develop- 
ment Plan  (NADP),  are  aimed  at  ending 
the  crisis.  In  addition,  the  government  has 
introduced  new  agricultural  techniques 
and  production  stimuli,  and  opened  1.5 
million  hectares  to  new  cultivation.  During 
the  next  two  years,  another4. 6  million  hec- 
tares will  be  added. 

FOREIGN  TRADE:  Mexico  became  a 
mono-exporter  in  mid-1980  when  petro- 
leum products  accounted  for  more  than 
65%  of  the  country's  exports,  but  the  over- 
all $6  billion  exported  during  the  first  five 
months  was  a  76%  increase  and  good 
news  for  the  foreign  trade  deficit. 


Imports  also  are  up  because  of  con- 
tinued heavy  demand  for  capital  goods, 
industrial  raw  material  and  food,  but  Mex- 
ico nevertheless  now  has  a  favorable 
trade  balance  with  the  United  States,  its 
major  trade  partner. 

Mexico's  decision  against  becoming  a 
GATT  signatory  complicates  trade  rela- 
tions with  the  United  States,  returning 
liberalization  efforts  to  the  bilateral  bar- 
gaining table.  However,  Mexico  continues 
its  program  to  eliminate  import  permit  con- 
trols by  1982. 

POPULATION:  Mexico's  exploding 
population  is  the  root  of  many  of  its 
problems — unemployment,  food  and 
goods  shortages,  urban  congestion,  in- 
adequate public  services,  housing  shor- 
tages and  school  overcrowding. 

Until  a  few  years  ago,  the  Mexican 
population  was  growing  at  an  annual  rate 
of  3.6% — one  of  the  world's  highest.  To- 
day, family-planning  efforts  have  reduced 
the  rate  to  2.9%,  and  Lopez  Portillo  ex- 
pects to  make  the  1982  target  of  2.5%. 


Start  doing  business 
in  Mexico 
the  minute  you  book  Aeromexico 

Wobody  knows  Mexico  like  Aeromexico  ...  the  airline  of  Mexico. 

5o  nobody  can  facilitate  a  business  trip  for  you  like  Aeromexico's 
•cnowledgeable  and  helpful  personnel.  They'll  guide  you  to  Visitors 
Bureaus  who  provide  local  business  contacts.  They'll  familiarize  you  with 
local  customs.  Aeromexico  serves  more  destinations  in  Mexico  than  any 
jther  airline.  And  our  frequent,  convenient  schedules  make  it  easy  for  you 
:o  get  to  any  one  of  them.  Now  we've  added  even  more  non-stop  services, 
nore  new  wide-bodied  planes,  more  new  routes  to  more  places. 

Take  your  shoes  off. . .  study  your  reports  . . .  relax  with  you  favorite  drink. 
Dn  Aeromexico,  you'll  know  instantly  what  Mexican  hospitality  is  all 
about.  Bring  along  the  family,  too.  Aeromexico's  wide  selection 
of  Quality  Approved  Tours  makes  it  easy  to  turn  a  business 
.rip  into  a  holiday. 

So  next  time  make  it  Aeromexico  . . .  and  you'll  make 
business  a  pleasure! 

See  the  Mexico  Expert.  Your  Travel  Agent. 


THE    AIRLINE    OF  MEXICO 
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Nevertheless.  Mexico  has  reached  68 
million  population,  and  by  the  year  2000 
may  be  well  over  100  million.  Fully  65%  of 
all  Mexicans  are  under  24  years  of  age, 
and  43%  under  14.  Mexico  City,  now  with 
15  million  inhabitants  and  possibly  larger 
even  than  Tokyo,  and  other  Mexican  cities 
such  as  Guadalajara  and  Monterrey,  with 
two  million  each,  are  among  the  fastest- 
growing  in  the  world. 

With  this  growth  has  come  an  urgent 
need  to  create  employment.  Only  19  mil- 
lion Mexicans  are  employed  However, 
between  1977  and  1978.  1.8  million  jobs 
were  created,  and  another  900.000  in 
1979. 

"This  means  that  the  rising  unemploy- 
ment rate  of  a  few  years  ago  has  not  only 
been  halted,  but  that  economic  growth 
has  actually  reversed  the  trend."  Lopez 
Portillo  reported 

"For  the  first  time,  and  on  a  sustained 
basis,  the  job  supply  is  growing  faster 
than  our  population." 

Education  and  health  services  also  are 


being  expanded  to  keep  up  with  popula- 
tion growth.  Practically  one  out  of  every 
three  Mexicans  will  be  attending  school  or 
enrolled  in  an  open-education  course  dur- 
ing the  next  school  year.  And  the  literacy 
rate  has  now  climbed  to  80%. 

INTERNATIONAL  RELATIONS:  For 
years,  Mexico  has  pursued  a  non-aligned 
policy  walking  the  tightrope  between  East 
and  West,  between  haves  and  have-nots. 
President  Lopez  Portillo  launched  a  major 
diplomatic  initiative  to  bridge  the  gap  with 
his  recent  proposal  to  the  United  Nations 
for  a  world  energy  plan. 

Based  on  the  premise  that  energy  sup- 
plies are  the  joint  responsibility  of  the 
world  community,  the  Mexican  President 
proposed  that  all  nations  control  the 
wasteful  use  of  exhaustible  fossil  fuels  and 
join  in  developing  alternative  and  renew- 
able energy  sources  for  the  future  "that 
can  be  enjoyed  by  all  mankind  within  a 
more  just  and  equitable  international  eco- 
nomic order." 

This  challenge  marked  the  beginning  of 


YOU  HAVE 


Banco  Serfm's  new  agency  m  Wall  Street  Plaza  would 
like  to  be  your  banking  and  business  associate  when  you  do 
bus'ness  in  Mexico  We're  a  private  banking  institution 
that  was  founded  m  1864.  and  we'd  like  to  pu! 
expertise  to  work  for  you  We  con  assist  you  by: 

Providing  guidelines  on  importing  and  ex- 
porting to  and  from  Mexico 

Assisting  in  lining  up  joint  venture  capital 
and  involvement. 

Arranging  letters  of  credit,  transfer  of 

5ERFIN 


funds  and  international  financing 

Giving  guidance  on  incorporating,  obtaining  techno- 
logical assistance,  distribution,  customs  regulations  and 
general  marketing  activities. 

Directing  your  involvement  in  ventures 
related  to  tourism  and  bosic  industry. 

Providing  banking  services  through  our 
322  branches  in  over  130  Mexican  markets 

We  know  our  markets  Let  us  represent 
you  m  your  business  endeavors  in  Mexico 


BRNCfl  5ERFIN.5.R. 


INSTITUCON  DE  BANCA  MULTIPLE 

Offices  in  Los  Angeles  Nev.  *ori  and  London  Branches  in  Mex 


New  York  Address 
Wall  Slreel  Plaza 
88  Pine  Street -floor  29 
New  York.  New  York  10005 
Phone  (21?)  635-2300 
felex  620410  SERFNY 
226050  SERFNY 


Los  Angeles  Address 
I  Wilshire  Blvd 
Los  Angeles.  CA  90017 
Phone  (213)  687-0857 
Telex  673400  SERFLA 


1  ond  over  130  Mexican  cities 

London  Address 
Winchester  House 
77  London  Wall 
London  E  C  2NJSB 
Phone  01-6285882 
Telex  886873 


a  new  role  for  Mexico  on  the  world  sceni 
"It  is  universally  conceded  that  th 
country's  future  is  assured. "  Lopez  Portilk 
said.  "As  few  others,  it  has  the  resources 
vigor  and  tradition  to  see  it  through  th 
crisis  Its  increasing  authority  is  recod 
nized  in  the  world  community,  and  it 
voice  is  heeded  more  and  more  We  ar 
given  credit  and  granted  trust  " 

Exhorting  the  nation  to  seize  the  oppoi 
tunity,  the  President  added:  "We  are  th 
border  between  the  world  of  poverty  an 
the  world  of  wealth,  and  between  th 
dominant  cultures  of  this  continent.  W 
are  the  hallmark  and  the  beacon  Let  uf 
stand  for  advancement  and  progress  a 
well." 

MONTERREY:  Where  It  Happens 

"It  seems  to  me  we  clearly  constitute  i 
modernizing  element.  In  technology  vA 
have  been  innovators  and  successfil 
adaptors.  I  believe  there  is  no  question  bul 
that  we  are  in  the  vanguard  where  humai 
resources  are  concerned  We  are  mode™ 
also  in  the  administrative  techniques  m 
employ  and.  above  all,  in  our  dedication  t 
growth.  Growth  is  imperative  for  Mexico: 
is  necessary  for  its  development.  In  fnj 
process  the  big  company  cannot  b\ 
replaced ..." 

The  words  are  those  of  Bernardo  Garz 
Sada.  board  chairman  and  chief  execi 
tive  officer  of  the  Grupo  Industrial  Alfa,  bu 
the  spirit  is  that  of  Monterrey.  Mexico 
industrial  growth  leader  and  bastion  of  pn 
vate  enterprise. 

Garza  Sada  is  heir  to  a  90-year  traditio  W~ 
of  work  and  imaginative  busmess/mdu: 
trial  development,  and  the  Grupo  Alfa 
one  of  the  multi-billion  dollar  '  Monterrel 
Group"  that  is  creating  a  new  kind  of  in| 
dustnal  capitalism  in  northern  Mexico. 

His  words  echo  the  philosophy  of  ttll 
entrepreneurs  who  head  some  15.00| 
Monterrey  industrial  firms,  and  above  all 
the  14  renowned  "Grupos "  that  generatj 
over  $3  billion  in  sales  yearly  and  emplcl 
over  130.000  in  steel,  paper,  electronic^ 
glass,  petrochemicals,  television,  tounsr| 
and  hundreds  of  other  products. 

Monterrey  seems  an  unlikely  place  fcl 
an  industrial  empire  It  lies  in  the  dusll 
highlands  of  northeastern  Mexico,  at  ttll 
convergence  of  two  dry  rivers,  far  from  th| 
sea.  far  from  industrial  raw  materials,  fa 
from  the  power  centers  of  governmenl 
and  only  sketchily  linked  by  rail,  highwal 
and  air  transportation  to  its  principal  ma{ 
kets. 

Yet  Monterrey  is  the  principal  mdustri;! 


Giants  of  Tula, 


testimony  to  the  Toltec  culture,  influential  in  all  Mesoamerica  in  the  Xth  century. 


•STRENGTH 

The  Toltec  civilization  was  so  strong  that  it 
extended  from  the  center  of  Mexico  as  far  as  the 
present  day  border  with  the  United  States,  and  in 
the  South  to  the  Yucatan  peninsula  and 
Guatemala.  The  Toltecs  brought  to  prehispanic 
culture  a  great  sculptural  sense  and  architectural 
viggur. 

The  colossal  strength  of  what  they  did  still 
seems  impressive,  one  thousand  years  after  it  was 
built.  This  vital  force,  the  heritage  or  our  past, 


continues  to  inspire  the  Mexicans  to  build  a 
vigorous  Mexico  in  the  difficult  world  in  which  we 
live  today. 

As  an  integral  part  of  this  strength  of  modern 
Mexico,  and  placing  at  its  service  our  capacity  of 
work,  the  latest  in  modern  technology,  and  a  solid 
corporate  structure,  Alfa  was  born  and  has  grown 
to  become  the  largest  private  enterprise  in  our 
country. 

The  strength  of  Mexico  is  the  basis  of  our  future. 


Steel  and  technology  •  Industrial  equipment  and  machinery 
Paper  and  packaging  •  Petrochemicals  •  Capital  goods  •  Engineering 
Food,  processing  and  packing  •  Synthetic  libers  •  Land  and  resort  development 
Electronics  •  Home  appliances  •  Tractors  and  (arm  equipment  •  Mining 
Television  and  communications 


GRUPO  INDUSTRIAL  MlUE 

APARTADO  POSTAL  1000  MONTERREY  N 
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model  in  Mexican  economic  develop- 
ment. This  sprawling,  congested  city  of 
two  million,  only  150  miles  south  of  the 
U.S.  border,  is  Mexico's  Pittsburgh,  De- 
troit and  Chicago  rolled  into  one.  With  only 
3%  of  trie  country's  population,  it  pro- 
duces fully  20%  of  Mexico's  gross  domes- 
tic product  (GDP).  Its  roll  of  industrial  firms 
reads  like  a  Who's  Who  of  international 
business.  Not  only  Mexican  giants  like 
Alfa,  Cydsa  and  Visa,  but  Ford,  Gener- 
al Electric,  Philips,  Carrier,  Anderson 
Clayton,  Hewlett  Packard,  U.S.  Royal, 
Goodyear,  Burroughs  Wellcome,  John 
Deere  and  dozens  of  other  foreign- 
affiliated  firms  have  taken  root  in  the  fertile 
Monterrey  climate. 

Monterrey  has  been  northern  Mexico's 
main  trading  center  since  the  U.S.  Civil 
War  when  it  became  the  Confederacy's 
chief  supply  route  from  Britain.  But  it  only 
began  to  take  formation  as  an  industrial 
power  in  the  1980's  after  two  Spanish  im- 
migrants, Isaac  Garza  and  Francisco 
Sada,  founded  the  Cerveceria  Cuauhte- 
moc brewery.  Soon  the  brewery  spawned 
a  glass  factory  to  produce  bottles,  a  plant 
to  make  bottle  tops,  a  paper  factory  to 
make  labels,  and  a  bank  to  handle  the 
finances.  Over  the  years,  Monterrey 
flourished  and  expanded,  and  a  group  of 
corporations  largely  run  by  the  descen- 
dents  of  Garza  and  Sada  has  made  it  the 
second  largest  industrial  concentration  in 
the  country  today. 

The  Grupo  Industrial  Alfa,  a  direct  de- 
scended of  the  original  brewery,  is  gener- 
ally regarded  as  the  front-runner  of  the  14 
industrial  "groups,"  or  holding  com- 
panies, which  are  often  incorrectly 
categorized  by  foreigners  as  "the  Monter- 
rey Group."  Actually,  each  of  the  Grupos 
is  a  separate  and  distinct  corporate  entity 
with  its  own  management  and  operating 
policy,  and  there  is  no  overall  "Group" 
running  Monterrey. 

Alfa,  with  its  steel,  paper,  electronics, 
petrochemicals,  food  processing,  televi- 
sion and  tourism  interests,  alone  had  rev- 
enues of  $1.3  billion  in  1979,  and  total 
assets  of  $2.3  billion.  During  the  past  six 
years,  Alfa  has  undertaken  a  program  of 
rapid  diversification  in  job-intensive 
areas,  looking  for  prospects  of  fast  growth 
and  export  earnings  It  has  joined  forces 
with  American,  German,  Dutch,  Belgian, 
Canadian  and  Japanese  firms  in  such 
new  ventures  as  mining,  electronics, 
capital  goods,  petrochemicals  and  syn- 
thetic fibers.  Its  partners  include  such 
multinational  firms  as  Ford,  Admiral, 
BASF,  Hitachi,  Lummus,  Massey  Fergu- 


son, Moulinex  and  DuPont. 

Alfa's  steel  division  produces  more  than 
1 .5  million  tons  yearly,  and  its  Hylsa  steel 
company  is  a  high-technology  producer 
whose  exclusive  HYL  sponge  iron  direct 
reduction  process  is  being  licensed 
around  the  world.  Although  the  Mexican 
steel  industry  is  dominated  by  govern- 
ment-operated plants,  Hylsa  produced  a 
22%  share  of  the  market  in  1979. 

Now  the  largest  private  corporation  and 
fourth  largest  company  in  Mexico,  the  Alfa 
group  employs  some  35,000— four  times 
as  many  as  in  1975. 

When  Alfa  was  formed  in  1974  by  split- 
ting the  Garza  interests,  a  second  holding 
company,  Grupo  Visa,  took  control  of  the 
brewery  and  Banca  Serfin,  one  of  Mex- 
ico's largest  private  banking  systems. 
Since  then,  Visa  has  added  plastics,  food 
processing,  bottling,  fisheries  and  tourism 
to  its  inherited  interests.  Like  Alfa,  Visa  has 
established  partnerships  with  foreign 
firms — Spanish,  Italian  and  Japanese — 
who  can  provide  technology  and  capital. 
Visa's  1 979  sales  totaled  $774  million,  and 
its  assets  of  $1  billion  have  been  growing 
at  a  44%  annual  rate  between  1976  and 
1979. 

Third  of  the  "Big  Five"  among  the  Mon- 
terrey grupos  is  Grupo  Vitro,  which  began 
in  1910  with  two  machines  to  make  glass 


containers  for  the  brewery,  and  which  hit 
peak  of  $205  million  sales  last  year  from 
dozen  plants  around  Mexico.  The  maj 
business  still  is  glass,  but  managin 
director  Mario  Garza  points  out  the  groii 
over  the  years  has  diversified  "bacj 
wards"  into  the  production  of  raw  maw 
rials  and  chemicals,  technical  researq 
and  machinery,  and  "forwards"  to  reta 
outlets  and  banking. 

Grupo  Cydsa  also  has  diversified  rapifl 
ly  from  its  origin  35  years  ago  as  a  mani) 
facturer  of  rayon  filament.  Today  its  opera 
tions  are  divided  among  19  companK 
including  chemicals,  plastics,  films  ai 
packaging,  PVC,  rubber  and  agr< 
chemicals  Exports  exceeded  $1 7  millic 
last  year — mainly  acrylic  fibers  to  9 
United  States,  Spain  and  South  Americj 
Foreign  companies  that  have  joined  Cyo 
sa  in  partnership  include  Allied  Chemicg 
B.F.  Goodrich  Chemical  Company.  Bay! 
AG,  and  recently  Caterpiller  Tractor  Cori 
pany. 

The  growth  of  these  and  the  other  Mo| 
terrey  grupos  has  been  accompanied  t 
a  remarkable  transformation  of  the  30j 
year-old  trading  center  into  a  major  final 
cial  capitol,  with  at  least  17  banking  i 
stitutions  headquartered  there.  Their  con 
bined  assets  total  nearly  $5  billion.  Banc 
Serfin,  an  arm  of  the  Visa  group,  has  moi 


PETROLEUM  EXPORTS 

(millions  of  dollars) 


EXPORT  EARNINGS 

(millions  of  dollars) 


Crude  Exports 

(Average:  thousands 
of  barrels /day) 


1974 

133 

17 

1975 

423 

93 

1976 

557 

94 

1977 

1,045 

202 

1978 

1,857 

365 

1979 

3,987. 

533 

TOTAL  1974-79 

8,002 

(average)  217 

1980 

12,600 

1,050 

1981 

16,560 

1,326 

1982 

22,485 

1,332 

1983 

27,000 

1,385 

1984 

32,580 

1,410 

1985 

39.370 

1,455 

TOTAL  1980-85 

150,595(a) 

(average)  1,326 

Note:  Includes  exports  of  crude  oil,  refined  products,  natural  gas,  petrochemical  products,  etc.  (a)  Based  on  the  June 
1980  PEMEX  export  price  for  crude  oil  ($53  50  per  barrel)  and  natural  gas  ($4.47  per  thousand  cubic  feet). 


SUCCESS 

e've  had  it  coming  for  years 


i 


■  Successful  businesses  have  been  growing  in 
SA  for  over  35  years  making  us  one  of  the  most 
rtant  industrial  groups  in  Mexico  (25°/o  growth 
)fits  compounded  for  the  past  15  years). 

-  Successful  markets  have  been  pioneered  in 
:o  by  us:  Rayon  Filament  (1945),  Polyester  Fl- 
it (1967),  Acrylic  Fibers  (1968),  Toluene-di- 
anate,   TDI    (1974)  and  Polypropylene  Film 

-  Successful  leadership  is  maintained  in  key  in- 
ial  .areas  such  as:  Fibers  (Rayon  and  Acrylic)., 
ics  (PVC  and  TDI),  Films  and  Packaging  (Cello- 
e  and  Polypropylene),  Basic  Chemicals  (Chlorine 
Caustic  Soda),  Petrochemicals  and  Agrochemi- 

■  Successful  companies  from  many  countries 
joined  us  in  partnership,  among  others:  Allied 
-Heal  Co.  (since  1961),  B.  F.  Goodrich  Chemical 
since  1971)  and  Bayer  A.  G.  (since  1974).' 

■»,  Recently  we  have  signed  an  agreement  of  in- 
to form  a  joint  venture  with  Caterpillar  Tractor 
for  the  manufacturing  of  building  equipment, 
highway  trucks  and  wheel  loaders,  in  Mexico. 


CYDSA  BA  YE R,  first  TDI  plant  in  Latin  America. 


■  Successful  times  lie  ahead  of  us  because  we 
are  in  the  midst  of  an  even  more  aggressive  growth 
and  diversification  program  by  which  we  expect  to 
triple  our  sales  in  the  next  five  years  (we  have  already 
begun  with,  furniture  and  yarn  spinning,  and  we  are 
exploring  the  fields  of  urban  development,  textiles 
and  capital  goods). 

And  although  the  business  environment  in 
Mexico  is  rich,  varied  and  progressive,  it  isn't  just  this 
that  brings  success  our  way. 

Excellent  financial  standing,  advanced  tech- 
nology, professional  management  open  to  new  ideas, 
absolute  confidence  in  our  country  and  its  future.  .  . 

That  is  what  CYDSA  has  going  for  it! 


Cydsa 


A  group  of  companies  committed  to 
the  progress  of  Mexico 

P.  O.  Box  1124  Monterrey,  N.L.,  Mexico 


EXICO  ENTERS  THE  80's 


than  300  branches  around  the  country. 

Monterrey  also  has  taken  the  lead  in 
developing  human  resources.  The  city's 
industries  employ  nearly  one-fourth  of 
Monterrey's  two  million  population,  and 
provide  worker  benefits,  training,  medical 
care,  housing  construction  and  recre- 
ational programs  far  beyond  legal  require- 
ments 

Their  contributions  are  a  spectacular 
demonstration  of  the  private  sector  at 
work  in  a  Mexico  which  must  industrialize 
to  meet  the  needs  of  its  expanding 
population. 

Shortly  after  President  Lopez  Portillo 
took  office,  with  Mexico  deep  in  recession 
he  flew  to  Monterrey  to  ask  its  industrialists 
for  help  in  restoring  economic  growth. 

His  proposal  was  for  an  Alliance  for 
Progress  among  government,  labor  and 
business  He  won  the  enthusiastic  re- 
sponse of  Monterrey's  grupos,  and  four 
years  later,  this  multi-billion  dollar  de- 
velopment program  has  passed  success- 
fully through  its  initial  stages  of  recovery 
and  consolidation,  and  is  now  targeted  on 
the  next  phase — accelerated  growth. 

Nowhere  m  Mexico  is  this  accelerated 
growth  more  evident  than  in  Monterrey, 
where  the  "grupos"  are  setting  the  pace  m 
Mexico's  economic  transformation  with 
the  same  energy,  dedication  and  confi- 
dence that  built  an  industrial  empire 
around  a  brewery. 


TOURISM:  FUN  AND 
DOLLARS  IN  THE  SUN 

For  Mexico,  tourism  is  not  all  fun  and 
sun.  It's  big  business:  hotels,  restaurants, 
resorts,  airlines,  construccion.  employ- 
ment .  .  .  and  $1.7  billion  in  foreign  ex- 
change. After  industrialization,  it's  number 
two  on  the  Mexican  priority  list  for  expan- 
sion and  development. 

Mexico  always  has  had  a  lot  going  for  it 
in  appeal  to  tourists  Blessed  with  a  hos- 
pitable tropical  climate  and  hundreds  of 
luring  tourist  attractions — from  torrid 
beaches  and  palms  to  pyramids  to 
cathedrals  and  skyscrapers — Mexico  has 
been  one  of  the  world's  leading  tourism 
centers  for  three  decades. 

More  than  4.2  million  tourists  answered 
Mexico's  siren  call  iast  year,  and  another 
10%  increase  is  expected  in  1980  despite 
U.S.  inflation  and  recession  slowdowns. 

Government  and  business  alike  regard 
these  record  numbers  as  only  a  starting 
point  A  sweeping  investment  program  is 
underway  to  create  new  resorts,  like  re- 


cently developed  Cancun  and  Ixtapa- 
Zihuatenejo,  and  to  double  the  supply  of 
tourism  services  by  1982  As  an  important 
source  of  jobs,  tourism  is  a  mam  target  of 
President  Lopez  Portillo  s  alliance  with  the 
private  sector  The  program  calls  for  an 
additional  61 .700  hotel  rooms  and  accom- 
panying expansion  of  the  tourism  infras- 
tructure including  airports,  highways, 
beaches,  parks  and  services. 

The  clearest  indication  of  tourism's 
potential  is  the  interest  of  the  Mexican 
banking  system  in  promoting  hotel 
growth.  Most  of  the  major  banks  have 
joined  in  partnership  with  foreign  hotel 


chains,  merging  domestic  capital  wil 
foreign  know-how,  in  a  series  of  massiv 
investments  destined  to  improve  the  hot 
system  from  top  to  bottom  Banco  Nacioi 
ai  de  Mexico  is  working  with  Quality  Inr 
and  Western  International  Hotels  to  covi 
the  range  from  first-class  to  luxury  hotel 
while  Visa's  Banca  Serfin  will  promo 
Hyatt  Hotels  in  Acapulco  and  other  citie 
Banco  Comermex  is  backing  the  Hilt 
chain,  and  the  Alfa  Group  s  financia  s© 
tion  is  the  owner  of  the  fabulous  Ls 
Hadas  resort  on  the  Pacific  Coast  She 
aton  announced  a  $73  million  investme 
program  in  hotels  around  the  country,  ar 


MEXICO'S  1980  AGRICULTURAL  CRISIS 
PRODUCTION  OF  SELECTED  CROPS 

(thousands  of  metric  tons) 


1977 

1978 

1979 

1980  (p) 

Corn 

10,174 

10,909 

8,752 

11,081 

Frijol 

762 

940 

555 

1,130 

Wheat 

2,456 

2,643 

2,272 

2,645 

Rice 

567 

397 

481 

462 

Sorghum 

4,273 

4,185 

3,708 

4,677 

Cotton 

416 

340 

355 

348 

Safflower 

516 

557 

619 

636 

Soybeans 

516 

334 

719 

299 

Sugar  cane 

30,390 

30,000 

32,730 

31,000 

Tomatoes 

1,036 

1,117 

1,082 

993 

(p)  Projected 

IMPORTS  OF  BASIC  FOODSTUFFS 

(thousands  of  tons) 

1978 

1979 

1980  (a) 

1980  (b) 

Corn 

1,418 

.865 

1,700 

3,500 

Wheat 

506 

1,148 

650 

860 

Sorghum 

795 

1,344 

1,000 

2,900 

Soybeans 

700 

408 

500 

660 

Soybean  oil 

34 

30 

50 

Soybean  meal 

97 

147 

200 

200 

Frijol 

250 

300 

Sunflower  seed  27 

•7 

300 

70 

Rice 

61 

49 

50 

65 

Tallow 

48 

57 

80 

80 

Sugar 

83 

225 

739 

TOTAL 

3.686 

4.108 

4,985 

9,424 

(a)  Projected  January 

1980   (b)  Projected  June  1980 

THINK  BIG, 

THINK  OF  MEXICO, 

THINK  OF 

BANCO  MEXICANO  SOMEX.S.A. 

AS  THE  CONNECTION 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION  FOR  INFORMATION  ON  THE  ECONOMY  AND  MARKETS  OF  MEXICO 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION  WITH  PROJECTION  ON  INVESTMENTS  AND  JOINT  VENTURES 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION,  YOUR  CONNECTION  WITH  MAJOR  INTERNATIONAL  MONEY  MARKETS 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION  WITH  PROJECTION  IN  PRIORITY  AREAS 

(AUTOMOTIVE,  PETROCHEMICALS,  BASIC  CHEMISTRY,  HOUSEHOLD  APPLIANCES,  CAPITAL 
GOODS,  REAL  ESTATE  AND  TOURISM) 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION  WITH  CONNECTIONS  ON  MERGERS,  TRANSFER  OF  TECHNOLOGY  AND 
FINANCIAL  RESOURCES  (INCLUDING  GOVERNMENT  FUNDS) 

BANCO  MEXICANO  SOMEX 

THE  CONNECTION  FOR  THE  BEST  AND  LIMITLESS  BANKING  SERVICES 

OFFICERS: 

MARIO  RAMON  8ETETA.  Executive  President  and  General  Director 

LUIS  ANTONIO  CHICO  PARDO,  Executive  Vicepresident 
ADOLFO  HEGEWISCH  C.  Executive  Vicepresident 

DONACIANO  TAMEZ.  Executive  Vicepresident 

TITO  JAVIER  AYALA,  Internacional  Division  Director 

Paseo  de  la  Reforma  213,  Mexico  5,  D.F.  Telex:  SMEXME  01772739  Phone  591-16-11 

REPRESENTATIVE  OFFICES: 
NEW  YORK  MADRID 

Suite  1000,  44  Wall  Street,  New  York,  N.Y.  10005,  U.S.A.  Paseo  de  la  Castellana  No.  19.  Madrid,  Spain 

Phone:  (212)  425.2070  Phone:  410-41-17  410-46-96 


BANCO  MEXICANO  SOMEX.S.A. 


MULTIPLE  BANKING  INSTITUTION 


Mexico 
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The  Meaning  of  a 
Sound  Present 


Almost  a  century  ago,  in  1890,  our  first  company  started  its 
operations.  Today,  Valores  Industrials,  S.A.  is  one  of  the 
largest  and  most  successful  mexican  companies  with  leading 
entries  in  key  segments  of  the  economy.  From  food  products, 
tourism  and  beverages  to  packaging,  fisheries  and  banking. 

Valores  Industrials,  S.A.  stands  for  an  unlimited  confidence  in 
Mexico,  a  carefully  balanced  diversification  program,  and  an 
outstanding  financial  performance. 

What  we  are  today  was  our  future  90  year  ago.  And  we  intend 
to  have  an  even  better  future  through  our  policies  of  further 
developing  current  fields  of  activities  and  searching  for  new  and 
promising  areas  of  endeavor. 


VALORES  INDUSTRIALES,  S.A 

A  sound  present  assures  our  future 


Apartado  Postal  2001  Monterrey,  N.L.  Mexico 


Marriott  also  is  active. 

These  investments  are  stimulated  bj 
the  activities  of  FONATUR.  the  Nationa 
Fund  for  Development  of  Tourism,  whici 
launched  the  Cancun  and  Ixtapa  projects 
as  well  as  others  underway  at  Lore 
Puerto  Escondido  and  San  Jose  del  Cabd 
in  Baja  California.  FONATUR  has  mvestec 
over  $260  million  in  building  tourism 
frastructure.  and  apparently  will  hav 
large  sums  of  investment  capital  availab 
in  the  future 

Banco  Mexicano  Somex.  another  of  thi 
nation's  leading  banking  conglomerates 
set  up  a  complete  tourism  division  dunnj 
1979  The  Division  will  operate  on  threi 
levels;  administration  of  hotel  operatmi 
companies,  direct  promotion  of  touri 
projects  and  minority  shareholdings 
real  estate  operations. 

Somex  is  completing  three  pre 
investment  studies  on  three  hotel  project! 
involving  the  construction  of  3,600  ne\| 
hotel  rooms  by  1982 

Airlines  are  sharing  m  the  rapid  expar 
sion  of  tourism  services  with  augmentej 
schedules  to  the  new  resorts  as  well  as 
traditional  tourist  destinations  such 
Acapulco,  Mexico  City,  Puerto  Vallart 
Mazatlan  and  Menda.  Sixty  percent 
foreign  tourists  arrive  by  air,  and  nev 
routes  are  being  established  almo 


KEY  FIGURES  FROM  THE 
MEXICAN  BALANCE  SHEET 


'  Economic  growth  rate  8%  for  three 
consecutive  years 
Projected  $13  billion  in  petroleum 
export  earnings 
Dollar  reserves  $6.2  billion 
New  private  investment  $21  billion 
and  public  investment  $15  billion 
700,000  new  jobs  created  (1979) 
Petroleum  reserves  up  20%  since 
March 

Petroleum  production  2.3  million 
barrels  daily 

Manufacturing  activity  up  6.5% 
Electric  energy  growth  up  10% 
Exports  up  216.7%  (largely  pet- 
roleum) 

Imports  up  48% 

Agricultural  production  down; 
farm  imports  up  $1.9  billion 
Mining  up  10% 

Foreign  tourism  up  4%  to  4.2  mil- 
lion visitors 

Foreign  debt  $32  billion 
Inflation  30% 


If  you  think  Latin 
you  should  speak 
Bancomer 


Mexico  and  Latin  America  will  look 
brighter  in  your  business  book  if  you 
let  Bancomer  give  you 
further  insights  into  the  area. 
Bancomer  specializes  in  international 
finances  and  banking 


services  whether  in  Mexico  or  abroad,  so 
be  sure  to  speak  out  this  name  next 
time  you  think  of  business  in  this  market. 
Being  one  of  Mexico's  and  Latin 
America's  largest  banking  corporations 
makes  the  difference. 


*    j    AT  LA  N  T 1  CO 
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A  good  banking  term  to  know  in  Mexico  or  abroad, 

with  a  complete  network  of  branch  offices  throughout  Mexico. 

International  Division  •  Bancomer  Center  Av  Umversidad  1200.  Mexico  12.  D  F 
Telephone  534  00-34  ■   Telex  1775781  BCSAME 


OFFICES  ABROAD 

New  York 
Agency 

299  Park  Avenue 

New  York,  N  Y  10017,  U  S  A 


FOREIGN  REPRESENTATIVE  OFFICES 


Los  Angeles 

International  Banking  Branch 
800  Wilshire  Blvd.  Suite  1080 
Los  Angeles.  Calil  90017,  U.S.A. 


London  Branch 

15  Austin  Friars  4  th.  floor 

London  EC2N  2HE.  England 


Madrid 
Alcala  30 

5  th.  Floor.  Room  1 1, 
Madrid  14,  Spain 


Tokyo 

Shin  Kokusai  Bldg 
Room  842-4-1  Marunouchi 
3-Chome,  Chiyoda-Ku 
Tokyo  100,  Japan 


Sao  Paulo 

1439  Paulista  Avenue 
10  th.  Floor  Room  101 
Sao  Paulo  (SP)  Brazil 


601-11  20022-25  IV  80 


SHAREHOLDER  IN  LIBRA  BANK,  LTD  OF  LONDON 


Mexico 
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Mexico, 

an  aggressive 

oil  power 

with  an  aggressive 
banking  power: 

Multibanco  Comermex 


to 


Make  yours  that  power  and  buy  and  sell  in  the  Mexican 

market.  With  us  you  will  always  have  the  advice  of  top  experienced 

executives  in  international  trade  and  finance. 

For  prompt  and  reliable  action,  contact  our 

International  Banking  Division,  at  Plaza  Comermex,  Mexico  10,  D.F. 
P.O.  Box  1256,  Mexico  1,  D.F.  Cable  Address:  Comermex. 
Telex:  01 7  72  786  and  01 7  74  51 1 .  Telephone:  557  86  22. 


LONDON,  U.K.:  Scottish  Union  House  25  Bucklesbury.  London  EC  4N  8DR.  Phone  236-1751 
LOS  ANGELES,  CAL. :  707  Wilshire  Blvd  57th  Floor.  Los  Angeles,  Cal  90017.  Phone  629-2581 
MADRID,  SPAIN:  Jose  Abascal  56.  Madrid  3.  Phone  441-0867 

NEW  YORK,  N.Y.:  1  State  Street  Plaza,  20  th  Floor.  New  York.  N  Y  10004.  Phone  422-9650 
SAO  PAULO.  BRAZIL:  Rua  Libero  Badaro  377.  Con)  1910/11.  Phone  36-7376 
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Multibanco  Comermex 

We  back  you! 

Aut  CNB  601-11-20028 


weekly  as  a  result  of  easing  bilateral  re- 
strictions. American  Airlines  recently 
opened  five  new  Pacific  Coast  destina- 
tions, and  Continental.  Frontier  and 
Hughes  Airwest  also  are  stepping  up  air 
travel  to  Puerto  Vallarta,  Mazatlan,  Man- 
zanillo,  Acapulco  and  Baja  California. 
Continental  also  is  opening  routes  to  the 
Yucatan  Peninsula,  as  is  Eastern  Airlines 
from  New  York.  Braniff  is  waiting  in  the 
wings  to  receive  route  awards  to  both 
coasts. 

Mexico's  two  international  airlines,  Mex- 
icana  and  Aeromexico,  also  connect  with 
all  major  areas  of  the  United  States,  and 
feed  into  extensive  route  networks  across 
Mexico. 

The  object  of  all  this  activity  is  to  share  in 
a  business  which,  according  to  President 
Lopez  Portillo,  generated  well  over  $5  bil- 
lion last  year  from  the  country's  4  2  million 
visitors  plus  62  million  border  crossings. 
The  number  of  tourists  has  been  increas- 
ing at  approximately  10%  annually  for 
several  years.  Even  with  a  recession  slow- 
ing somewhat  the  travel  plans  of  many 
Americans,  the  tide  of  Canadians, 
Japanese  and  Western  Europeans  is  on 
the  rise,  and  all  forecasts  are  optimistic. 

Tourism  is  so  important  to  Mexico  that  in 
addition  to  the  investment  channeled 
through  FONATUR,  it  has  two  separate 
official  organs  to  promote  travel.  Mexico's 
glowing  reputation  owes  much  to  the  Mex- 
ican National  Tourism  Council  headed  by 
former  President  Miguel  Aleman.  who  is 
the  country's  most  effective  goodwill  dip- 
lomat and  is  responsible  for  promoting 
Mexico  on  the  five  continents 

The  Mexican  Tourism  Secretariat  tends 
to  internal  tourism  development  and  in- 
frastructure. Headed  by  the  new  Secre- 
tary of  Tourism,  Dr.  Rosa  Luz  Alegrfa,  who 
is  the  first  woman  to  hold  a  cabinet  posi- 
tion in  Mexico,  the  government  ministry 
will  implement  a  new  law  providing  tax 
and  other  incentives  to  develop  priority 
areas.  A  total  of  63  resort  towns  in  24 
states  have  been  designated  priority 
areas  for  development. 

Decentralizing  the  industry  ranks  high 
in  government  plans.  The  states  of  Vera- 
cruz, Chiapas  and  Tamaulipas,  which 
rarely  emerge  m  tourism  development  re- 
ports, are  among  the  priorities.  Jalisco 
and  its  capital  of  coloniai  Guadalajara 
leads  m  both  total  investment  and  the 
number  of  projects  for  1 980  Guerrero,  the' 
state  which  boasts  both  Acapulco  and  Ix- 
tapa;  and  Qumtana  Roo,  home  of  Cancun, 
are  close  behind.  The  Pacific  Coast  be- 
tween Ixtapa  and  Mazatlan,  and  Baja  Cali- 
fornia, also  are  getting  big  support. 


jHfl'.ltatf! 


Temj 


Cornpc 


hey  Rosenberg  has  nearly  $2  million  of  his 
mds'  money  that  he  is  investing  just  for  fun, 
me  beating  the  tar  out  of  the  averages. 


Making  it 
look  easy 


Seen 


ked  away  in  a  sculpture-filled 
rati)  ftce  bordering  Beverly  Hills  sits 
le  of  the  most  successful  money 
s  in  America.  Since  1975  he's 
every  major  stock  market  index 
e  margin,  except  for  the  energy- 
jnex,  and  at  231%  appreciation, 
ar  behind  the  Amex'  309%.  His 
lohn  Templeton  or  T.  Rowe 
r9  o,  it's  Sydney  J.  Rosenberg.  Syd- 
pwfl>senberg? 

how  Sydney  J.  Rosenberg  has 
the  last  five  years:  Amex  up 
osenberg  up  231%;  o-t-c  Com- 
147%,-  Wilshire  5000  stocks  up 
YSE  Composite  up  56%;  S&P's 
3%;  and  DJI  up  12%.  That's  the 
slow  listen  to  a  thread  of  wisdom 
Rosenberg,  66,  who  handles  the 
sidents  Telepathic  Investment 
icially  known  as  OPTIC,  Inc. 
asked  how  he  had  the  foresight 
two  ago  to  buy  the  South  Afri- 
i  I  stock  ASA  at  35 — today  it's 
.'  snberg  told  Forbes:  "My  wife 
;he's  a  gold  expert.  She's  been 

ft. 
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after  me  for  years  to  buy  gold.  So  to  get 
her  off  my  back  I  bought  ASA  and  four 
Krugerrands."  And  why  did  Rosenberg 
buy  Financial  Corp.  of  America  at  5,  a 
stock  which  subsequently  rose  to  13?  "I 
played  golf  with  a  couple  of  guys  who 
knew  the  management  and  spoke  very 
highly  of  them,"  Rosenberg  says.  "It's  a 
company  right  here  in  Los  Angeles,  but 
I've  never  been  over  there.  I  haven't  got 
time  for  that  kind  of  stuff,"  he  adds.  "I'm 
too  busy." 

Rosenberg  is  busy  all  right,  as  presi- 
dent and  CEO  of  American  Building 
Maintenance  Industries,  a  $250  million 
(sales)  office  cleanup  company  founded 
by  his  father,  who  started  out  as  a  San 
Francisco  window  washer.  On  the  side 
Rosenberg  is  the  official  investment 
manager  of  OPTIC,  an  incorporated, 
closed-end  mutual  fund  owned  by  100 
of  his  well-to-do  friends,  many  of 
whom  own  up  to  the  six-share  limit. 
It's  called  the  "fun  fund,"  and  indeed  it 
is.  There's  no  SEC,  no  general  public, 
just  100  members  from  the  ranks  of  a 
nationwide  organization  called  the 
Chief  Executives  Forum,  which  meets 


semi-annually.  There's  a  waiting  list  to 
buy  the  OPTIC  shares,  which  seldom 
are  cashed  in  for  any  reason  other  than 
death.  By  the  way,  the  fund  is  "tele- 
pathic" because  old  presidents  like 
Rosenberg  are  supposed  to  have  the 
ability  to  out-psych  the  vagaries  of 
market. 

Rosenberg,  a  Stanford  graduate,  is 
proving  that  you  don't  need  a  computer 
and  a  staff  of  number-crunching  M.B.A.s 
to  make  money  in  the  market.  What  is 
needed  is  common  sense.  Rosenberg 
first  began  running  OPTIC  back  in  the 
Sixties,  but  resigned  in  1973  because  he 
was  worried  about  institutional  mad- 
ness washing  common  sense  out  of  the 
market.  Rosenberg  was  right,  and  in 
1975  his  buddies  asked  him  to  return  as 
OPTIC's  spare-time  manager.  At  that 
time  the  fund  was  worth  $1,800  a  share. 
Now  it's  worth  has  risen  to  more  than 
$6,000  a  share. 

The  secret  to  Rosenberg's  success 
comes  right  out  of  a  recent  speech  from 
his  friend  and  fellow  CEF  member 
(though  not  an  OPTIC  shareholder),  re- 
nowned investment  adviser  John  Tem- 
pleton. First,  use  common  sense.  Second, 
buy  what's  a  bargain,  not  what's  popular. 
Third,  permit  one  person  with  knowl- 
edge and  courage  to  do  the  investing.  In 
one  of  Rosenberg's  recent  monthly 
newsletters  (his  first  cousin  is  also  a 
writer — Irving  Stone),  he  needled  Tem- 
pleton by  pointing  out  that  OPTIC  was 
outperforming  one  of  Templeton's  funds. 
Rosenberg  suggested  that  after  OPTIC 
members  had  bought  the  maximum  six 
shares,  they  might  want  to  give  Temple- 
ton's  fund  a  try. 

Right  now  Rosenberg  has  about  40 
stocks  in  OPTIC's  portfolio,  including 
some  phenomenal  winners.  There  are 
few  losers  simply  because  Rosenberg 
lives  by  an  old  maxim — when  a  stock 
heads  south,  get  out  fast.  The  first  loss  is 
your  cheapest. 

What's  Rosenberg  looking  for  in  a 
stock?  Management.  "Our  whole  success 
here  at  American  Building  Maintenance 
is  management,"  he  explains.  "We're 
selling  a  service  provided  by  22,000  em- 
ployees. I  know  the  value  of  good  man- 
agement," he  says.  "I  don't  particularly 
care  about  the  balance  sheet  or  what's 
going  on  at  the  company.  In  almost  every 
investment  I  know  people,  and  I'm  bet- 
ting on  their  judgment." 

Asked  to  give  more  reasons  why  he 
bought  particular  stocks,  Rosenberg, 
with  a  twinkle  in  his  sharp  blue  eyes, 
gave  a  few  more  examples  of  the  OPTIC 
philosophy: 

Avnet:  "I  read  in  the  paper  that  Scope 
Industries  bought  1.3  million  shares  of 
Avnet.  Scope's  chairman,  Meyer  Luskin, 
is  a  good  friend  of  mine — years  ago  he 
ran  our  profit-sharing  plan  at  ABM.  He's 
terribly  bright,  so  I  bought  Avnet  too." 

MGM  Film  and  MGM  Grand  Hotels:  "I  got 
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involved  in  MGM  several  years  ago  be- 
cause an  Armenian  friend  of  mine  [OP- 
TIC Treasurer  Ed  Mardigian]  spoke  very 
highly  of  Kirk  Kerkorian,  who  owned 
about  half  of  MGM.  I  didn't  know  much 
about  Kerkorian,  but  I  liked  what  I  saw  at 
the  company,  so  I  bought  some." 

Western  Co.  of  North  America:  "I've 
known  Western's  Chairman  Eddie 
Chiles  for  years.  He's  a  great  salesman.  If 
there  were  demand  for  only  one  offshore 
rig,  Eddie  Chiles  would  be  the  guy  who 
leased  it  out." 

TR-3  Industries:  "Some  brokers  I  trust 
recommended  this  company,  which  pro- 
duces a  waxing  and  polishing  compound. 
My  wife  tried  it  on  our  boat  down  at 
Newport  Beach,  and  she  said  the  stuff 
works  great.  So  I  bought  the  stock." 

However,  even  old  telepathic  presi- 
dents blow  one  now  and  then.  Rosen- 
berg's biggest  error  to  date  was  playing 
the  options  market.  "In  April  1978,  on  a 
broker's  recommendation,  I  put  $9,000 
into  Teledyne  call  options.  I  didn't  know 
much  about  options  at  the  time,  but  Tel- 
edyne stock  took  off  and  we  made 
$55,000  in  three  months,"  Rosenberg  re- 
calls. "So  I  said  to  myself,  'Where's  this 
been,  this  options  racket?  I  never  knew 
there  was  such  a  thing.'  "  Flush  with 
courage  and  cash,  Rosenberg  ran  out  and 
sank  the  $55,000  profit  into  Sears  and 
Merrill  Lynch  options — and  wound  up 
losing  it  all.  "No  more  options  for  me," 
he  laughs. 

Two  other  mistakes  Rosenberg  chuck- 
les about.  In  July  he  impatiently  sold 
Teleprompter  at  I6V2,  taking  a  IVi-point 
profit.  A  few  weeks  later  Westinghouse 
tendered  for  Teleprompter  at  38.  And 
Rosenberg's  maiden  voyage  into  the  sil- 
ver market,  violating  his  own  rule  about 
avoiding  popular  trends,  has  been  less 
than  successful.  Caught  up  in  silver  fe- 
ver, he  bought  200  ounces  of  silver  bul- 
lion at  $30  an  ounce,  rode  it  along  with 
the  Hunt  brothers  up  to  $50  and  then 
back  down  to  the  present  $20.  "I'm  going 
to  get  rid  of  the  silver,"  Rosenberg  says. 
"The  stuff's  too  heavy.  I'm  lucky  I  didn't 
get  a  hernia  carrying  it  over  to  my  bank 
vault.  That'll  be  the  end  of  my  metals 
market  play,"  he  says. 

Even  though  Rosenberg  is  worried 
about  holding  several  big  gainers  with 
P/Es  above  15,  like  Toys  'R'  Us  and  Geo- 
source,  he's  still  riding  high  on  his  most 
successful  stock  ever — Mitchell  Energy. 
Although  through  the  years  OPTIC  has 
sold  off  plenty  of  Mitchell,  reaping  hand- 
some gains,  Rosenberg  is  still  holding 
more  than  2,000  shares  at  an  average 
cost  of  $5.  Today  Mitchell  Energy  is  sell- 
ing above  $50.  Sydney  Rosenberg,  how- 
ever, isn't  the  only  one  who  knows  a 
good  thing  when  he  sees  one.  Check  the 
list  of  OPTIC's  100  shareholders,  and 
you'll  find  among  them  yet  another  one 
of  Sydney's  good  friends — George 
Mitchell.  ■ 
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In  venture  capital  today,  says  Sprout  Grot 
Bob  Johnson,  too  much  new  money  is  cht 
after  too  few  good  ideas. 


Here  come 
the  turkeys 


The  Money  Men 


Sprout's  funds — more  than  the 
raised  in  the  previous  eight  years 
wise,  an  avalanche  of  capital  has  h 
er  similar  seed-money  investors, 
son  estimates  that  $500  million  i 
funding  will  have  come  in  during 

"We've  never  had  so  much 
chasing  deals,"  says  Johnson,  wti 
manages  one  of  the  largest  ventu( 
ital  pools  in  the  world.  "Prices  ha1 
nitely  been  bid  up.  There  are  com 
that  raised  money  18  months  age 
months  ago  where  the  initial  evalu 
were  in  the  neighborhood  of  $3  m 
Now  those  companies  are  havii 
ond- round  financing  and  their 
tions  are  $15  million  to  $18  rr 
Some  of  that  appreciation  is  attnb 
to  progress,  but  most  of  it  stems  f« 
fact  that  so  much  money  is  availal 

"For  example,  some  of  the  leu 
buyouts  that  you've  seen  announce 
ly  are  at  15  times  earnings.  There] 
margin  for  error  if  that's  the  price 


By  Steven  Flax 


THESE  DAYS,  ROBERT  JOHNSON,  the 
fresh-faced  young  man  who  runs 
Donaldson,  Lufkin  &  Jenrette's 
Sprout  Group  of  venture  capital  funds, 
isn't  just  tinkering  with  black-box  com- 
puters or  peering  at  genes  under  a  micro- 
scope. He's  also  worrying  about  turkeys. 
Johnson's  Sprout  funds  are,  you  see, 
front-line  beneficiaries  of  the  venture 
capital  boom — and  he  is  surprisingly 
skeptical  about  today's  record  flow  of 
money  into  his  industry. 

"Now  there's  plenty  of  capital,  but 
there  is  a  finite  limit  to  the  quality  entre- 
preneurs," he  explains.  "At  some  point 
all  of  the  good  guys  will  have  gotten  their 
companies  off  the  ground.  Then  the  tur- 
keys will  come  around  with  the  same 
soft  shoe  that  everyone  else  does — and 
because  there  is  lots  of  money  they  will 
get  their  deals  done  too!" 

Does  that  mean  that  DLJ  is  going  to 
fund  some?  Johnson  gives  a  rueful  laugh. 
"Well,"  he  says,  "the  turkeys  don't  come 
in  wearing  signs." 

Such  are  the  problems  of  plenty  for  the 
venture  capital  business.  During  the  Sev- 
enties, when  the  market  was  at  times 
inhospitable  to  startups,  DLJ's  Sprout 
Group  invested  $67  million  in  over  60 
companies  that  today  have  an  aggregate 
annual  sales  of  $3  billion.  Over  that  same 
period,  the  funds,  managed  until  1978  by 
Johnson's  predecessor,  John  Castle,  who 
parlayed  his  successes  into  his  present 
position  as  president  of  the  parent  com- 
pany, earned  a  compound  rate  of  return 
in  excess  of  20% . 

But  that  record  was  built  when  money 
was  a  limiting  factor  and  the  few  deal- 
makers  in  the  industry  could  pick  and 
choose  their  investments.  Since  1978 
nearly  $75   million  has  flowed  into 


in.  If  you  bought  something  for  7 
earnings,  then  the  inverse  of  that  is 
a  14%  return  on  your  purchase  pr 
15  times  earnings,  the  return  wot 
to  about  6%.  Hell,  you  can  get  th 
bank.  Leveraged  buyouts  are  no  be 
principle  than  startups.  It's  realfjj 
of  prices,  and  how  long  it  takes  y 
your  investment  back 

Johnson  knows  that  inflation 
just  as  vicious  in  the  venture  cap] 
dustry  as  at  the  supermarket, 
prices  are  rising  it's  that  much  ha 
maintain  your  venture  rate  of 
With  the  five-to-seven-year  inves 
horizons  in  his  business,  there's 
more  risk  that  there'll  be  no  1 
there  when  your  company  is  fully 
oped.  "Obviously,  if  you  pay  doj 
the  beginning,"  he  concludes,  "yd 
to  get  double  at  the  end  to  get  th< 

FORBES,  NOVEMBER 


T 


STREM 

Effective; 
start  with ; 
backed  bj 
in  hardwa 
'peoplew; 

AtM 
We  com 
<ie  latest; 
with  the  rr 


h of  our < 
*rack  reco 
matchJu: 
400corpO 

WBGH- 

for  many  i 
foufactu 


THE  SHAREHOLDERS  RELATIONS 

FITNESS  TEST 


STRENGTH: 

Effective  shareholder  relations 
start  with  a  stock  transfer  agent 
backed  by  an  ongoing  investment 
in  hardware,  software  and 
"peopleware!' 

At  Manufacturers  Hanover, 
we're  committed  to  having  on-line 
the  latest  generation  of  computers 
with  the  most  sophisticated  pro- 
gramming capabilities  available. 

TRANSIFAONI  the  nerve  cen- 
ter of  our  entire  operation,  has  a 
track  record  no  competitor  can 
match.  Just  ask  any  of  the  some 
400  corporations  we  serve. 

WEIGHT 

For  many  customers, 
lanufacturers  Hanover  has  re- 


duced the  number  of  shareholder 
accounts  by  more  than  10%  -  the 
result  of  seeking  out  duplicate  ac- 
counts the  previous  stock  transfer 
agent  may  have  entered  wrong. 

REFLEXES: 

At  Manufacturers  Hanover,  share- 
holder records  are  accessible  in- 
stantly. So  you  can  respond 
without  delay  to  such  develop- 
ments as  tender  offers. 

MEMORY: 

Our  TRANSIFAC  system  main- 
tains fully  computerized  audit  con- 
trols over  all  work;  keeps  track  of 
certificate  inventory;  and  assures 
control  over  the  production  of  cer- 
tificates and  transfer  reports  and 
the  mailing  of  dividend  checks. 


POSTURE: 

Manufacturers  Hanover  recog- 
nizes that  the  human  side  of  this 
business  is  all-important.  Not  only 
will  you  have  an  account  adminis- 
trator coordinating  all  day-to-day 
tasks,  but  a  backup  team  of  three 
other  officers  thoroughly  familiar 
with  every  aspect  of  your  account. 
So  you  and  your  shareholders 
always  have  someone  to  turn  to. 

If  your  present  stock  transfer  agent 
looks  out  of  shape  to  you,  talk  to 
Manufacturers  Hanover.  For  more 
information  on  our  stock  transfer 
and  registration  services,  contact 
Joseph  Gnger,  Vice  President,  at 
(212)  623-7542.  Or  write  us  at 
40  Wall  Street,  N.Y.,  N.Y  10015. 


IF  YOUR  STOCK  TRANSFER  AGENT  CANT  PASS  IT 
TALK  TO  MANUFACTURERS  HANOVER. 


The  Money  Men 


rate  of  return,  and  that's  a  lot  harder." 

What  really  worries  Johnson  about  to- 
day's environment,  however,  is  what  he 
calls  the  pressure  to  invest.  "Some  peo- 
ple, particularly  these  guys  who  have  got- 
ten their  money  lately, "  he  explains,  "are 
sitting  with  $60  million  in  their  pockets, 
and  they  need  to  do  a  deal.  Their  stan- 
dards aren't  going  to  be  as  tight  as  they 
were  in  1975  where  they  had  $3  million 
left  and  half  of  that  was  going  to  be 
needed  by  the  companies  they  were  al- 
ready in.  Then  they  weren't  so  hot  to 
move.  But  now  it's  like  .  .  .  well,  you 


know,  at  1 1  at  night  all  of  the  girls  begin 
to  look  good." 

So  today — instead  of  fending  off  eager 
entrepreneurs — Johnson  finds  himself 
making  sure  that  some  other  venture 
capitalist  doesn't  take  a  deal -off  his  fork. 
"In  an  environment  like  this  you  can  get 
a  deal  negotiated  and  be  all  ready  to  close 
it  and  somebody  else  will  come  along  and 
say,  'Hell,  I'd  pay  you  twice  as  much.'  So 
the  sharper  entrepreneur  will  shop 
around.  He'll  see  if  he  can  sell  less  of  his 
company  for  even  more  money  than  he'd 
been  offered." 

New  legislation  should  increase  that 
pressure  to  invest.  In  September  Congress 
passed  the  Investment  Incentive  Act,  al- 


Robert  Johnson  of  Sprout 

"At  11  at  night  all  of  the  girls  begin  to  look  good." 


lowing  the  formation  of  public 
capital  funds  that  have  an  incenl 
structure  like  the  private  funds.  Ir 
these  would  be  closed-end  mutual 
that  invest  in  private  companies  an 
managers  a  share  in  their  gains. 

"A  mutual  fund  manager,"  say 
son,  "could  get  away  with  no  eqi 
centive  and  a  small  fee  like  1%  \ 
one  man  can  manage  $200  millio 
venture  capital  is  too  people-in 
for  that.  In  a  venture  thing,  you'r^ 
well  if  you're  managing  $10  miL 
small  companies.  We  make  mol 
having  a  piece  of  the  gain  that  wi 
for  the  investor.  What  Congress  H 
is  that  a  public  fund  manager  cai 
in  the  gain.  Until  now  the  only 
who  could  make  venture  capital 
ments  were  big  institutions  and  v 
individuals  who  could  afford  act 
the  private  venture  capital  market 
the  public  can  play,  and  by  the  enj 
year  I'm  sure  there  will  be  seve 
public  funds." 

Johnson  comes  to  venture  capitj 
all  the  proper  credentials.  He  has 
degree  in  physics  and  a  Harvard 
and  began  his  Wall  Street  years  asl 
puter  and  electronics  analyst.  Sij 
took  over  Sprout  2Vz  years  ago, 
tried  to  balance  its  leveraged  b 
which  had  become  increasingly  p< 
with  pure  startups.  These  have  ini 
investments  in  genetic  engineerui 
leadar  Genetics)  and  robotics  Mw/q 
among  others. 

Where  does  Johnson  think  the 
nities  of  the  Eighties  lie?  Besides  su 
in  electronics  and  microbiology,  Sp 
big  on  specialty  retailing.  The  furl 
example,  have  taken  equity  recei 
Tennis  Lady,  Inc.,  a  chain  of  active- 
wear  shops,  and  Company  Stores 
opment  Corp.,  which  develops  sh 
malls  of  factory  outlet  stores. 

So  what  is  Sprout  avoiding' 
wouldn't  want  to  invest  money  in 
pany  that  was  primarily  a  high  f 
industry,  like  designer  jeans.  I  thi 
dangerous  to  invest  in  something 
you're  inordinately  dependent  c 
creative  contribution  of  one  indivn 
the  designer  is  wrong  next  year, 
finished.  Also,  we  try  to  stay  awa- 
things  where  the  underlying  asset 
little  residual  value — like  person 
vices,  publishing  or  entertainmenl 

"In  this  business  you  can't  depe 
some  greater  fool  to  come  along  ai 
you  more  than  you  bought  in  for.  1 
just  too  much  time  for  reality  to  ir 
The  average  investment  we  make, 
in  it  for  five,  six  or  seven  years.  Wl 
do  has  to  be  real.  You  don't  want  tc 
an  investment  just  because  it's  p 
now,  because  by  the  time  it's  re 
may  not  be  popular  anymore." 

At  the  moment,  however,  ventui 
ital  itself  is  popular — and  to  Johnsc 
is  a  liability  as  well  as  an  asset.  ■ 
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Respect. 

Poor  Rodney  "don't  get  no  Respect."  But  you'll  be  highly 
regarded  at  Frank  B.  Hall,  the  corporate  insurance  services 
firm  with  the  right  attitude.  Our  5300  professionals  can  provide 
the  protection  you  deserve/ 


Creative  insurance  services.  We've  got  what  it  takes. 

Frank  B.  Hall  &  Co. 


Is  your  small  business 
having  a  big  problem  with 
incoming  calls? 


You  need  the  Com  Key  system. 


The  Com  Key  system 
helps  manage  incoming 
calls  more  efficiently. 

Only  from  Bell. 

If  your  small  business  is  having 
a  big  breakdown,  it  could  be  the 
fault  of  your  communications  system. 

loo  much  communication.  Not 
enough  system. 


"I  tried  to  reach  you, 
but..." 

Symptom  #1:  Your  office  goes 
to  lunch  and  your  business  goes  with 
it,  leaving  phones  unattended  and 
clients  unable  to  reach  you. 

Very  unprofitable. 

With  the  Com  Key®  416  system 
by  Western  Electric,  you  can  control 
which  phones  ring  on  which  lines, 
to  ensure  coverage  during  lunch 
breaks.  It's  called  flexible  ringing. 

"He's  on  another  line . . ." 

Symptom  #2:  Clients  are  put 
on  hold  indefinitely  becausejrw 
line  is  busy. 

Very  frustrating. 

With  the  Com  Key  system, 
your  secretary  can  inform  you 
discreetly  over  the  intercom  that 
a  second  call  is  on  the  line.  Without 
even  interrupting  your  conversation. 

"I  was  put  on  hold 
forever. . ." 

Symptom  #3:  A  client  calls,  but 
no  one  can  find  the  person  being 
called.  While  the  hunt  goes  on,  the 
client  is  left  cooling  his  heels. 


Very  irritating. 

With  the  Com  Key  system's 
paging  option,  anyone  in  virtually 
any  part  of  the  office  can  be  locatec 
within  seconds. 

There's  more  to  the 
Com  Key  system. 

We've  described  just  a  few 
of  the  ways  the  Com  Key  system 
can  help  a  small  business  with  two 
to  four  phone  lines  communicate 
better. 

There's  even  more  to  the 
Com  Key  system.  Like  Conference 
calling.*  Music  on  hold.  £ven  a 
personal  line  nobody  else  can 
use  to  make  sure  important  calls 
always  get  through  to  you. 

Call  your  local  Bell  System 
company  today  for  details. 

And  start  avoiding  those  big 
breakdowns. 

The  Com  Key  system 
by  Western  Electric 


*Voice  quality  may  decrease  depending  on  the  distance  between 
conferees  and  the  number  of  persons  on  the  Conference  call. 


Kentucky's  blucgrass  stays  green 
near  four  coal-fired  power  plants, 


With  help  from  advanced 

waste  management 

by  III  Conversion  Systems. 


Kentucky  produces  more  coal  than  any 
other  state,  and  most  utilities  there  burn  it  to 
generate  electricity.  Four  of  the  largest  generat- 
ing stations  have  built  environmental  protection 
into  their  coal-fired  power  plants  — with  help 
from  IU  Conversion  Systems. 

These  power  plants  are  equipped  with 
"scrubbers"  that  remove  pollutants  from  com- 
bustion fumes,  and  IU  Conversion  Systems  then 
treats  the  resulting  sulfurous  sludge  and  ash  so 
that  they  cannot  harm  the  countryside. 

The  waste  material  is  recycled  into  an  en- 
vironmentally safe  product  that's  suitable  for 
landfill,  road-building,  embankments  and 
other  practical  uses.  This  process  is  the 
Poz-O-Tec 8  system. 

As  a  leader  in  its  field,  IU  Conversion 
Systems  has  been  selected  to  treat 
sludge,  fly  ash  and  other  wastes  at  more 


International 


than  20  power  plant  units  in  almost  every  section 
of  the  nation.  Altogether,  more  than  22  million 
tons  of  waste  material  can  be  stabilized  annually 
by  these  Poz-O-Tec  systems. 

In  addition,  the  company's  scientists  and 
engineers  are  solving  problems  in  the  rapidly 
expanding  industrial  waste  disposal  market. 

Waste  management  services  represent  a 
growing  part  of  IU  International,  whose  interests 
in  transportation,  distribution,  agribusiness,  in- 
dustrial and  environmental  markets  produce 
more  than  S2  billion  in  annual  revenues. 

If  your  business  has  a  major  waste  treatment 
problem,  write  B.  Lawrence  Seabrook,  Jr., 
President,  IU  Conversion  Systems,  1 15 
Gibraltar  Road.  Horsham,  PA  19044. To 
learn  more  about  IU  International,  write 
H  (  <  >rporate  Affairs,  1500  Walnut  Street, 
Philadelphia,  PA  19102. 


Financial  Strategy 


hen  inflation  can  overpower  recession,  it 
?ans  that  our  financial  system  can  no 
\nger  stand  prosperity. 

COLLISION  COURSE 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


There  is  good  news 
and  bad  news.  The 
good  news  is  that 
the  latest  statistics 
strongly  suggest 
that  the  American 
economy    has  hit 
bottom  and  is  start- 
ing to  expand  again. 
The   bad   news  is 
that  expansion  and 
tion  are  on  a  collision  course, 
my  last  column  I  told  you  that 
inflation  has  now  gotten  so  bad 
during  the  recession  interest 
did  not  decline  far  enough,  or 
down  long  enough,  to  permit 
esses  and  financial  institutions 
efund  their  short-term  debts  and 
prepare  to  finance  a  renewed  ex- 
sion.  This  was  the  first  time  that 
traditional  recovery  of  financial 
ince  during  recessions  failed  to  oc- 
The  consequence  is  that  our  fa- 
cial system  goes  into  the  expan- 
i  with  an  unprecedentedly  high 
:ion  of  its  liabilities  in  short-term 
'or  interest-sensitive  form. 
3r  example,  40%  of  the  liabilities 
he  thrift  institutions  are  now  cer- 
ates of  deposit  rather  than  the 
itional  passbook  accounts.  That 
ins  that  a  large  number  of  deposi- 
have  deliberately  switched  their 
:  Is  into  the  instruments  that  of- 
l  d  the  highest  yield  available  at  the 
.  e.  But  when  those  CDs  mature  the 
'  ft  institutions  will  not  be  able  to 
!  r  yields  that  compete  with  the 
1  interest  rates  now  available  in 
•  marketplace,  because  their  assets 
long-term  mortgages  that  yield  far 
than  the  going  rate  of  interest, 
ly  other  businesses  and  financial 
itutions  are  in  a  similar  bind.  The 
ainly  but  accurate  warddisinterme- 


v  Rladen  is  senior  rice  president-invest- 
\'s  for  the  Guardian  Life  Insurance  Co.  of 
I'ica,  and  author  of  How  to  Cope  with  the 
I  "loping  Financial  Crisis. 


diation  describes  the  consequent  pro- 
cess: There  is  a  withdrawal  of  funds 
from  deposit  institutions  by  investors 
who  want  to  buy  a  higher-yielding 
financial  instrument. 

Interest  rates  have  already  risen 
above  the  level  at  which  disinterme- 
diation  is  to  be  expected,  and  the  ris- 
ing demands  for  credit  that  will  be 
generated  by  the  expansion  will  con- 
tinue to  push  rates  up.  At  some  point 
the  expansion  will  abort  in  a  credit 
crunch;  but  given  the  unprecedented 
illiquidity  of  our  financial  system,  it  is 
extremely  difficult  to  predict  just  how 
strong  an  expansion  is  financeable.  A 
rapid  recovery  would  produce  a  severe 
crunch  very  soon  but,  conversely,  an 
anemic  recovery  could  postpone  the 
crunch  for  some  time. 

Another  question  that  is  crucially 
important  for  both  institutional  and 
individual  investment  management  is 
this:  Will  the  accelerating  inflation 
and  growing  instability  of  our  finan- 
cial system  terminate  in  a  deflation- 
ary credit  collapse  like  the  one  that 
occurred  in  the  early  1930s?  Or  will  it 
end  in  hyperinflation  and  the  destruc- 
tion of  all  the  wealth  that  is  held  in 
the  form  of  intangible  financial 
claims?  The  hardcover  edition  of  my 
book  assumed  that  the  ultimate  out- 
come would  be  deflation  and  hard 
times  of  the  sort  that  our  economy 
and  financial  system  have  survived 
before.  Today  I  am  not  so  sure;  and  in 
the  new  preface  for  the  paperback  edi- 
tion, which  will  appear  in  January,  I 
am  attempting  to  weigh  the  odds  that 
the  end  result  will  be  runaway  infla- 
tion of  the  sort  that  Germany  endured 
in  the  early  1920s.  The  German  econ- 
omy survived — more  or  less — but  po- 
litical and  social  stability  didn't. 

Three  things  have  caused  me  to 
take  the  possibility  of  hyperinflation 
seriously.  The  first  was  the  Carter  Ad- 
ministration's policy  of  bailing  out 
anybody  and  everybody  whose  failure 
would  be  politically  unpalatable,  re- 
gardless of  the  irresponsibility  that 
got  them  into  trouble,  and  regardless 


of  the  odds  that  they  will  be  able  to 
repay  their  bailout  loans.  Chrysler 
Corp.,  for  example,  has  always  been 
speculatively  capitalized;  and  given 
the  prospects  for  the  automobile  in- 
dustry in  this  country  it  is  virtually 
certain  to  become  a  Yankee  version  of 
British  Leyland.  It  will  run  at  a  huge 
loss  for  years,  with  the  losses  being 
picked  up  by  the  American  taxpayers. 
Incidentally,  I  see  by  the  London 
Economist  that  British  Leyland  already 
has  cost  the  British  taxpayers  £1  bil- 
lion— nearly  $2.5  billion. 

Second,  there  is  the  rapidly  rising 
political  appeal  of  a  substantial  cut  in 
personal  tax  rates  unaccompanied  by 
an  equivalent  cut  in  federal  expendi- 
tures, with  the  gap  financed  by  in- 
creased government  borrowing.  The 
currently  popular  Supply  Side  Eco- 
nomics contains  much  that  is  new 
and  much  that  is  true.  What  is  true  is 
its  reemphasis  of  classical  economics. 
What  is  new  is  its  assertion  that  a 
30%  cut  in  personal  tax  rates  would 
be  self-financing  within  three  years. 
The  theory  is  that  if  tax  rates  were 
lower,  then  we  would  all  work  so 
much  harder  and  earn  so  much  more 
that  government  revenues  would  ac- 
tually go  up,  not  down.  I  find  it  impos- 
sible to  believe  that  people  are  that 
adaptable  in»the  short  run.  Instead,  I 
believe  that  substantial  tax  cuts  that 
are  not  offset  by  expenditure  reduc- 
tions would  produce  ruinous  inflation. 

Finally,  illegal  businesses  like  the 
drug  trade,  and  tax  evasion  by  other- 
wise legitimate  enterprises  that  deal 
in  cash  and  don't  keep  records  for  the 
tax  collector,  are  growing  by  leaps  and 
bounds.  By  now  probably  something 
over  10%  of  all  economic  activity  in 
the  U.S.  takes  place  in  the  subterra- 
nean economy,  and  that  is  well  be- 
yond the  flash  point.  From  now  on 
simple  envy  of  people  who  are  doing 
splendidly  in  illegal  businesses  will 
cause  the  subterranean  economy  to 
grow  at  an  explosive  rate.  In  my  book 
I  warn  that  we  are  heading  for  an 
eventual  crisis  in  federal  government 
finance,  and  I  recommend  the  substi- 
tution of  a  value-added  tax  for  the 
income  tax  before  the  latter  breaks 
down  altogether.  Evidently  the  crisis 
is  developing  more  rapidly  than  I  had 
realized.  To  the  extent  that  the  gov- 
ernment cannot  finance  itself  through 
taxes,  it  will  be  tempted  to  finance 
through  inflationary  borrowings. 

In  either  case,  it  seems  clear  that 
the  short-run  trend  is  toward  a  liquidi- 
ty crisis.  At  the  moment  I  believe  that 
the  best  investment  you  can  make  is 
the  most  liquid  one  you  can  find.  ■ 
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Capital  financial  specialist  and  horsewoman 
Mary  Lou  Schimoler  says: 

"It's  an  impartial 

'TV  is  such  an  overwhelming 
w&J\&m  w  ^^JLb      influence  in  our  society.  I  see 
TV  Guide's  role  as  educating  more  than  anything  else. 
It's  sort  of  like  a  watchdog.  It  tells  me  what  I  want  to  know." 


Jerome  R.  Corsi,  research  professor  of 
political  science  at  the  University  of  Denver, 
adds:  "TV  Guide's  articles  are  always  fun 
to  read.  They  often  provide  insights  into 
aspects  of  issues  that  are  interesting  and 
useful  for  me  to  think  about." 


"TV  Guide  definitely  plays  an 
important  role,"  says  oil  company 
executive  Bob  Annear.  "All  the  news- 
paper does  is  list  what's  on,  but 
TV  Guide  goes  beyond  that.  It  has  a 


message  of  its  own' 


America 


"I  think  TV  Guide's  pretty 
objective,"  says  Marion  Pech,  music 
educator  for  the  Denver  public 
schools.  "This  is  what  I  like  to 
see.  It  doesn't  sound  as  though 
they're  an  arm  of  the  industry. 
I  think  we  need  a  lot  more  objec- 
tivity in  our  lives." 


In  the  Mile  High  City  and  all  across  America, 
people  depend  on  TV  Guide  for  the  best  view  of  television. 
Its  unique  perspective  on  the  medium  attracts  more  adults 
than  any  other  magazine— over  42  million  avid  readers, 
each  and  every  week.  And  in  TV  Guide,  you'll  reach  almost 
all  of  them  in  just  10  days,  so  your  product  or  promotion 
can  stake  its  claim  in  the  marketplace  right  away.  Sell 
to  America  in  the  magazine  America  reads. 


TV  Guide. 


of  TViangle  Publications,  Inc. 
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Personal 
Affairs 


Edited  By  William  G.  Flanagan 

IRS  versus  office  at  home 

The  IRS  has  never  been  happy  with 
taxpayers  who  deduct  expenses 
for  a  part-time  office  at  home, 
even  if  the  office  produces  an  income. 
Now  it  is  getting  downright  testy  about 
it.  Not  only  is  it  trying  to  end  such  office- 
at-home  deductions  in  future,  it  is  taking 
back  your  old  deductions  when,  at  age 
55,  you  sell  your  house  and  claim  the 
$100,000  capital  gains  exclusion. 

In  August  the  IRS  proposed  a  new  tax 
rule  stating  that  homeowners  with  part- 
time  businesses  who  set  aside  a  small 
portion  of  their  residences  as  offices  will 
no  longer  be  able  to  deduct  business- 
related  expenses  for  that  office.  Period. 

What's  more,  the  IRS  proposed  that 
the  rule  would  apply  retroactively  to 
1976,  when  the  Tax  Reform  Law  was 
passed.  That  means  you  would  have  to 
recompute  taxes  for  the  past  four  years  if 
you  have  been  taking  that  office-at-home 
deduction. 

Enter  Senators  William  L.  Armstrong 
(R-Colo.)  and  Robert  Dole  (R-Kans.)  to 
the  possible  rescue.  They  have  sponsored 
an  amendment  which  has  temporarily 
blocked  the  IRS  proposal  from  becoming 
a  regulation.  But  after  Dec.  15,  unless 


their  new  legislative  proposal  is  passed, 
the  IRS  rule  could  take  effect  as  early  as 
next  year. 

Incidentally,  the  same  IRS  proposal 
would  also  restrict  deductions  for  indi- 
viduals who  rent  to  relatives.  Deductible 
expenses  will  not  be  able  to  exceed  gross 
rental  income  for  the  year,  says  the  IRS. 
The  bottom-line  effect,  says  Armstrong, 
is  that  you  could  end  up  paying  higher 
taxes  when  you  rent  to  your  mother  than 
to  a  complete  stranger.  (Both  Dole  and 
Armstrong  plan  to  bar  that  proposed  rule 
as  well.) 

There's  more  bad  news.  M.  Tulman  & 
Co.,  a  Boston  accounting  firm,  points  out 
that  if  you're  over  55  and  have  been 
taking  those  office-at-home  deductions 
and  are  now  planning  to  sell  your  home, 
the  use  of  an  office  at  home  cuts  down  on 
the  $  1 00,000  maximum  exclusion  of  cap- 
ital gains  on  the  sale  of  a  principal  resi- 
dence. In  effect,  the  $100,000  exclusion 
is  reduced  by  the  percentage  of  the  home 
that  was  claimed  as  an  office.  For  exam- 
ple, if  a  taxpayer  had  a  capital  gain  of 
$70,000  on  the  sale  of  his  home  but  30% 
of  it  was  claimed  on  his  taxes  as  an  at- 
home  office  ever  since  he  lived  there, 
only  70%  of  that  gain— or  $49,000— 
would  qualify  for  capital  gains  exclusion. 

Think  big 

Certain  types  of  drivers  would  much 
sooner  walk  than  drive  a  small  car, 
and  Detroit  has  long  loved  them 
dearly.  Now,  ironically,  just  as  even  the  Big 
Three  go  all  out  for  the  small,  fuel-efficient 
car,  big  car  lovers  could  finally  get  their 
hands  on  some  real  bargains.  Despite  rec- 


ord high  prices,  interest  rates  and 
fuel  and  insurance  costs,  this  coul 
great  time  to  buy  a  big,  new  car. 

For  one  thing,  any  new  car  bu 
likely  to  be  greeted  like  a  long-lost 
er  in  empty  showrooms.  You  shoi 
able  to  work  a  better  deal  on  a  ne 
discount  now,  and  get  a  better  trad 

More  important,  despite  rising 
on  a  pound-for-pound  basis,  big  car 
gone  up  less  in  price  than  their  si 
brethren.  Indeed,  Hertz  Corp.,  a  di 
of  RCA  and  the  nation's  largest  car 
company,  has  just  released  some  f 
which  should  cheer  every  roac 
While  list  prices  of  typical  compai 
subcompact  models  rose  20%  am 
in  1980  respectively,  the  sticker 
on  intermediates  and  standards  c 
up  only  12%  to  14%.  And  high 
counts  on  bigger  models  reduced  t 
even  more,  according  to  Hertz, 
operates  some  300,000  cars  and 
(A  "discount,"  of  course,  is  the  ai 
you  are  able  to  negotiate  below  the 
er  price.  You  should  now  be  able  t 
at  least  15%  off  the  list  price  of 
big  car.)  In  1979,  for  example,  thftasttf11 
chase  price  of  a  new  subcompac 
figured   by  Hertz   at  $4,865, 
$6,962  for  a  standard,  a  differei 
$2,097.  For  1980,  the  subcompaq 
$6,033,  vs.  $7,752  for  the  standard 
of  only  $1,719,  says  Hertz. 

In  all,  if  you  drive  10,000  mil 
year,  and  trade  your  car  in  every 
years,  it  will  cost  you  about  38.1 
per  mile  to  drive  a  subcompact 
Pinto).  A  compact  (Fairmont,  for 
pie)  will  cost  you  39.8  cents  per  riltosM 
own  and  operate.  An  intermediate  ' 
II)  will  run  you  44  cents  per  mile 
standard-size,  full  Ford  will  nil 
cents  every  mile  you  drive.  These 
include  depreciation,  insurance, 
ing,  fees,  interest  on  your  three-ye; 
(assuming    one-third    down),  rt 
nance,  gas,  tires  and  oil.  About  th 
things  not  included  are  parking  anilim* 


Remember,  the  longer  you  keep 
the  cheaper  it  is  to  own  and  opera 

One  way,  of  course,  that  big  car 
siasts  have  attempted  to  cut  do 
costs  is  by  choosing  diesel,  rathe 
gasoline,  engines.  General  Moto 
been  offering  diesels  in  several 
standard-size  models  for  some  tim 
On  the  basis  of  cost  alone,  you  n 
better  driving  a  big  diesel,  accorc 
Runzheimer  &.  Co.,  a  consultin 
based  in  Rochester,  Wis.,  which 
tabs  on  such  matters  for  fleet  o 
While  only  a  handful  of  fleet  owne: 
opted  for  diesels,  individual  buyei  c 
been  snapping  them  up  at  a  pace  s 
one-third  higher  than  last  year's. 

According   to  Runzheimer, 
costs  for  GM's  big  diesel-powere- 
cars  are  significantly  less  than  vtl 
similar  gas-powered  models,  ass 
you  keep  your  car  three  years  and  < 
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idillac  Seville  diesel 

I,  $7,576  per  year— and  a  relative  bargain  at  that. 


miles  annually  ('see  table). 
ta  i  diesels  have  had  some  widely 
zed  problems,  and  some  owners 
omplained  that  diesels  lack  the 
le  i  ;asoline-powered  cars. 

(lteresting  to  see  how  GM's  big 
stack  up  against  popular  foreign 
such  as  the  Mercedes  240D  and 
vo  240DL,  The  total  annual  costs 
idaii  rating  these  cars,  with  the  same 
tions  as  above,  are  $4,414  and 
respectively,  quite  a  bit  less  than 
,  say,  GM's  Cadillac  diesel 
.  The  cheapest  diesel  of  all,  of 
is  the  four-cylinder  VW  Rabbit 
anual  transmission  and  steering, 
;osts  $3,062  to  own  and  operate 
00  miles  per  year,  according  to 


CVG 


ipad 


Runzheimer's  estimates. 

The  whole  diesel  picture  could  change 
next  year,  however,  when  Chevrolet 
brings  out  a  small,  Isuzu-built  diesel  in 
the  1981  Chevette.  Ford  has  a  tentative 
agreement  with  BMW-STEYR  of  Ger- 
many on  six-cylinder  diesel  engines  for 
luxury-size  models,  but  they  won't  be 
here  until  the  mid-Eighties. 

Note:  While  diesels  are  more  economi- 
cal than  similar-size,  gasoline-burning 
cars,  the  four-cylinder  1981  models  that 
burn  gasoline  are  still  cheapest  of  all  U.S. 
cars,  though  they  are  much  smaller.  The 
least  expensive  American-built  compact 
car  in  this  category  is  the  1981  Chevette, 
which  will  cost  the  buyer  $3,362  to  own 
and  operate  annually. 


n 


How  diesels  save 


pite  their  higher  initial  costs,  big  eight-cylinder  American  cars  with 
el  engines  wind  up  cheaper  to  own  and  operate  on  an  annual  basis. 


nd  model 
-  !  c  Seville 

Obile  98  Luxury 

i  let  Impala  Wagon 

Bonneville 


Engine/  Average  annual  ownership 

size  in   '  and  operating  costs  

liters  fixed  variable  total 


Utl 

rati 


diesel/5.7 

gas/6.0 
diesel/5.7 

gas/5.0 
diesel/5.7 

gas/5.0 
diesel/5.7 

gas/4.9 


$5,695 
5,543 
3,470 
3,151 
3,285 
2,910 
3,185 
2,839 


61,881 
2,563 
1,881 
2,442 
1,837 
2,442 
1,815 
2,288 


$7,576 
8,106 
5,351 
5,593 
5,122 
5,352 
5,000 
5,127 


Source:  Runzheimer  &  Co. 


The  fine  art 
of  shelter 


prudent  investor  knows  at  least 
iimething  about  art;  he  likewise 
pat  lows  a  thing  or  two  about  tax 
But  it  takes  a  cocky  investor 
o  combine  the  two  and  invest  in 
ax  shelter. 

're  a  winner,  you  wind  up  with 
writeoffs  not  seen  since  the  days 
5-to-l  movie  deals.  And,  if  you 
:pectedly  lucky,  you  might  wind 
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up  with  a  sound,  long-term  investment. 

If  you  are  shot  down,  though,  you 
could  be  buying  yourself  more  trouble 
with  the  IRS  than  any  writeoffs  are 
worth.  Herewith  the  anatomy  of  one 
such  shelter. 

Jackie  Fine  Arts  Inc.  is  probably  the 
biggest  art-as-investment  company  in 
the  U.S.  Its  principal  business  is  selling 
master  plates  that  provide  art  prints  to 
shelter  seekers.  Its  programs  are  typical 
of  the  new  art-shelter  programs  in  specif- 
ic, and  exotic  tax  shelters  in  general. 


Indeed,  the  entire  tax-shelter  communi- 
ty is  watching  the  progress  of  Jackie  and 
its  dealings  with  the  IRS  as  keenly  as 
football  fans  watch  the  Super  Bowl. 

With  Jackie  programs,  investors  got  up 
to  5-to-l  tax  writeoffs  on  their  invest- 
ments, and  also  a  chance — albeit  a  slim 
one — that  what  they  bought  might  actual- 
ly pay  off  one  day.  They  also  ge  t  a  chance — 
agood  one — of  an  IRS  audit.  Still,  the  num- 
bers of  takers  are  swelling — especially  as 
the  tax  year  draws  to  a  close  and  the  scram- 
ble for  tax  shelters  is  on. 

Jackie's  scheme  is  explained  in  a  big, 
lavishly  illustrated  booklet  containing  re- 
productions of  prints  as  well  as  52  pages 
of  reassuring  tax  opinions  written  by  a 
pair  of  impressive  New  York  and  Los 
Angeles  law  firms.  Most  of  the  artists 
featured  are  unknowns  to  the  investors, 
although  Jackie's  inventory  does  contain 
works  by  Picasso  and  Peter  Max. 

On  the  very  first  page  of  the  booklet 
are  the  magic  words  you  or  your  invest- 
ment adviser  will  quickly  recognize, 
whatever  your  knowledge  of  art:  4.3-toT 
tax  leverage  in  1980;  3.4-to-l  in  1981. 

"Most  of  the  time  it's  lawyers  and 
advisers  who  talk  to  me,"  says  Jimmy 
Haber,  one  of  the  principals  with  Jackie. 
"It's  much  easier  to  explain  the  benefits 
of  our  programs  to  professionals." 

No  wonder.  The  "professional"  who 
steers  you  into  a  Jackie  program  can 
wind  up  pocketing  as  much  as  20%  of 
your  investment,  via  commissions. 

The  price  tags  on  Jackie's  programs 
seem  steep— $130,000  to  $325,000  for 
most,  up  to  $550,000  for  Picassos.  But 
those  prices  are  well  above  what  your 
actual  cash  outlays  are. 

Let's  say  you  purchase  a  $187,000  pro- 
gram, for  example.  You  get  the  litho- 
graphic plate  master,  100  to  300  limited 
edition  prints  pulled  from  the  plate  and 
"related  copyrights"  of  a  work  you've 
probably  never  seen,  by  an  artist  you've 
probably  never  heard  of.  But  Jackie  sup- 
plies you  with  two  bona  fide  appraisals 
valuing  your  purchase  at  $187,000.  Yet 
you  put  up  only  $25,000— $12,500  each 
year  for  two  years.  You  must  also  sign  a 
note  for  the  remaining  $162,000,  which 
are  not  due  until  14  years  hence.  Why  14 
years?  Haber  explains  that  the  life  of  the 
master  is  considered  spent  after  13  years. 

Prior  to  1979  you  could  have  signed  a 
"nonrecourse"  note  for  the  full  $162,000 
due.  Meaning  that  if  you  didn't  pay  it  off 
by  that  time,  you  would  only  have  to 
surrender  all  the  artwork  back  to  the 
noteholder,  and  the  debt  would  be  satis- 
fied. But  the  IRS  foiled  that  maneuver. 
Now  you  have  to  take  at  least  part  of  that 
note  on  a  recourse  basis.  In  this  particu- 
lar scheme,  it's  $45,000. 

If  the  split  of  the  $162,000  loan  be- 
tween recourse  and  nonrecourse — 
$45,000  and  $117,000,  respectively— 
seems  arbitrary,  well,  it  is.  "It  must  be 
partially  a  recourse  loan  to  satisfy  the 
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R05E'5  LIME  JUICE 
WAS  HEI\E. 


GODIVA  CHOCOLATI EK 
WAS  HERE. 


BIRDJ  EYE 
VAi  HERE. 


KRAFT 
WAS  HERE. 


5VAWON 
VAJ  HERE. 


WHERE  VERE  YOU  LA5T  VEEK? 


Some  people  air  open-mouthed 
to  find  food  advertising  in  The  Sea:  Yorker. 
But our  readers  can't  live  on  fashions,  crystal,  and 
grand  pianos  a  lone.  What's  more,  they  entertain  frequently. 
Being  people  of  good  taste,  they're  always 
looking  for  things  that  taste  good. 

YES,  THE  NEV  YORKER. 
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H'  lithograph 

>  tut  how  many  did  you  sell? 

jiys  Haber. 

Iiim,  then,  is  to  generate  enough 
mm  sale  of  the  prints  to  offset  the 
■>  recourse  portion  of  the  loan  be- 
»4.  For  the  remaining  $117,000, 
■can  have  the  plate,  remaining 
Ind  copyrights  all  returned. 

I  though  your  total  cash  outlay  for 
ft:  two  years  is  only  $25,000  on  the 
1)0  deal,  Jackie  insists  you  can  still 

II  10%  investment  tax  credit  the 
I  ix,  and  take  accelerated  depreci- 
j(i  the  entire  amount.  But  the  IRS 
flsure  about  that. 

one  IRS  spokesman  flatly,  "Take 
lluction  and  you're  playing  audit 


ers  Haber  of  Jackie  Fine  Arts: 
ve  to  ask  yourself,  'Am  I  afraid  of 
ng  the  likelihood  of  an  audit?' 
our  clients  answer,  'How  can  I  be 
any  more  than  I  am?  So  let  them 
e.'  In  the  past  people  used  to  hide 
lldits,  now  they  assume  them." 
Mr  goes  on:  "We  have  a  program 
jit  stand  up  to  the  hardest  scrutiny, 
lit  Finesod,  our  president,  used  to 
j  >rd  shelters  and  didn't  like  them. 
I]ced  for  something  that  had  real 
King  value  and  found  it  in  art 
Knd  prior  to  December  1979  ev- 
Ijwho  knew  an  artist  was  in  the 
ijt  shelter  business.  We're  still  here 
Hi  shakeout." 

November  24, 1980 


Don t  let 

retirement 
plan  make 
someone  else 


With  Fidelity,  you  can  manage  your  own  IRA  or 
KEOGH  plan  and  save  a  bundle. 

A  Fidelity  retirement  plan  gives  you  the 
advantages  of  investment  flexibility,  low  costs 
and  substantial  tax  savings. 
Investment  Flexibility. 

You  can  select  from  12  funds  that 
offer  growth,  income,  or  both.  You 
can  even  use  a  combination  of 
funds  to  achieve  your  own  unique 
goals.  And,  should  those  objec- 
tives change,  a  toll-free  phone  call 
is  all  it  takes  to  change  your 
investments. 
No  Sales  Charge. 

Since  you  don't  have  to  pay  a 
sales  charge  or  account  set-up 
fee,  the  full  amount  of  your  contri- 
bution will  be  put  to  work  in  a  pro- 
fessionally managed  portfolio  to 
build  a  healthy  retirement  income. 
Tax-Free  Transfers 
Made  Easy. 

Transferring  to  a  Fidelity  Keogh 
or  IRA  plan  is  as  easy  as  writing  a 
letter.  We'll  do  the  other  paper 
work.  And  possibly  improve 
significantly  your  plan's  results. 
Learn  More  Now. 

Don't  wait  until  it's  too  late  to 
reap  the  advantages  of  a  Fidelity 
IRA  or  KEOGH  plan  this  year.  Call 
for  more  information  today. 


IRA  or  KEOGH  PLANS 


• KEOGH 

(For  the  self- 
employed) 


55 


•IRA 

(For  those  not 
covered  by  a 
pension  or 
profit  sharing 
program) 

P.O.  Box  832,  Dept.  JB  112480R 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  information,  including 
management  fees  and  expenses, 
please  write  or  call  for  a  prospectus 
and  our  Keogh  or  IRA  literature. 
Read  these  documents  carefully 
before  you  invest  or  send  money. 


Fidelity  Over  $9  billion  of  assets  under 
Group  management. 
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In  a  landmark  ruling  in  December 
1979  the  IRS  limited  the  tax  writeoff  of 
an  art-print  shelter  to  what  the  investor 
actually  put  up  in  cash.  The  claims  for 
depreciation  and  the  full  investment  tax 
credit  based  on  total  purchase  price  were 
denied.  According  to  the  IRS,  the  master 
plate  did  not  have  a  useful  life  that  quali- 
fied under  investment  tax  credit  rules, 
and  the  real  worth  could  be  assigned 
mostly  to  the  limited  edition  prints,  not 
the  master. 

"All  the  IRS  did  was  help  us  clarify 
what  was  wrong  or  right  about  art- 
print  tax  shelters,"  says  Haber.  "Less 
than  100  of  our  purchasers  have  come 
to  us  for  help  [with  audits]  even 
though  we  offer  it  as  part  of  the  pro- 
gram." Jackie  has  a  quiverful  of  argu- 
ments to  battle  the  IRS.  For  one  thing, 
Haber  claims,  it  fails  to  correctly  value 
the  copyrights — for  printing  sheets, 
towels,  posters,  calendars,  etc.,  from 
the  master  plate. 

"The  IRS  is  entitled  to  its  opinion,  but 
that's  all  it  is — an  opinion,"  says  Haber. 
"We  have  one  of  the  top  50  law  firms  in 
the  country  saying  that  the  Jackie  pro- 
gram is  different.  If  you  act  in  a  business- 
like fashion  to  promote  your  print,  you 
can  take  all  your  depreciation  and  cred- 
its." But  IRS  is  gearing  up  for  battle  on 
several  fronts.  First,  it  is  now  setting  up  a 
special  Art  Print  Advisory  Panel  to  as- 
sess appraisals  by  "captive"  appraisers  of 
the  print  promoters.  It  wants  to  nip  the 
appraisal  in  the  bud.  But  the  members  of 
that  panel  have  yet  to  be  chosen. 

On  a  much  broader  front,  the  agency  is 
changing  its  process  for  pulling  returns 
for  audits,  and  letting  the  world  know 
about  it.  No  longer  are  returns  pulled  on 
the  basis  of  Adjusted  Gross  Income 
(AGI).  Instead,  the  Total  Positive  Income 
(TPI)  will  be  used.  "Largely  as  a  result  of 
tax  shelters  this  classification  was  inap- 
propriate," said  former  IRS  Commis- 
sioner Jerome  Kurtz  in  a  recent  speech. 
"For  example,  in  the  under-$  10,000  AGI 
class,  we  found  not  only  the  low  paid  or 
partially  employed,  but  the  corporate  ex- 
ecutive or  professional  with  $200,000  in- 
come and  $190,000  in  tax-shelter  deduc- 
tions. The  use  of  abusive  tax  shelters  is  a 
problem  of  major  proportions.  About 
200,000  individual  tax  returns  represent- 
ing about  18,000  shelter  schemes  are 
now  at  various  stages  of  the  examination 
and  appeal  process.  These  returns  in- 
volve almost  $5  billion  in  questionable 
deductions." 

Formidable  as  those  measures  sound, 
the  IRS  may  still  not  deter  many  tax- 


Jackie  Fine  Arts'  sales  booth  at  a  recent  Boston  exhibition 
"We  have  a  program  that  can  stand  up  to  the  hardest  scrutiny." 


weary  investors  from  diving  into  even 
the  flimsiest  of  tax  shelters.  One  gutsy 
New  York  tax  lawyer  says,  "I'm  handling 
cases  now  from  1974  audits;  it's  now 
1980  and  the  cases  won't  reach  the  court 
until  two  or  three  years  hence.  Even  if 
the  IRS  recaptures  that  sheltered  in- 
come, you  will  pay  it  back  in  cheaper 
dollars.  The  taxpayer  has  had  that  in- 
come to  use  for  at  least  six  or  seven  years 
and  the  dollar  is  now  worth  half  what  it 
was  in  1974." 

That  kind  of  thinking  makes  the  IRS 
see  red.  So,  recently,  it  took  a  highly 
unusual  step  to  discourage  exotic  shel- 
ters— it  is  trying  to  muzzle  the  lawyers 
through  intimidation.  On  Sept.  3  the 
Treasury  Department  circulated  a  pro- 
posed rule  aimed  at  cutting  down  the  use 
of  legal  opinions  to  promote  shelters. 

In  effect,  the  proposal  threatens  law- 
yers for  writing  such  opinions.  "No  intel- 
ligent investor  would  touch  a  program 
without  such  an  opinion,"  says  Scott 
Hodes,  a  senior  partner  in  a  large  Chica- 
go firm  that  deals  with  art.  "But  the 
lawyers  do  not  quite  opine  on  values  in 
the  first  place.  Now  the  Treasury  is  say- 
ing: 'Hey,  lawyers,  you  can't  sit  back  in 
your  rocking  chair  and  let  the  investor 
rely  on  some  appraisals.  You  have  to  do 
your  own  "due  diligence"  work  now  to 
determine  whether  the  appraisals  are 
based  on  economic  reality.  If  you  do  and 
it's  wrong,  then  you  may  not  be  able  to 
practice  before  the  tax  court.'  " 

The  Jackie  promoters  are  sticking  to 
their  law  opinions,  Treasury  proposal  or 
no.  Thus,  investors  in  Jackie  programs 
seem  to  be  at  least  buying  time. 

"The  regular  advisory  panel  on  art — 
lust  for  the  regular  charitable  deductions 
and  estate  audits — is  running  two  to 


three  years  behind  now,"  says 
"They're  inundated.  Yes,  it's  a  rj 
you  may  have  a  chance  to  settle  \ 
government  later,  and  you  may  rj 
to  pay  it  all  back,  anyway." 

If  you're  ready  to  leap,  and  are 
sure  you  will  be  audited,  then  yo 
take  just  one  additional  precauti 
an  independent  appraiser  to  look! 
program.  For  that  is  where  the 
weakness  may  lie.  As  an  IRS  spo 
says,  "Most  of  the  appraisals  I'm 
at  show  a  bottom-line  figure 
pages  of  how  good  the  appraiser  ii 

To  stand  up,  the  appraisal  mu; 
more  than  a  raw  figure.  It  must  alj 
current  market  values  of  the 
based  on  current  sales  or  auction 
evant.  Yet  pricing  can  be  trie 
dealer  sells  your  print  for,  sa) 
about  half  that  is  his  commissi 
although  individual  prints  ma| 
lofty  prices,  it  is  doubtful  whet] 
would  be  able  to  sell  all  300  or  so 


same  price. 

The  IRS  has  also  been  looking 
quickly  prints  sell.  "We're  loot 
stuff    in    1977    returns  and 
'Where's  your  income  from 
1978  and  1979?'  Maybe  we  see; 
two  prints  sold  out  of  300,"  si 
IRS  appraiser.  "There's  nothing 
with  being  in  the  art  publishir  tatel 
ness,  but  everything  I  pick  c 
falls  apart."— Flora  S.H.  Ling 


Free  dial  a  quote 

Stock  traders  who  do  th<| 
handicapping  have  long 
turned  to  discount  brokerajj 
which  charge  much  less  in  comn 
than  the  major  brokerage  housj 
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What  do  you  say 
b  someone  who  thinks  selling 
[control  or  restricted  securities 
is  more  or  less  a  question 
of  following  the  rules  ? 

Merrill  Lynch  says, 
its  more. 


Most  holders  of  control  and 
stricted  securities  are  aware  that 
ley  must  follow  a  number  of  specific 
quirements  to  sell  their  shares 
the  open  market.  Usually,  they  are 
le  requirements  set  forth  in  Rule 
S  sp  1-4,  Rule  145  or  for  registration 
^atements. 

So  there's  a  tendency  to  think 
lat  merely  following  the  rules— 
tricate  as  they  are— is  enough  to 
jarantee  you  the  best  results. 
At  Merrill  Lynch,  we  know 
t  it  isn't. 

Making  sure  that  all  the 
;quirements  of  the  rules  are  met  to 
!  'oid  an  inadvertent  violation  of  fed- 
wh(  tal  securities  laws  is  vital.  (The  legal 
id  financial  consequences  of  not 
)ing  so  can  be  serious.)  But  it's  only 
e  beginning. 

We  believe  creativity  in  helping 
pu  with  your  sale  is  almost  equally 
iportant. 

According  to  SEC  statistics, 
Jerrill  Lynch  has  handled  approxi- 
ately  twice  as  many  Rule  144  filings 
any  other  investment  firm  since 
e  rule  went  into  effect.  And  to  facil- 
te  these  trades,  we  have  special 
lits  in  our  Legal  and  Listed  Block 
d  OTC  Trading  departments.  We 


Oil 


A  breed  apart 

can  tailor  our  approach  to  your 
needs,  rather  than  merely  executing 
the  sale  in  a  routine  manner  and 
helping  you  fill  out  the  right  form. 

For  example,  here's  how  our 
creativity  made  possible  a  successful 
resale  for  two  clients  who  came  to  us 
with  350,000  shares  of  Rule  145 
stock  acquired  in  a  merger. 

The  shares  were  then  selling 
at  $60  a  share. Their  company  had 
been  acquired  by  a  larger  firm  earlier 
in  the  year,  and  it  was  a  potential 
straightforward  Rule  145  sale. 

But  here's  what  we  did  in  order 
to  lock  in  a  profit  on  the  stock,  while 
deferring  most  of  their  capital  gains 
to  the  following  year.  A  special  unit 


980  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member  SIPC. 


of  our  Listed  Block  Trading  Depart- 
ment sold  50,000  shares  on  a  regular 
settlement  basis  and  240,000  shares 
short  against  the  box  as  the  price  of 
the  stock  was  rising.  Then  when  the 
price  turned  down,  as  an  accommo- 
dation, Merrill  Lynch  purchased 
60,000  shares  as  principal  on  an 
installment  sale  basis.  All  trades  were 
executed  between  6OV2  and  62lA 
and  the  order  was  completed  within 
three  days. 

It  was  a  good  example  of  how 
Merrill  Lynch  s  technical  and  trading 
knowledge  of  various  investment 
strategies  now  available  to  holders  of 
control  and  restricted  securities  can 
be  combined  with  two  other  Merrill 
Lynch  advantages:  Our  willingness 
to  commit  our  capital  to  facilitate  the 
sale  of  a  large  block,  and  our  unsur- 
passed access  to  securities  inventory 
which  enables  us  to  loan  stock  to 
cover  short  sales  against  the  box. 

For  information,  contact 
Charles  J.  Plohn,Jr.,  Vice  President, 
Special  Transactions  Department, 
Merrill  Lynch,  One  Liberty  Plaza, 
New  York,  N.Y.  10080. 

If  you  have  control  or  restricted 
securities,  come  to  Merrill  Lynch. 

We'll  do  a  lot  more  than  just 
follow  the  rules. 


Merrill  Lynch 


annoying  thing  has  always  been,  though, 
how  do  you  get  current  stock  quotes?  If  you 
use  a  conventional  large  firm,  you  can 
always  buzz  your  broker  directly.  With  the 
discount  firm,  you  can  place  buy  and  sell 
orders,  but  little  else. 

Enter  Source  Securities  Corp.,  one  of 
the  oldest  of  the  discounters,  with  a  new 
twist:  It  will  pick  up  part  or  all  of  the  tab 


for  your  own  personal  stock  quotation 
service,  if  you  use  Source  for  your  trades. 

Here's  how  it  works:  You  get  to  pick 
from  any  of  three  existing  quote  termi- 
nals (Marketline,  $30  to  $90  per  month!; 
Quotron  ($300  to  $800  per  month);  or 
Translux  |S15  to  $250  per  month).  All 
three  systems  permit  you  to  get  current 
stock  quotes  via  telephone. 

Once  the  system  is  installed,  you  send 
Source  the  first  month's  bill,  and  every 
one  thereafter.  Source  will  then  send  you 
monthly  checks  equal  to  10%  of  your  net 
commissions,  up  to  the  total  monthly 
rental  cost  of  the  machine.  For  more 
information,  call  800-221-5338  or,  in 
New  York  State,  212-422-6000. 


The  IRS  stopped  S&Ls  from  selling  a  sexy,  new  type  of  annuity,  but 
mutual  funds  continue  offering  their  versions — cautiously 


The  shoe  hasn't  dropped 


No  news  is  good  news  if  you  have 
already  "invested  or  are  thinking 
about  squirreling  money  away  in 
one  of  those  new  tax-deferred  annuity 
plans  being  sold  by  several  of  the  large 
mutual  fund  companies.  There  has  been 
a  welcome  lack  of  news  from  the  IRS 
about  the  tax  status  of  such  plans,  after  it 
appeared  the  agency  was  gunning  for 
them.  Further,  another  big  mutual  fund 
has  now  decided  to  go  ahead  with  its 
own  version  in  a  big  way,  IRS  or  no. 

The  new  annuities  are  long-term  sav- 
ings plans  which  permit  interest  and 
dividends  to  accrue  tax  free,  until  you 
actually  withdraw  them.  You  could,  for 
example,  park  money  in  a  money  market 
fund  and  pay  no  taxes  on  any  of  the 
dividends  until  you  start  taking  them 
out,  presumably  when  you  are  in  a  lower 
tax  bracket.  And  even  then,  you  only  pay 
taxes  as  you  withdraw  the  earnings. 
Meanwhile,  those  untaxed  dividends 
continue  to  earn  even  more  tax-deferred 
dividends. 

The  new  type  of  annuity  is  actually  an 
insurance  product,  and  has  its  origins  in 
the  old  annuities  begun  years  ago  by  in- 
surance companies.  They  were  only 
mildly  popular,  however,  for  two  rea- 


sons. First,  the  interest  they  accrued 
each  year  was  fairly  low — 5%  or  so.  Sec- 
ond, the  conditions  were  inflexible  and 
the  terms  fairly  long.  You  usually  had  to 
tie  up  your  money  for  a  minimum  of  five 
years.  Still,  the  tax-deferred  accumula- 
tion of  capital  was  tempting  to  some 
investors. 

Recently,  however,  some  mutual  funds 
got  together  with  insurance  companies 
and  found  ways  of  pepping  up  the  prod- 
uct. They  made  the  conditions  more 
flexible,  and  the  terms  easier.  You  can 
now  set  up  an  annuity  with  as  little  as 
$1,000,  for  example,  and  withdraw  any- 
time you  want  (usually  with  a  penalty, 
however).  More  important,  you  can  pick 
specific  funds  into  which  to  put  your 
money.  So  the  yields  will  normally  be  a 
lot  higher  than  with  the  old-type  annu- 
ity. And,  since  they  are  still  technically 
insurance  products — you  can  assign  the 
annuity  to  someone  in  the  event  of  your 
death — the  IRS  has  allowed  that  those 
yields  can  accumulate  tax-free. 

Before  this  year,  Spectrum  became  the 
first  major  plan  on  the  scene.  It  is  offered 
through  brokerage  houses  by  Massachu- 
setts Financial  Services  Co.,  and  its  con- 
tracts are  underwritten  by  Nationwide 


The  cost  of  saving  tax-free 


All  annuity  plans  have  up-front  percentage  charges  and  flat  annual  charges, 
and  most  have  fees  for  withdrawing  funds  prior  to  the  term  of  the  annuity. 
Below,  what  four  of  the  major  funds  charge  for  their  annuity  plans. 


Annual 

Annual 

Yearly  cost 

Penalty 

Number 

asset 

administrative 

of  a  $10,000 

for  early 

of 

Annuity  plan 

charge 

fee 

account 

withdrawal 

investments 

MFS  Spectrum 

1.3  % 

S30 

$160 

5% 

8 

Dreyfus  Rainbow 

1.0 

35 

135 

none 

2 

Putnam  Galaxy 

0.95 

25 

130 

6% 

5 

Fidelity  Income  Plus 

0.8 

18 

98 

$10 

6 

Lite  Insurance  Co.  Other  mail 
were  quick  to  follow:  Dreyfus  CJ 
its  Rainbow  plan,  in  coniunctj 
Beneficial  Life  Insurance  Co.;[ 
with  Galaxy,  issued  by  Invest 
Insurance  Co  ot  North  America 
heimer  Variable  Annuity;  and 
Flexible  Plan.  Other  fund  tamij 
working  on  their  own  plans, 
IRS  made  rumblings  that  gave 
son  to  pause. 

The  IRS  at  first  seemed  to 
not  at  the  mutual  funds  but  a{ 
and  loans,  which  had  also  beer 
such  plans,  usually  called  "sa\ 
ities."  Quietly  and  separatelj 
around  the  country,  mainly  in 
west  and  Southeast,  had  beer 
very  similar  plans  to  their  savl 
tomcrs.  From  the  investor's  st| 
the  key  difference  was  the  im 
vehicle — instead  of  a  money 
other  fund,  it  was  savings  certify 

The  IRS,  watching  millions 
these  tax-deferred  plans,  came  oi 
ruling  dated  Sept.  24  which  tj 
the  saver  annuities  plans  off 
S&Ls.  It  said  that  savers  owned  I 
annuity  and  the  underlying  cer 
and  "the  interest  on  these  accJ 
therefore,  includible  in  the  grosj 
of  the  depositors." 

That  meant,  in  effect,  you 
better  off  just  putting  your  mone 
ly  into  savings  certificates,  si 
was  no  longer  any  tax  advanta^ 
saver  annuities.  Barely  hours 
ruling,  concerned  savings  and  1^ 
ciations  and  mutual  funds  fl<f 
Washington  to  voice  their  prote^ 
the  dust  had  settled,  some  ti 
concluded  that  the  IRS  ruling 
annuities  could  not  withstand 
court;  others  weren't  so  sure.  Ui 
ty  still  clouds  the  plans  offered  b 
funds,  although  the  IRS  ruling  ^ 
mention  them  specifically.  Tec 
the  plans  are  different. 

Now,  however,  at  least  some  c  Ml 
are  breathing  a  lot  easier  about  tl  ^ 
al  funds'  annuity  plans,  simply 
the  IRS  hasn't  done  anything, 
funds  have  'stickered'  [a  notice  '-. 
IRS  is  questioning  the  tax  stad 
contracts,"  notes  Matthew  R  F: 
eral  counsel  for  the  Insurance  C 
Institute,  a  trade  association  ol 
funds.  "But  the  fact  that  the  IR! 
taken  any  action  could  be  good 

Even  more  encouraging,  pe 
the  action  taken  by  Fidelity  G 
other  of  the  big  fund  families, 
duce  its  Fidelity  Income  Plus 
plan,  which  was  in  the  works  pr 
IRS  bombshell  on  saver  annuiti 
ity,  like  Dreyfus,  will  market  it 
through  direct-mail  advertising. 

If  you  are  looking  at  such  a 
bear  in  mind  that  they  all  car 
and  annual  charges  (see  table). 
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Can  a  Canadian  bank 

make  the 
world's  top  three? 


Our 

Credentials: 


titutional  Investor  put  it  this 
Kay:  Bank  of  Montreal  has 
I  merged  as  an  international 
]  >werhouse,  as  evidenced  by  its 
tinding  as  one  of  the  top 
imagers  of  syndicated  loans." 

That  was  last  December. 
I  here  do  we  stand  now  as  a 
1  in  manager? 

Well,  so  far  this  year  we've 


Syndicated  Loan  Rankings. 
First  half  1980. 
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Chase         Bank  of  America  Bank  of  Montreal 
Source:  Euromoney  Magazine.  Figures  in  millions. 

managed  to  finish  third, 
up  from  fifth,  right  behind 
Chase  Manhattan  and  Bank  of 
America  as  a  syndicated  credit 
lead  manager  in  the  latest 
Euromoney  rankings. 

Now  when  we  tell  you 
we're  serious  about  the  inter- 
national capital  market,  you 
have  our  credentials. 


The  First  Canadian  Bank 

Bank  of  Montreal  was,  indeed, 
the  first  bank  fou  nded  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S. 
and  England,  in  1818.  But  the 
"first"in  The  First  Canadian  Bank 
is  more  than  a  date  to  us. 
It's  an  attitude. 

In  Toronto  we've 
been  banking  on  this 
spot  since  1845. 
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A  big  part  off  the  picture  at  GK 

At  GK,  we're  involved  in  many  facets  of  telecom-  related  areas  ranging  from  radar  equipment 
munications.  from  the  development  of  advanced  tracking  and  weather  reporting  to  intrusion  d^ 
cable  designs  for  the  CATV  industry  to  the  installs-  tion  equipment. 


tion  of  sophisticated  surveillance  systems  for  the  -  Electronic  components  are  an  integral  pan 

.  £uch  systems.  Our  Sprague  Electric  Compar 

The  accelerating  demand  for  voice,  data  and  the  leading  U.S.  manufacturer  of  electronic  cap 

facsimile  transmission  has  enhanced  our  General  tors.  You'll  find  capacitors  in  telephones,  in  I 

Cable  Company  position  as  both  a  leader  in  cable .  munication  satellites,  and  in  television  sets,  ra< 

technology  and  a  rrtajor  supplier  to  the  indepen-  and  other  communications  equipment, 

dent  telephone  industry.  Our  innovations  in  optical  At  GK,  we've  got  the  burgeoning  telecomrl 

fiber  qable  systems  have  kept  us  in  the  forefront  of  cations  market  in  focus.  If  you'd  like  to  know  rr 

developments  and  field  installations  in  this  new  about  our  Company,  our  technology,  and  marl 

please  write:  GK  Technologies.  Incorporated. 

That's  where  our  Automation  Industries  plays  a  porate  Communications,  500  West  Putnam 

role.  Automation  is  actively  developing  its  capabil-  nue,  Greenwich,  CT  06830. 

ities  in  fiber  optic  connectors.  It  also  excels  in  We'll  give  you  the  full  picture.  I 


Technologies! 
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Edited  by  Jefferson  Grigsby 

Passing  the  star 

fice  hours  on  the  day  his  appoint- 
tas  announced  as  chairman  and 
Texaco  Inc.,  John  K.  McKinley 
I  up  the  phone  and  returned  a  call 
Forbes  reporter.  "The  fact  that 
dng  to  you  at  five  o'clock  on  a 
J  afternoon  is  an  illustration  of 
fm  going  to  be  working  on,"  he 
d. 

[any  companies,  that  might  not 
mch  of  anything,  but  with  Texa- 
;  among  the  least  communicative 
tg  oil  companies,  it  means  quite  a 
|t  of  his  job,  says  McKinley,  a  60- 
chemical  engineer  who  came 
lugh  the  ranks,  is  to  be  accessible, 
latter  how  successful  we  are," 
ley  says,  "we  lose  the  whole  bat- 
|e  don't  recognize  the  importance 
|elationships  with  our  constituen- 
jvernments,  the  public  and  the 


^hile  that  may  be  part  of  McKin- 
it  is  far  from  all  of  it.  For  most 
1 960s,  Texaco  was  the  most  prof- 
if  the  U.S.  international  oil  com- 
md  the  largest  U.S.  producer  of  oil 
It  ended  the  1970s  as  the  least 
[>le  big  international  oil  company, 
I  back  drastically  on  its  huge  net- 
US.  service  stations,  and  revis- 
feserve  estimates  downward  three 


Luther  Hodges  Jr.  of  National  Bank  of  Washington 

The  shenanigans  are  "exaggerated";  the  silver  lining  is  on  the  way. 


IMcKinley 
igj  on  those  constituencies. 


This  year  under  McKinley  (who  had 
been  president  for  nearly  a  decade  before 
getting  the  top  spot),  Texaco  has  been 
geographically  reorganized  into  four  oil 
companies — in  the  U.S.,  Canada,  Europe 
and  Latin  America/West  Africa — each 
fully  integrated  from  exploration  to  mar- 
keting. Chemical  operations  were  orga- 
nized into  a  fifth  company.  A  sixth — 
international  exploration — will  search 
for  oil  and  gas  in  parts  of  the  world  not 
covered  by  the  integrated  companies. 
"Exploration  worldwide  used  to  be  fun- 
neled  through  one  individual,"  says  Mc- 
Kinley. "Now  there  are  five  major  explo- 
ration arms  with  authority,  money  and 
areas  of  control." 

Heavily  dependent  on  Saudi  Arabian 
oil,  Texaco  is  pushing  hard  to  reclaim 
its  once  preeminent  position  in  domes- 
tic reserves.  This  year  it  bought  a  25% 
interest  in  exploration  rights  for  1.9  mil- 
lion acres  from  Mesa  Petroleum,  stepped 
up  drilling  and  has  been  bidding  aggres- 
sively for  offshore  rights.  So  far  in  1980 
it  has  had  three  strong  quarters— earn- 
ings up  42%  from  last  year's  correspond- 
ing 9  months.  For  the  latest  12  months, 
return  on  equity  was  21.5%  [vs.  15.6% 
last  year).  For  the  full  year,  sales  should 
go  to  $51  billion,  and  total  net  to  over 
$2  billion.  But  is  it  headed  for  the 
top  again?  "There's  no  way  to  answer 
that  except  for  you  to  observe  the  earn- 
ings of  the  company  in  the  quarters 
ahead,"  says  McKinley.  "All  the  rest  is 
just  discussion."— Subrata  N.  Chakravarty 

Hodges  on  the  mound 

"I  am  confident,"  says  the  new  chairman 
and  CEO  of  the  troubled  National  Bank 
of  Washington,  "that  the  cloud  of  the 
past  weeks  has  a  silver  lining  that  soon 
will  be  clear  to  all  involved." 


If  you  think  that  sounds  like  a  politi- 
cian's rhetoric  you're  right.  It's  Luther 
Hodges  Jr.,  son  of  John  F.  Kennedy's  Sec- 
retary of  Commerce  and  a  deputy  Com- 
merce Secretary  himself,  as  well  as  a 
sometime  candidate  for  the  U.S.  Senate. 
But  this  Hodges  is  also  a  banker — he 
once  headed  the  big  North  Carolina  Na- 
tional Bank — and  a  banker  with  political 
skills  would  seem  to  be  just  about  right 
for  Hodges'  new  job. 

National  Bank  of  Washington,  third 
largest  in  the  nation's  capital,  has  been 
controlled  by  the  rambunctious  United 
Mine  Workers  union  (Forbes,  Oct.  13). 
Earlier  this  year,  the  Comptroller  of  the 
Currency,  prodded  by  press  revelations 
of  insider  deals  and  bad  loans,  pushed 
an  agreement  on  the  bank  and  the 
union  calling  for  "an  active  and  capa- 
ble" new  chief  executive,  a  new  chief 
lending  officer  acceptable  to  the  govern- 
ment, prior  federal  approval  on  divi- 
dends, and  at  least  a  two-thirds  major- 
ity on  the  board  of  directors  that  is 
independent  of  the  union. 

Hodges  says  the  reports  of  insider  she- 
nanigans are  "somewhat  exaggerated" 
and  "isolated,"  but  he  also  admits  his 
first  job  will  be  to  restore  confidence  in 
the  management.— Jerry  Flint 

Up,  up  and  away 

When  M.  Lamar  Muse  was  fired  as  presi- 
dent of  Southwest  Airlines  2Vi  years  ago 
after  a  bitter  feud  with  his  board,  it  took 
him  "five  minutes"  to  get  the  idea  of 
starting  a  new  airline.  Next  June  the  new 
one  gets  off  the  ground.  Muse  Air  Corp., 
run  by  60-year-old  Lamar  and  his  son 
Michael,  31,  a  former  Price  Waterhouse 
CPA.,  is  scheduled  to  begin  DC-9 
flights  out  of  Houston's  Intercontinental 
Airport  to  Dallas/Ft.  Worth,  Tulsa,  St. 
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MUSE  AIR  CORPORATION 


M.  hunar  and  Michael  Muse 
A  five- minute  decision. 


Louis,  Memphis,  San  Antonio  and  Cor- 
pus Christi,  Tex.  The  Muses  have  big 
plans:  expansion  to  24  cities  eventually, 
with  route  hubs  in  Chicago  and  Atlanta. 

The  elder  Muse,  a  32-year  veteran  air- 
line executive  who  worked  for  the  now- 
defunct  Universal  Airlines  and  Central 
Airlines  (now  part  of  Frontier),  was  hired 
to  run  Southwest  in  1971.  A  fire-breath- 
ing manager,  he  turned  it  into  a  strong 
regional  carrier  in  Texas  with  short-haul 
flights  and  low  fares,  but  then  fell  out 
with  his  directors  over  his  plans  to  start 
an  interstate  commuter  airline  out  of 
Chicago's  Midway  Airport. 

Does  he  want  revenge?  After  all,  Muse 
Air  will  be  going  up  against  Southwest  in 
several  cities.  No,  says  Muse;  his  real 
competition  is  the  automobile.  "You 
have  to  price  your  product  low  enough 
and  fly  it  frequently  enough  so  the  auto 
driver  will  have  no  choice  but  to  fly  us," 
he  says.  With  a  minimum  four  flights 
daily  geared  to  the  business  traveler,  ex- 
pected to  increase  to  every  other  hour, 
Muse  intends  to  be  "the  price  leader" 
with  some  off-peak  coach  fares  56%  be- 
low standard  industry  levels,  or  as  low, 
he  says,  as  $44  to  fly  470  miles  from 
Houston  to  Memphis. 

Muse  fits,  president  while  his  father  is 
chairman,  has  a  few  marketing  tricks  to 
aid  the  effort — but  probably  won't  copy 
Southwest's  stewardesses  in  hot  pants 
and  boots.  The  Muses  have  their  work 
cut  out  for  them.  Southwest  is  prosper- 
ing: This  year,  it  will  probably  earn 
about  $25  million  on  revenues  of  about 
$220  million  and  can  hardly  be  expected 
to  make  things  easy.— Tedd  a  Co/wn 


Knocking  on  the  door 

When  Dow  Chemical  Co.  CEO  Paul 
Oreffice  talks  about  "critical  mass" 
these  days,  he's  not  discussing  nuclear 
energy,  but  Dow's  $260  million  acquisi- 
tion of  Richardson-Merrell's  pharmaceu- 
tical business.  By  marrying  his  existing 
ethical  drug  business  with  R-M's,  Oref- 
fice has  made  Dow  an  instant  major  in 
international  pharmaceuticals. 

Oreffice  estimates  hisnew  business  will 
have  about  $800  million  in  annual  sales. 
That's  not  in  $2  billion  Merck's  class,.true, 
but  it's  knocking  on  the  door — particular- 
ly if  Oreff icegoes  through  with  his  plans  to 
pour  $80  million  a  year  into  R&D  (com- 
pared to  $26  million  at  Richardson-Mer- 
rell).Sayshe:  "Wewerelackingthecritical 
mass  of  the  world  market  that  I  think  is 
required  nowadays  to  spend  the  kind  of 
money  that  you  have  to  in  R&D  to  contin- 
ue to  bring  out  new  product."  The  fit, 
moreover,  was  "almost  perfect.  They're 
strong  where  we  were  weak  and  duplica- 
tion is  almost  nonexistent." 

Dow's  original  stake  in  drugs  was  ac- 
quired in  the  early  1960s,  but  it  was 
strong  only  in  parts  of  southern  Europe 
and  Latin  America,  not  exactly  prime 
turf  like  the  U.S.  and  northern  Europe. 
Last  year  Dow's  health  care  products  and 
services  division,  which  includes  ethical 
drugs,  accounted  for  4.6%  of  total  sales  of 
about  $9  billion  and  2%  of  total  operat- 
ing income  of  $1.3  billion.  Now,  says 
Oreffice,  with  Dow's  money,  Richard- 
son-Merrell's markets  and  the  brains  of 
both,  "This  is  a  case  where  two  plus  two 
can  easily  add  up  to  ten." 

Maybe.  But  Oreffice  may  face  a  long 
period  of  priming  the  pump  at  $80  mil- 
lion a  year.  It  takes  about  ten  years  and 


$70  million  to  bring  a  new  dr 
ket   in  the  U.S.  these  da\ 
seems  willing  to  wait  though 
investing   in   genetic  engin 
search,  an  even  longer-term  unrrtafa 
which  has  potential  applicatio  notoi 
in  the  drug  industry  but  in  , 
That's  another  field  where  OreiceJ 
he'd  like  to  expand.— .\nn  Huf>hi 


A  neat  trick  if  yen 
can  do  it,  10m 

In  the  well-bred  world  of  lnt'natia 
banking,  one  doesn't  often  htr  ani 
kind  word  about  Robert  S.  N  sJamj 
outgoing  president  of  the  lnt'natia 
Bank  for  Reconstruction  is  )evel( 
ment — the  World  Bank.  But  rr.aybai 
ers  came  to  believe,  neverthmssJ 
McNamara  put  the  Bank's  soul  obi 
tives  ahead  of  sound  loans  ana  he  pi 
pect  of  repayment. 

The  bankers  think  a  lot  morof  I 
mara's  successor,  BankAmer. .  s  Al 
(Tom)  Clausen — just  the  sort  t  w<J 
seem,  to  warm  the  cockles  of  nankt 
heart.  But  McNamara 's  critics  laybc 
for  a  shock.  The  fact  is,  Clau.'n  shi 
McNamara's  ideals  to  a  gre;. 
than  most  of  them  realize. 

"The  world  requires  the  p:  idem 
the  World  Bank  be  an  advoue  of  I 
poorer  countries,"  Clausen  tel  Fob 
recently.  "The  problems  of  iss-dl 
oped  countries  are  so  immen:  that 
kinds  of  resources  must  be  bun 
bear  to  provide  the  necessary  ilutia 
The  World  Bank  must  increa;  its  o 
ital,  perhaps  even  increase  its 

Hardly  the  sort  of  talk  you  cxp 
from  your  typical  flinty-heart;  bani 
and  in  fact,  BankAmerica  pioeeid 


Dow  Clwmical  CEO  Paul  Oreffice 

"Two  plus  two  can  easily  add  up  to  ten. 
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That's  why  we're  big  in  cement.  There  are  380,ooo 

cubic  yards  of  concrete  in  the  Wallace  Dam,  holding  back  19,000 
acres  of  water  at  Lake  Oconee,  Georgia.  And  all  of  it  from  Medusa,  a 
Crane  subsidiary 

You  will  find  Medusa  cement  in  dams,  highways,  buildings  and 
airports  all  over  the  eastern  part  of  the  United  States.  It  is  the  nation's 
tenth  largest  cement  company 

Cement,  one  of  Americas  basic  products.  And  because  Crane 
believes  that  making  basic  products  for  basic  industries  is  the  way 
to  continued  growth  and  strength,  we're  big  in  cement.  And  in 
steel.  In  building  products.  Aerospace  and  aircraft  systems.  Fluid 
and  pollution  equipment. 

Basic  products  for  basic  industries — that's  what  Crane  is  all  about. 

Crane  Co.,  300  Park  Avenue,  New  York,  New  York  10022 


CRANE 

® 


social-value  ventures  around  the  world 
during  Clausen's  decade-long  tenure  as 
its  CEO.  Still,  he  is  a  banker.  Says  he:  "I 
recognize  that  it  is  necessary  for  the 
World  Bank  to  be  accountable  to  the 
financial  sector  because  it  relies  on  the 
marketplace  to  fund  its  assets,  its  loans." 

Whatever  the  solutions,  Clausen  says, 
there  is  no  time  to  waste;  the  financial 
needs  of  the  poor  countries  will  reach 
crisis  proportions  in  this  decade.  Says 
he:  "Meeting  their  needs  will  be  more 
difficult  in  1981  than  in  1980  and  more 
difficult  in  1982  than  in  1981." 

For  Clausen,  the  World  Bank  job 
means  considerable  financial  sacrifice. 
At  the  helm  of  the  BofA,  he  was  earning 
S600,000,  including  bonus.  The  World 
Bank  pays  $78,000 — net.— Ben  Weberman 


World  Bank  s  Clausen 
A  few  people  may  be  in  for 


a  shock. 


Pecunia  gratia  artis 

No  one  was  happier  than  John  W.  Maz- 
zola  when  a  musicians'  strike  which  de- 
layed the  Metropolitan  Opera's  1980-81 
season  was  settled  last  month.  On  the 
other  hand,  if  it  had  forced  cancellation 
of  the  Met's  season,  it  would  have  saved 
Mazzola  S42  million. 

"One  of  the  strangest  things  about 
nonprofit  organizations  is  that  you  lose 
money  when  you're  doing  something," 
says  Mazzola,  52,  a  former  Wall  Street 
lawyer  who  heads  New  York's  Lincoln 
Center  for  the  Performing  Arts,  home  of 


Mazzola  of  Lincoln  Center 

When  you're  doing  something  is  when  you  lose  money. 


the  Met.  With  the  Met  dark,  Lincoln 
Center  would  have  lost  about  S200.000 
in  garage,  gift  shop,  program  and  other 
revenues.  But  consolidated  expenses  at 
the  Center's  SI 85  million  mortgage-free 
plant  (housing  nine  artistic  companies! 
would  have  been  only  $60  million  for  the 
1980-81  season,  is  SI 02  million  last 
year.  Donations,  which  totaled  S30  mil- 
lion in  1979,  would  probably  have 
equaled  half  its  costs  instead  of  one- 
third.— -Al\ssa  A  Lappen 

Full  circle 

In  16  years  of  furious  acquisitions  back 
in  the  1950s  and  1960s,  Walton  Maxey 
Jarman  built  the  old  General  Shoe  Corp. 
founded  by  his  father  into  Genesco,  the 
first  $1  billion  apparel  company.  Since 
then,  it  has  been  almost  all  downhill. 
When  profits  started  to  slide  in  the  early 
1970s,  Jarman  was  ousted  by  his  own 
son — who  in  turn  was  sacked  by  the 
company's  directors  in  1977.  Ever  since, 
under  CEO  and  Chairman  John  L.  Hani- 
gan,  69,  an  ex-Brunswick  executive  who 
came  out  of  retirement  to  take  the  job, 
Genesco  has  been  dismantling  Maxey 
Jarman 's  empire. 

Now,  says  Harhgan,  with  the  company 
down  to  about  S834  million  in  sales 
(compared  with  SI. 4  billion  at  its  ze- 
nith), "the  company  is  pretty  much 
where  it  should  be."  Where  that  is  turns 
out  to  be  pretty  much  where  it  started. 
Gone  are  Henri  Bendel,  Plymouth  Stores, 
Post  Drug,  Bonwit  Teller.  On  the  block 
are  Roos  Atkins  and  S.H.  Kress  &.  Co. 
Genesco  still  has  a  position  in  men's 
tailored  clothing  (Greif,  Phoenix),  but 
other  than  that,  it  has  come  full  circle — 
back  to  the  shoe  business. 

Why  stay  in  two  mature,  slow-growth 


markets?  After  all,  unit  sales  ij 
shoes  and  clothing  nose-dived  so 
ly  last  year  that  not  even  massiw 
hikes  could  bring  earnings  above  j 
a  share  for  1980. 

"Our  focus  has  changed,"  repliel 
gan,  a  lacomc,  conservative  man 
as  an  engineer  before  that  was  fJ 
able.  "We  want  to  be  a  marketer 
maker,  of  shoes  now."  Last  year  ai 
with  S40  million  of  the  money  ra 
the  divestitures,  he's  been  reo 
Genesco's  Bell  Family  Shoe  Stored 
more  modishly  named  modem 
called  Foot  Scene.  He's  also  beenbj 
a  new  plant  for  the  company's  P 
line  of  men's  suits,  hoping  to  pj 
it  for  the  upcoming  bulge  of  25 
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Genesco's  John  L  Hanigan 
Back  to  where  Maxey  Jarman  st< 
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John  George  Brown 

(American  18311913) 

A  YOUNG  SAILOR 

From  the  FORBES 

Magazine  Collection. 

Photograph 

by  Otto  E.  Nelson 


A  Gift  Suggestion 


Let  Forbes  make  their  ship  come  in. 


What  better  gift  for  the  executive  or  investor  than  a  subscription  to  Forbes!  When  you  give 
Forbes,  you  open  up  a  new  world  of  business  contacts  in  every  issue.  You  bring  word  of  all  that's 
important  in  management  everywhere.  For  your  investor,  you  tap  the  latest  in  Wall  Street's 
thinking  and  unlock  a  mint  of  ideas  in  stocks  and  other  investment  fields.  You  also  give  the  gift 
of  good  company.  Forbes,  besides  being  a  valued  friend,  is  a  lively  and  entertaining  one.  To 
order,  use  the  gift  order  card  attached  or  send  your  gift  list  to  Mr.  T.  York,  Forbes,  60  Fifth 
Avenue,  New  York,  NY  10011. 

An  announcement  showing  the  above  painting  from  the  Forbes  Magazine  Collection  will  be  sent  to  all  gift  recipients. 


Forbes  Gift  Rates 


One  1-year  gift  (26  issues)  . . .  $27 
Two  or  more  gifts  . . .  $24  each 


In  Canada,  please  add  $4  per  gift,  elsewhere  abroad  add  $15  to  cover  additional  postage  and  handling. 


Rices 

Behind  The  Figures 


year-old  dress-for-success  males. 

What  hope  for  the  future?  A  lot  rests 
on  Genesco's  new  president,  Richard  W. 
Hanselman,  53,  whom  Hanigan  recruit- 
ed from  Beatrice  Foods.  "I  have  a  con- 
tract until  1984,"  says  Hanigan  wistful- 
ly. "But  I  guess  my  main  job  is  to  pass 
on  what  I  know  about  the  company  to 
Richard."— Christine  Miles 

Harder  than  it  looks 

Canadian  Prime  Minister  Trudeau's  bud- 
get message  may  have  other  oilmen 
around  the  world  in  a  daze,  but  not  Wil- 
bert  H.  Hopper.  He  is  chairman  of  Cal- 
gary-based Petro-Canada,  and  that  five- 
year-old  government-owned  entity  will 
likely  be  the  major  corporate  beneficiary 
of  any  get-tough  energy  policies  that 
come  from  Ottawa.  One  part  of  the  con- 
troversial package  involves  taxing  oil  and 
gas  production  to  help  create  a  "Cana- 
dianization"  fund  for  oil-industry  take- 
overs, and  much  of  that  money  might  go 
to  Hopper's  $640  million-a-year  crown 
corporation. 

Still,  Bill  Hopper,  a  47-year-old  geolo- 
gist, says  he  isn't  hell-bent  on  buying 
Imperial  Oil,  Gulf  Canada  and  other  for- 
eign-owned giants.  "If  I  could  do  one  or 
two  acquisitions — probably  in  refining  or 
marketing — that  would  be  enough,"  he 
explains. 

Petrofina  Canada  or  Texaco  Canada, 
which  have  strong  marketing  operations 
in  the  eastern  part  of  the  country,  would 


be  shrewd  additions  for  Hopper,  since 
Petro-Canada's  370  gas  stations  in  the 
western  provinces  are  unusually  popular. 
Petrofina's  stock,  in  fact,  rose  just  after 
the  budget  announcement  in  anticipa- 
tion of  a  tender  offer. 

Beyond  that,  Hopper  is  -surprisingly 
cautious.  "If  Canadianization  is  really  to 
continue,  the  government  plans  to  start 
more  crown  corporations.  I  don't  favor 
that  and  I'm  not  sure  they  do.  They're 
just  keeping  their  options  open.  What  we 
need  are  privately  owned,  profit-oriented 
businesses — not  just  more  crown  corpo- 
rations. That  way  we'll  end  up  with  one 
or  two  big,  strong  Canadian  companies. 
And  we  will  have  a  lot  more  private 
competition — that's  good.  But  whatever 
happens  there  will  be  no  free  lunch. 
There's  not  enough  capital  here.  If  we're 
going  to  buy  back  the  oil  industry,  we'll 
have  to  give  up  something." 

An  important  point — and  one  Trudeau 
and  the  men  around  him  somehow  sel- 
dom seem  to  mention— Flora  SH  Ling 

The  American  way 

One  of  the  most  articulate  opponents  of 
import  restrictions  on  foreign  cars  lately 
has  been  not  some  Japanese  or  German 
auto  executive,  but  a  slender,  100% 
American  from  New  York  City.  As  the 
full-time  president  of  the  American  Inter- 
national Automobile  Dealers  Associ- 
ation, Robert  M.  McElwaine,  56,  who 
formerly  worked  for  Mercedes'  and 
Volkswagen's  U.S.  arms,  has  been  bat- 
tling the  United  Auto  Workers  and  its 
194,000  unemployed  members  before  the 
U.S.  International  Trade  Commission. 

The  UAW,  later  joined  by  the  Ford 
Motor  Co.,  filed  a  petition  with  the  ITC 
this  summer  asking  for  tariff  and  quota 
protection.  The  ITC's  decision,  expected 


Petro-Canada's  Hopper 
Surprisingly  cautious. 


McElwaine  of  AIADA 
An  unenviable,  100%  America* 


this  month,  will  hinge  on  three  ] 
whether  imports  have  increased, 
er  the  domestic  industry  has  be 
ously   injured   and  whether 
caused  the  injury. 

With  imported  cars  accounts 
record  23.2%  of  the  U.S.  market  I 
and  holding  a  27.5%  share  thro 
first  nine  months  of  1980 — an 
U.S.  auto  companies  swimminj 
ink — it  would  be  hard  to  argue 
two  points.  McElwaine  does  bl 
though,  to  knock  down  the  thi; 
there  is  a  "causal  link."  Most  imj 
says,  compete  with  U.S.  small  c 
there,  the  Americans  are  doiu 
What  got  them  into  trouble,  he  ai 
their  failure  to  get  out  of  big  cars 
Says  McElwaine:  "I  don't  think 
who  wants  to  buy  a  Honda  and  i 
it  because  of  import  quotas  is  j 
buy  a  Lincoln."— Van  Wallacb 


I 
I 


Slim  Whitman,  super: 

"The  last  time  I  played  Tampa 
1955,"  recalls  Ottis  Dewey  (Slin 
man.  "One  of  the  guys  with  us 
show  was  Elvis  Presley.  He  got 
the  gig.  I  got  $500."  There  hav« 
few  ups  and  downs  since  then,  h 
days  Slim  Whitman  is  a  supersts 
year  overnight  success. 

A  friendly,  unassuming  man 
weatherbeaten  face,  Whitman  \ 
singing  country  music  since  he 
covered  in  1948  by  Colonel  Ton: 
later  Presley's  manager.  Since 
has  recorded  65  albums  that  h 
over  55  million  records.  For  25 
has  been  one  of  the  most  popula 
in  England,  where  one  of  his  bes 
songs,  "Rose  Marie,"  topped  the 
charts  for  1 1  consecutive  weeks 
a  record  never  surpassed,  not  eve 
Beatles. 

But  Whitman  was  virtually  f 
in  the  U.S.  until  this  year,  wb 
marketing  company,  hoping  to 
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Upland  industrial  sites  in  Colorado. 

Denver  area. 


Upland  Park  II  sites  available  now. 

for  sale  or  lease.  236  acres  just  east  of  Stapleton  International 
Airport  from  Buckley  Road  to  Tower  Road.  Bordered  by  1-70. 
Served  by  dependable  Union  Pacific  Railroad.  Easy  access 
to  Downtown  Denver  via  Interstate  Highway  70. 


s  is 


re  in  good  company  in  Upland  Park  II. 

vicinity  neighbors  include  Portadrill,  Inc.;  New  Holland 
on  of  Sperry  Rand  Corp.;  Frito-Lay;  Sealy  Mattress 
3eorgia-Pacific;  Walgreen  Drug  Stores;  Craig  Distribu- 
Denter;  Farmland  Industries;  The  Denver  News  Co.; 
i  Paper  Co.;  Carpenter  Paper  Co.  and  many  other 
•  corporations. 


M                                  STAPLETON  ^(^^ 
M     COLORADO               INTERNATIONAL  ( 
A  |]^E0L                   AIRPORT  ^ 
H&-                  14  MILES 

N 

S  1 

UPLAND 
PARK  II 

These  are  the  Upland  States  off  America! 

We  also  have  industrial  and  commercial  sites  in  or  near  other 
busy  growth  centers  in  California,  Idaho,  Kansas,  Nebraska, 
Iowa,  Missouri,  Montana,  Nevada,  Oregon,  Utah,  Washington 
and  Wyoming. 


*  UPLAND 

A  subsidiary  of  Union  Pacific  Corporation 


For  specific  Upland-Park  II  site  information,  write  Howard  F  Hansen,  Executive  Vice  President,  Upland  Industries  Corporation, 

110  North  14th  Street,  Dept.  F-ll-80,  Omaha,  Nebraska  68102 
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on  the  country  music  boom,  put  together 
a  package  of  his  songs  and  marketed  it 
entirely  through  television  advertising. 
Without  radio  airplay  or  record-store 
sales,  the  album  so  far  has  sold  2  million 
copies — "double  platinum."  For  a  coun- 
try singer,  that's  rare,-  for  a  record  with- 
out disc-jockey  airplay,  it's  unique.  Now 
Whitman  is  playing  to  large  crowds  all 
over  the  U.S. 

What's  it  all  mean?  "It's  always  darkest 
before  the  dawn,"  says  Slim  Whitman, 
superstar.  "That's  been  my  theme  song, 
over  and  over. "Subrata  N.  Chakravarty 


Country  singer  Whitman 
That  old  sweet  song  again. 

What  next,  T.K.? 

The  big  question  in  Hong  Kong  these 
days  is  this:  What  is  Sir  Yue-Kong  Pao 
really  up  to?  Pao's  World-Wide  Shipping 
Group,  of  course,  owns  the  world's  larg- 
est fleet  of  ships.  But  it  isn't  his  196 
tankers  and  other  vessels  that  have  been 
attracting  attention,  it's  his  stock  ma- 
neuvering. Last  winter  Pao  engaged  in — 
and  won — a  takeover  battle,  not  for  a 
shipping  company  but  a  real  estate  com- 
pany, the  Hongkong  &  Kowloon  Wharf 
&  Godown  Co.,  which  owns  2.12  million 
square  feet  of  real  estate  in  the  Colonies 
(about  half  of  it  prime  commercial  land). 
His  opponent:  Jardine,  Matheson,  the 
powerful  Hong  Kong-based,  British-con- 
trolled trading  company. 
A  few  months  later,  Pao  sold  not  only 


Sir  Y.K  Pao  of  World-Wide  Shipping  Group 
Evening  things  out. 

six  ships  but  also  30%  of  his  holdings  in 
Wharf  to  World  International,  one  of  two 
publicly  traded  companies  he  controls 
(under  the  World-Wide  Shipping  umbrel- 
la). In  July  he  transferred  into  World  In- 
ternational a  45%  stake  in  Eastern  Asia 
Navigation  Co.,  his  other  public  com- 
pany. Last  month  he  followed  that  by 
selling  to  World  another  15%  of  his  share 
of  Wharf  and  then  by  having  World  make 
an  offer  for  the  55%  of  Eastern  Asia 
Navigation  still  in  public  hands.  Finally 
he  swapped  some  Wharf  shares  with 
Cheung  Kong,  a  company  owned  by  real 
estate  developer  Li  Ka  Shing. 

What  does  it  all  mean?  There's  plenty 
of  speculation  that  Pao  wants  to  chal- 
lenge Jardine's  preeminent  position  in 
the  Hong  Kong  business  world,  for  exam- 
ple, or  that  he  wants  to  reduce  the  cash 
strain  of  the  loan  he  took  out  to  pay  for 
the  real  estate  outfit.  Pao  himself,  how- 
ever, says  it's  all  very  simple — merely  a 
matter  of  matching  assets  and  earnings. 
"Real  estate's  value  is  high,"  he  told 
Forbes,  "but  its  earnings  are  low.  On  the 
other  hand,  Eastern  Asia  Navigation,  a 
shipping  company,  has  high  earnings  but 
relatively  low  assets.  We  wanted  to  even 
things  out."  As  for  the  deal  with  Li  Ka 
Shing,  Pao  says  simply  that  he  wanted  a 
closer  relationship:  "Li  understands  real 
estate  development." 

In  any  case,  the  result  of  all  this  is  that 
Pao  now  controls  not  only  the  biggest 
shipping  company  in  the  world  but  also 
the  fifth-  or  sixth-largest  company  in 
Hong  Kong,  with  a  market  value  of  about 
$1.5  billion. 

Next  move?— Jean  A  Briggs 

The  wild,  wild  West 

"I'd  like  to  hold  a  basic  position  in 
gold,"  says  Peter  Bushre.  "Maybe  a  cou- 
ple of  tons."  Bold  words  for  any  inves- 
tor but  particularly  for  Bushre,  who  as 
the  state  treasurer  of  oil-rich  Alaska  is 
the  man  responsible  for  investing  $2 


billion  in  state  funds. 

As  good  as  his  word,  the  36- 
Bushre  has  bought  more  than  ; 
gold  in  3,300-ounce  to  6,600-oui 
over  the  last  three  months  at  an 
$660  an  ounce.  Gold  bullion  no^ 
sents  about  2%  of  state  investmJ 
says,  and  "we  hope  to  move  ourn 
to  5%  eventually."  Moreover,  un 
state  legislation  approved  in  JuneJ 
has  plenty  of  leeway  to  redefine  fi 
responsibility  in  other  radical  w 
is  free  not  only  to  invest  in  golc 
buy  foreign  currency  instrumei 
real  estate.  "In  the  future,  we 
hedge  our  cash  position  with  fi 
futures,"  says  Bushre. 

Bushre  believes  this  sort  of  i 
appropriate  even  for  Alaska's  $7! 
lion  Public  Employees  &  Teach 
tirement  Fund,  in  which  he  has 
posited  a  ton  of  gold  worth  $21 
"A  pension  fund  has  got  to  do  m 
pay  back  your  money  and  give  ycj 
benefits,"  he  says.  "I  believe 
give  a  retiree  the  same  purchasii 
er,  the  same  standard  of  living 
money,  as  when  he  paid  into 
ka's  first  state  pension  investme 
were  set  up  in  1959,  he  point 
when  inflation  was  2%  and  oil 
barrel.   "Traditional  investmenj 
stocks,  bonds,  CDs,  governmen 
were  ideal  protectors  of  value 
come  generators  in  that  kind  i 
environment,"  says  Bushre.  "\ 
nately,  times  have  changed.  W 
hundreds  of  millions  producing 
but  none  preserving  value.  \M 
counterbalance  the  effect  of  infla 

What  if  he's  wrong  in  the  long 
his  ton  of  gold  turns  out  to  hi 
elephant?  Well,  Alaska  has  the  rj 
reconsider  at  leisure;  about  $300 
to  $350  million  per  month  poi 
state  coffers  in  oil  taxes  and 
alone.— Flora  S.H.  Ling 


Alaska 's  Bushre 
Let  'em  have  gold. 
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How  do  you  make  cash 
nore  profitable  when  youVe  already 

done  all  you  can? 


! 


- 


The  Chemical  Solution: 
ChemSphere. 


ChemSphere  works  with  successful  cash 
managers  to  make  them  even  more  successful. 

When  your  cash  is  already  making  a  good  profit,  it 
|ces  a  close,  hard  look  at  your  global  treasury  operations 
||  show  you  an  even  bigger  profit. 

So  Chemical  Bank  developed  ChemSphere,  a 
tique  combination  of  services,  systems,  and  people  that 
|lps  you  explore  all  of  cash  management's  possibilities. 
:luding  the  possibility  of  something  new.  It  has  made 
lemical  Bank  the  leader  in  cash  management. 

ChemSphere  solutions  are  already  working 
for  thousands  of  organizations  worldwide. 

Companies,  financial  institutions,  and  governments 
over  30  countries  are  already  profiting  from  ChemSphere 

ices  like  ChemLink,®  Portfolio  Management  System, 
reign  Exchange  Advisory  and  Foreign  Regulations 
Tvices,  Consulting,  and  a  complete  range  of  collection 
d  disbursement  services. 

You  can  profit  from  them,  too,  no  matter  how 


VEMM 


unique  or  complex  your  cash  management  needs  are. 
A  team  of  bankers  providing  solutions 
to  all  your  cash  management  problems. 

ChemSphere  encompasses  the  globe.  In  the  U.S., 
Europe,  Latin  America,  the  Far  East,  and  elsewhere, 
hundreds  of  experts  offer  you  their  experience,  energy, 
and  insight. 

If  they  can't  completely  answer  your  needs  with 
existing  methods,  they'll  find  a  new  way  to  do  it. 

Tell  us  about  your  cash  management  needs. 
We'll  tell  you  about  the  Chemical  solutions. 

Chemical  Bank  has  become  the  worldwide  leader 
in  cash  management  by  planning  for  tomorcow  in  the 
solutions  we  provide  today.  Mention  ChemSphere  to 
your  Chemical  account  officer.  Or  write  W.  D.  Baird,  Jr. 
Senior  Vice  President,  Chemical  Bank,  20  Pine  Street, 
New  York,  N.Y  10087.  Or  call  (212)  770-3600.  We'll 
tell  you  more  about  how  cash  management  problems 
disappear  when  you  apply  the  Chemical  solution. 


Chemical 


Leader  in  worldwide  cash  management. 


HE  WHO  IS  AFRAID 
TO  MAKE  MISTAKES  IS 
AFRAID  TO  SUCCEED. 


Edison,  the  Wright  Brothers,  Alexander 
Graham  Bell.  They  all  made  mistakes  before 
they  reached  their  goals. 

Its  the  same  for  successful  Commodity 
and  Financial  Futures  traders.  For  them, 
being  very  right  once  can  more  than  com- 
pensate for  several  mistakes. 

Successful  traders  follow  the  maxim  of 
"cutting  losses  and  letting  profits  run."  They 
strive  to  identify  a  price  movement  and,  if 
right,  stay  with  it.  If  wrong,  to  trade  rapidly. 
Always  according  to  plan,  of  course. 


Central  to  this  strategy  is  a  highly  liquid 
market.  One  with  a  large  volume  of  trad- 
ing. To  allow  easy  entry  to  and  exit  from 
the  market. 

And  at  the  Chicago  Board  of  Trade, 
the  world's  leading  and  largest  Futures  ex- 
change, that's  precisely  what  we  offer  you. 

If  you  have  the  financial  ability  to  par- 
ticipate in  this  market,  further  exploration 
could  prove  quite  rewarding. 

For  our  information  package  Call  800/621-4641. 

In  Illinois  800/572-4217.  Or  ask  your  broker. 


§i  Chicago  Board  of  Trade 


The  Economy 


MONEY  &  INVESTMENTS 


REAGAN  INHERITS  A  SLUGGISH  ECONOMY 

Don't  be  fooled  by  reports  that  the  economy  is  turning  up.  Nearly 
everyone  is  concentrating  on  positive  signs  and  neglecting  the  equally 
strong  negative  signs.  This  is  not  going  to  be  a  V-shaped  recession.  We 
are  going  to  continue  scraping  along  at  the  current  depressed  level  until 
1981.  Reagan's  election  victory,  short  run,  won't  make  a  big  difference. 


Implications 


The  U.S.  economy  does  not  exist  in  a  vacuum,  and  the  international 
picture  is  not  good.  Take  Germany.  Almost  daily  the  deutsche  mark  has 
been  making  lows.  A  scant  four  months  ago,  the  mark  was  worth  57.6 
cents;  it  is  now  worth  only  52.4  cents.  A  good  deal  of  money  is  being 
sucked  out  of  the  mark  and  into  the  U.S.  dollar  by  the  higher  interest 
rates  here. 

This  puts  the  German  policymakers  in  a  bind.  If  they  raise  interest 
rates  to  strengthen  the  mark  they  risk  further  weakening  of  an  already 
sluggish  economy.  If  they  keep  interest  rates  down  to  stimulate  the 
economy,  they  risk  further  damaging  of  the  mark  and  thus  accelerating 
inflation.  Neither  course  is  very  palatable.  Inflation  is  a  dirty  word  in 
Germany,  but  so  is  unemployment.  The  Bundesbank  will  probably  fol- 
low a  middle  course. 


Germany's  trade  is  ailing.  In  the  first  half  of  1980,  OPEC's  buying  of 
Japanese  goods  increased  56%;  its  purchases  of  German  goods  rose  only 
23%.  Last  year  German  wages,  fringes  included,  averaged  $11.50  an  hour, 
compared  with  about  $9.36  an  hour  in  the  U.S.  German  goods  are  being 
priced  out  of  the  market,  Exports,  which  were  nearly  2.2  times  imports  in 
1974,  were  only  1.6  times  imports  in  the  first  half  of  1980. 

A  major  reason  for  the  rise  in  German  imports,  of  course,  is  the  rising  cost 
of  energy.  Discouraged  by  these  trends  and  by  the  growing  power  of  German 
trade  unions  and  the  welfare  state,  German  capitalists  are  shipping  capital 
out  at  a  heavy  rate.  These  capital  flows  play  a  major  part  in  the  current 
weakness  of  the  mark  (also,  in  the  concurrent  strength  of  the  New  York 
stock  markets,  which  are  benefiting  from  German  capital  flows).  Surveying 
the  situation,  Morgan  Guaranty  Trust  Co.  says,  "The  relative  cost  penalty 
from  investing  in  Germany  has  caused  both  multinational  "and  German 
companies  to  switch  their  investments  elsewhere." 

Inevitably,  pressures  for  protectionism  are  rising  throughout  the  world.  Italy 
has  already  slapped  quotas  on  Japanese  automobile  imports.  The  French,  a  la 
Japan,  are  doing  the  same  thing  but  with  invisible  barriers.  The  Germans 
have  quietly  told  the  Japanese  to  take  it  easy  with  automobile  exports. 
Protectionism  is  contagious.  Blocked  from  expanding  in  Europe,  the  Japa- 
nese will  keep  the  pressure  up  on  the  U.S.  auto  market,  giving  the  U.S.  little 
choice  but  to  get  tough.  In  the  meantime,  however,  the  U.S.  auto  industry 
will  continue  to  suffer  and  to  weigh  down  the  economy. 

Look  for  the  Reagan  Administration,  which  includes  strongly  national- 
istic elements,  to  be  a  lot  tougher  about  foreign  competition  than  the  Carter 
Administration  has  been.  But  until  the  new  Administration  gets  its  eco- 
nomic act  together,  the  Federal  Reserve  will  continue  to  bear  the  brunt  of 
the  fight  against  inflation.  This  spells  a  continuation  of  high  interest  rates, 
depression  in  the  housing  industry  and  a  generally  spiritless  recovery  in  the 
economy  well  into  1981. 
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Capital  Markets 


MON  EY  &  INVESTMENT!) 


Investors  who  fancy  having  their  cake  and 
eating  it  too  are  causing  a  resurgence  in 
the  convertible  debentures  market. 


HEDGING  YOUR  BETS 


By  Ben  Weberman 


The  convertible 
bond  is  back  in 
vogue — the  financ- 
ing vehicle  of  the 
year.  In  the  first  ten 
months  of  1980, 
$3.7  billion  in  funds 
were  raised  through 
convertibles,  more 
than  6  times  the 
amount  ($580  mil- 
lion) in  the  same  period  last  year.  At 
that  rate,  the  amount  raised  through 
convertible  debentures  in  1980  will  be 
close  to  the  record  $4.4  billion  of  1 967. 

Why  the  convertible's  renewed  pop- 
ularity? Top-drawer  outfits  like  Mer- 
rill Lynch,  which  came  to  market  in 
October  with  a  $100  million  offering, 
liked  them  for  much  the  same  reason 
a  lot  of  lower-grade  companies  did — 
as  an  efficient  way  to  raise  money 
when  interest  rates  are  high  and  com- 
mon stock  isn't  all  that  hot. 

The  market,  obviously,  has  wel- 
comed them.  Individuals  who  fancy 
having  their  cake  and  eating  it  too 
like  convertibles.  The  convertible  in- 
vestor owns,  first  of  all,  a  debt  securi- 
ty. As  such,  it  has  a  senior  claim  on 
company  assets  and  earnings  (up  to 
the  interest  rate)  if  the  company  faces 
financial  adversity.  Pension  funds  and 
other  institutional  investors,  too, 
have  gobbled  up  a  large  part  of  this 
year's  calendar.  Many  have  a  mind  to 
increase  their  equity  participation 
from,  say,  20%  stock-80%  bonds  to 
40%  stock-60%  bonds  but  haven't 
had  the  heart.  Convertibles  provide  a 
compromise  that  permits  them  to 
continue  holding  a  fixed-income  secu- 
rity and  also  have  a  chance  to  swap 
from  debentures  to  stock  after  share 
prices  have  risen. 

I  have  reservations  about  today's 
terms.  The  interest  yield  is  much  low- 
er than  on  straight  debt,  and  the  com- 

Ben  Weberman  is  economics  editor  of  Forbes 

magazine. 


mon  stock  conversion  price  is  far 
above  share  prices.  In  recent  weeks, 
interest  rates  established  for  new  con- 
vertible issues  have  been  4%  to  5% 
less  than  on  straight  debt  issues  of  the 
same  company  and  maturity.  Conver- 
sion premiums  for  the  stock  have 
been  20%  to  25%  higher  than  out- 
standing shares. 

Investors  have  been  willing  to  take 
that  lower  yield  for  the  opportunity  to 
buy  stock  at  a  later  date  at  a  higher 
price.  But  in  my  judgment,  a  stock 
premium  of  25%  is  the  equivalent  of 
betting  that  the  Dow  Jones  industrial 
index  will  move  from  800  to  1000  or 
from  1000  to  1250.  A  move  of  that 
extent  is  not  impossible,  but  it  cer- 
tainly would  represent  a  major  ad- 
vance. Thus,  when  you  buy  a  deben- 
ture that  is  convertible  at  the  upper 
end  of  the  20%-to-25%  range,  you  had 
better  be  counting  on  a  substantial 
upward  move  for  the  stock  market,  or 
you  had  better  know  something  about 
the  prospects  of  a  specific  issuer. 

The  big  institutions  have  a  rule  of 
thumb  to  determine  the  value  of  the 
convertible  debenture  against  that  of 
direct  purchase  of  common.  They 
look  for  recovery  of  the  conversion 
premium — the  difference  between  the 
present  price  of  the  common  and  the 
price  at  which  the  convertible  can  be 
swapped — in  about  three  years. 

The  recent  Merrill  Lynch  offering  is 
an  example.  The  issue  came  to  mar- 
ket with  a  9.25%  coupon  on  the  de- 
benture. At  the  time,  the  common 
stock  was  yielding  3.3%.  The  market 
price  was  33,  the  conversion  price,  40. 
That  represents  a  difference  of  5.95% 
a  year  between  interest  and  dividend 
yields.  It  will  take  three  years  and 
three  months  for  the  interest  bonus  to 
make  up  the  7  points  of  price,  or  the 
20%  conversion  premium. 

An  even  longer  payout  was  reflected 
in  an  Anheuser-Busch  offering  of  $100 
million  9%  debentures,  convertible  at 
35.95.  In  October,  when  the  pricing 
was  set,  the  common  was  trading  at 
28.75,  with  a  dividend  yield  of  4%. 


The  conversion  premium  worked 
to  be  25%  and  will  require  seven 
for  the  interest-dividend  differen 
pay  for  the  conversion  premium 

Given  the  surging  interest  late 
stocks  that  sound  like  "high 
it's  no  surprise  that  demand  for 
vertible  debentures  has  been  si 
even  for  lower-quality  issues 
high  flyers.  Sage  Energy,  rated  B 
ried  a  coupon  of  8'/2%  and  a  co: 
sion  premium  of  25%.  Conve 
price  is  50,  with  the  stock  selling 
at  time  of  offering.  The  shares 
sold  as  low  as  20  this  year.  Purch 
are  betting  that  after  the  stock 
doubled  in  price  it  will  rise  at 
25%  more — and  continue  going  u 
fore  they  come  out  ahead  on  the 
version  prospect. 

Experienced  investors  know 
the  tax  consequences  for  an  indiv 
differ  from  those  of  a  tax-free  in$ 
tion  such  as  a  pension  fund.  In  si 
terms,  interest  and  dividends  are 
treated  as  ordinary  income  subje 
high  income-tax  rates.  The  int} 
premium  referred  to  above  woulo 
be  taxable  as  ordinary  income 
dividual  owner  of  the  common 
right,  however,  would  achieve  : 
ital  gain  as  share  prices  rise  to 
out  the  conversion  premium,  ai 
taxed  at  a  substantially  lower  rait 

I  have  one  other  word  of  cau 
While  the  number  and  size  of  con 
ible  offerings  have  been  greater 
ever  before,  the  number  of  red 
tion  calls  also  has  been  extre 
high.  Issuers  of  convertibles  are 
ing  holders  to  turn  in  the  deben 
foi  the  underlying  stock  or  lose 
stantial  value.  You  must  keep  tra 
these  calls  for  redemption  or  b 
pared  to  give  up  as  much  as  hal 
value  of  your  securities. 

Sunstrand  Corp.,  as  an  example 
called  its  5%  convertibles  as  of 
28.  The  redemption  price 
$1,028.28.  The  conversion  pri 
35.50,  and  the  stock  is  trading  < 
The  21.168  underlying  shares 
would  be  received  for  each  $  1 ,00C 
value  of  debenture  have  a  marke 
ue  of  $1,464.73.  It  is  imperati' 
convert  or  lose  more  than  $4C 
market  value. 

Unless  you  are  prepared  to  fc 
closely  a  company's  progress, 
the  convertible  issues  to  institut 
investors.  The  opportunity  to  e 
generous  total  return  from  noi 
vertible  debt  securities  is  jus 
great — 25%  per  annum  or  mo 
total  return — if  you  remember 
bonds  are  bought  to  be  sold. 

What's  Wrong  with  25%  ?  ■ 
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United s  opinion  and  advice  may  surprise  you! 


Get  Uniteds  54th  Annual  Forecast  Report   •  Get  Uniteds  specific  stock  and  bond 
recommendations  for  1981  in  Uniteds  Forecast  •  Get facts,  figures,  analysis, 
and  appraisal  of  risk  on  these  recommendations  to  buy: 


10  PROMISING  BUYS  FOR  1981  ACTION  •  5  DYNAMIC  COMPANIES  FOR  THE  1980'S 

5  ASSET  RICH  NATURAL  RESOURCE  COMPANIES  •  5  COMPANIES  WITH  ABOVE  AVERAGE  DIVIDEND 

5  LOW-PRICED  SPECULATIONS  WITH  STRONG  PROFIT  APPEAL    GROWTH  POTENTIAL 

•  BONDS  FOR  INCOME -BOTH  TAXABLE  AND  TAX-FREE 
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And. . .  Uniteds  analysis  of  what  to  expect  in  these  vital  areas: 

RETAIL  TRADE      PRODUCTION      COMMODITIES       INTEREST  RATES  FEDERAL  POLICIES 

ENERGY  BUILDING  EARNINGS  CAPITAL  SPENDING  RAW  MATERIALS 

SERVICES  AUTOS  DIVIDENDS         INTERNATIONAL  ECONOMICS      STOCK  MARKET 


You  also  get  these  4  United  Reports  giving  you  facts,  figures, 
analysis,  appraisal  of  risk,  and  specific  action  advice: 


J  PZ  High  activity 
jkJ  stocks: 


AM  CYANAMID  COLGATE  GULF  &  WESTERN 
\M  HOME  PRODS   DOW  CHEM     GULF  OIL 
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ATT 

BENGUET  CONS 
BOEING 
CITICORP 


EAST  KODAK 
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FED  NATL  MTG 
GEN  MOTORS 


IBM 
ITT 
MOBIL  OIL 
OCCIDENTAL 


PHILIP  MORRIS 
PHILLIPS  PETROL 
SEARS 
STD  OIL  CALIF 
STD  OIL  IND 
TEXACO 


CITY  INVEST 


Income  issues 
for  retirement  now 


you  are  thinking  of  easing  off,  or  you  have  already  started 
I,  you  might  be  particularly  interested  in  this  portfolio  which 
fers  you  liberal  income  with  potential  for  dividend  increases 
id  moderate  capital  gains. 
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Takeover  candidates 
to  buy  now: 


Takeover  stocks  have  shown  sizable  price  gains  over  the  past 
year  or  two.  However,  it  is  not  easy  to  tell  in  advance  who  is 
going  to  try  to  take  over  whom.  United  has  done  the  research 
for  you  and  presents  for  your  consideration  an  attractive 
group  of  companies  which  seem  to  fit  the  bill.  They  look  like  a 
good  place  to  start  prospecting  in  your  attempt  to  make 
money  in  takeovers. 
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Growth  stocks 
for  retirement  later 


The  prudent  young  people  of  today  do  not  wait  until  they  are 
middle-aged  to  plan  for  their  retirement.  This  portfolio 
should  especially  interest  those  individuals  starting  to  plan 
now. 


Plus  a  full  8-Week  Subscription  to  United  Reports 


tock  Market  Analysis  and  specific  recommendations  •  General  Business  Forecast  •  The 
lervised  List  •  Buying  advice  of  other  services  •  Bonds  and  Preferred  Stocks  •  Stocks 
11  or  avoid  •  New  product  studies  •  Views  of  leading  authorities,  and  much  more 
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issue  subscription  to  United  Reports  alone  is  a  $20  value.  $ 

This  entire  package  only . 


MAIL  THE 
POSTAGE  PAID  REPLY  CARD  TODAY! 
SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 

»  210  Newbury  Street,  Boston,  MA  02116 
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Stock  Comment 


Despite  the  election  results,  the  danger  is 
we  will  continue  to  use  tranquilizers  rath- 
er than  submit  to  the  painful  surgery  that  is 
needed  to  make  our  economy  healthy. 

THIRTY  YEARS 


MONEY  &  INVESTMENTS 


By  Heinz  H.  Biel 


With  this  issue  I 
am  completing  my 
third  decade  as  a 
regular  columnist  of 
Forbes.  When  Mal- 
colm Forbes  asked 
me  to  write  for  the 
magazine  in  1950, 
circulation  was  less 
than  100,000.  Its 
growth  since  then 
has  been  spectacular,  about  sevenfold, 
to  nearly  700,000.  It  has  been  marvel- 
ous to  be  part  of  this  success  and  I  still 
cherish  this  long  association  with 
Forbes.  It  is  a  rare  privilege  to  be  able 
to  speak  your  mind  without  having  to 
worry  about  a  muzzle. 

The  world  we  live  in  seems  to 
change  only  slowly  from  year  to  year. 
Almost  imperceptibly.  But  take  the 
quantum  jump  over  the  decades,  and 
you  realize  the  enormity  of  changes 
that  have  taken  place.  These  changes 
have  not  always  been  for  the  better. 
Looking  back  at  1950,  wouldn't  you 
rather  have  a  Harry  Truman  in  the 
White  House  than  a  Jimmy  Carter? 
Harry  Truman  knew  where  the  buck 
stopped.  He  acted  firmly,  courageous- 
ly, decisively.  Let's  hope  Ronald  Rea- 
gan will  do  likewise.  We  shall  see. 

The  steady  weakening  of  America's 
political,  military  and  economic  stat- 
ure in  the  past  three  decades  is  not 
only  sad  but  alarming.  We  have  squan- 
dered our  leadership  role.  We  no  long- 
er deserve  it,  hecause  we  do  not  make 
the  effort  to  earn  it. 

Living  way  beyond  one's  means  has 
become  the  accepted  way  of  Ameri- 
can life,  but  taking  a  larger  share  out 
of  the  economy  than  has  been  earned 
cannot  go  on  indefinitely  without 
wrecking  its  very  foundation.  In  that 
respect  this  country  has  made  fearful 
progress.  All  segments  of  our  society 
must  bear  the  responsibility — the  fed- 

Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


eral,  state  and  municipal  govern- 
ments, our  banking  institutions  and 
business  enterprises  and,  last  but  not 
least,  almost  all  individuals.  They 
have  incurred  an  indebtedness  that 
threatens  to  crush  and  destroy  us. 
Don't  shrug  this  off  as  the  pessimism 
of  an  old  conservative.  It  is  the  ration- 
al appraisal  of  the  facts.  If  anyone 
doubts  it,  he  only  has  to  look  at  the 
damage  done  to  the  value  of  the  dollar, 
down  some  70%  or  80%  in  the  brief 
span  of  just  one  generation. 

If  this  is  a  worldwide  phenomenon, 
it  is  a  reflection  of  our  lack  of  leader- 
ship and  responsible  conduct.  What 
we  have  done  at  home,  we  also  have 
done  abroad  by  flooding  the  world 
with  newly  created,  but  unearned, 
dollars.  In  the  process  we  also  have 
lost  the  high  standard  of  productiv- 
ity which  gave  us  the  dominant  eco- 
nomic strength  that  we  enjoyed  for 
so  long. 

I  do  not  have  much  hope  for  an 
early  end  to  our  blind  profligacy.  It  is 
far  more  likely  that  we  will  continue 
to  use  tranquilizers  rather  than  sub- 
mit to  the  kind  of  painful  surgery 
that  ended  the  runaway  inflation  in 
Germany  in  1923.  It  just  isn't  bad 
enough,  yet. 

No,  I  have  not  joined  the  doom- 
sayers  who  predict  a  more  or  less  im- 
minent collapse  of  our  monetary  sys- 
tem. Our  malignancy  is  more  gradual 
which,  of  course,  doesn't  make  it  less 
serious.  However,  I  hate  to  think  of 
what  will  be  left  of  a  dollar's  buying 
power  in  1990  if  we  continue  on  the 
present  course.  Preelection  rhetoric 
sounded  promising,  as  it  always  does, 
but  canc/m  Administration  break  out 
of  the  vicious  circle? 

In  all  these  30  years  it  has  been  the 
objective  of  this  column  to  try  to  aid 
individuals  in  handling  their  invest- 
ments, in  suggesting  securities  suited 
for  their  specific  requirements,  but 
not  to  "tout"  stocks  for  quick  specula- 
tive gains.  Rapid  inflation  has  made  it 
increasingly  difficult  to  give  sound  in- 
vestment advice.  How  can  you  con- 


vince a  person  who  needs  income 
it  is  riskier  to  buy  tnple-A  long-tj 
bonds  than  to  invest  in  low-yieli 
common  stocks?  The  record,  ho>) 
er,  speaks  for  itself. 

In  1950,  the  year  of  my  first  Foi 
column,  dividends  on  the  Dow  |o 
industrials  totaled  $16.13,  risinj 
S21.36  in  1960,  $31.53  in  1970 
about  $54  in  1980,  an  increasi 
230%  over  the  30  years.  Not  bad.  [ 
ing  the  same  period,  even  the  si 
moving  and  no-longer-representa 
DJI  )ust  about  quadrupled,  from  23 
about  940.  Not  bad  either.  In  ] 
top-quality  bonds  yielded  barely 
One  example:  New  Jersey  Bell  T 
phone  sold  a  2%%  40-year  deben 
in  1950  at  just  above  100.  Tod 
price  is  a  bid  of  46,  even  tho 
maturity  is  less  than  ten  years  av 
The  interest  income,  obviously 
mained  the  same.  The  price  of 
bond,  whether  it  was  bought 
1950,  1960  or  1970,  now  show 
more  or  less  severe  loss.  Isn't 
compelling  evidence? 

To  be  sure,  stock  prices  have  | 
peaks  and  valleys,  and  if  you 
bought  a  volatile  stock  at  the  p 
the  valley  can  look  like  a  verit 
abyss.  However,  most  good  stc 
will  reach  an  even  higher  peak  in 
next  cycle,  as  was  once  again  derr 
strated  this  year  by  the  more  bra 
based  stock  averages.  Intelligenth. 
lected  stocks  give  the  investor  at  1 
a   chance   to  beat  inflation, 
bonds,  on  the  other  hand,  regard 
of  quality,  he  is  condemned  to  t 
sure  loser.  This  sort  of  thing  was 
imaginable  in  1950,  but  now  it  is 
omatic,  not  iust  a  stockbroker's 
motional  spiel.  The  conservative 
vestor,  who  considers  stocks 
speculative,"  had  better  underst 
today's  realities  before  he  becomes 
tally  impoverished. 

Obviously,  these  are  longer-te 
considerations,  a  matter  of  decac 
or  at  least  years  rather  than  week 
months.  For  some  time  I  have 
that  our  market  was  getting  into 
"overbought"    condition  and 
speculative  excesses  were  reach 
the  "greater  fool"  stage — the  gre 
fool  being  the  person  to  whom 
try  to  sell  your  overpriced  stock 
remain,  however,  basically  posit 
about  common  stock  investment 
an  investor  can  buy  stocks  dunn 
setback  rather  than  what  may  pr 
to  be  the  temporary  top  of  an 
vance,  this  will  not  only  improve 
longer-range  results  but  also  his  g 
eral   attitude   toward  investing 
stocks.  ■ 
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1         Why  You  SHOULD  NOT  MISS  Value  Lines... 

1981  EARNINGS  ESTIMATES 
OR  1700  LEADING  STOCKS 


...indicating  wide  year-to-year  gains— 300% 
for  some  stocks  but  continuing  grief  for  others 


e  Line's  new  1981  full-year  earnings  estimates  for  each  of 
i  stocks  may  hold  some  startling  surprises.  Being  aware  of  the 
jltuous  possibilities— both  good  and  bad — on  the  "far  side"  of 
ecession  could  give  you  major  advantage. 

are  therefore  invited  to  receive  Value  Line's  latest  full-page 
jrts  on  each  of  these  1700  stocks,  immediately  setting  before 


51  estimated  earnings  and  dividends  per  share. 
30  earnings  and  dividends  per  share,  actual  to  date  and  esti- 
ited  for  rest  of  the  year. 

tual  earnings  and  dividends  per  share,  year  by  year,  from 
35  through  1979. 
.;:  timated  average  annual  earnings  and  dividends  per  share  in 
!  1983-85  period. 

ither  source  we  know  of  gives  you  such  a  comprehensive  pic- 
of  stocks'  past  and  estimated  future  earnings.  Value  Line  is 
'infallible,  but  we  do  have  over  40  years'  experience  making 
estimates  . .  .  which  are  probably  the  most  plagiarized  in  the 

I. 

le  turbulence  of  the  recession,  estimating  future  results  is 
V  trickier  than  usual.  Can  you  discern,  for  instance,  which  five 
e  stocks  below  we  estimate  will  show  lower  earnings  in  1981 
in  1980  .  .  .  which  five  "normal"  improvement  .  .  .  and  which 
large  earnings  gains  ranging  from  75%  to  over  300%? 


CAN  YOU  TELLTHE  "COMERS" 
FROM  THE  "GONERS"? 


of  these  stocks,  Value  Line  estimates,  will  have  lower  earn- 
gs  in  1981  than  in  1980  ...  5  others  "normal"  gains  .  .  .  and 
te  remaining  5  big  earnings  jumps  ranging  from  75%  to 
00%. 


r&T  IBM  Polaroid 

A  AX  Intl  Paper  Seaboard  World 

>eing  Lockheed  Singer 

>n'l  Tire  Massey  Ferguson  Tesoro  Petro. 

Jiff  Oil  Occidental  Petro.  Union  Carbide 


i  is  the  time  to  check  every  stock  you  care  about  against  Value 
1981  earnings  estimates— which  are  presented  on  a 
terly  as  well  as  full-year  basis— to  see  which  stocks  may  do 
;h  better,  or  worse,  than  most.  Since  the  1700  stocks  covered 
/alue  Line  account  for  more  than  96%  of  total  dollar  trading  in 
.  equity  markets,  most  of  your  holdings  are  probably  included. 

foregoing  earnings  data  and  estimates,  crucial  as  they  are, 
iprise  but  a  small  fraction  of  the  comprehensive  help  you  will 
Somatically  receive  in  The  Value  Line  Investment  Survey. 


Updated  Every  Week 


ry  week,  Value  Line's  regular  Summary  &  Index  presents  up- 
date ratings  of  EACH  of  1700  stocks— relative  to  all  the 
ers — as  follows: 


a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  of  the  stock. 

e)  Current  price,  P/E  ratio,  Beta;  also  latest  quarterly  earnings 
and  dividend  results  vs.  year-ago. 

f)  Financial  Strength  ratings. 

Plus  Full-Page  Reports 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  new  full- 
page  Report  at  least  once  every  three  months— including  22 
series  of  vital  financial  and  operating  statistics  going  back  15 
years  and  estimated  3  to  5  years  ahead.  (This  is  where  you'll  find 
the  earnings  data  and  estimates  we  discussed  earlier.)  About  130 
new  full-page  Reports  are  issued  each  week  .  .  .  1700  every  13 
weeks.  Moreover,  a  Supplementary  Report  is  issued  immediately 
on  a  stock  whenever  significant  interim  developments  so  require. 

Special  Bonus  Invitation 

This  invitation  will  also  bring  you — entirely 
as  a  bonus— Value  Line's  2000-page 
Investors  Reference  Service,  Including 
our  latest  full-page  Reports  on  each  of 
1700  stocks  .  .  .  fully  indexed  and  loose- 
leaf-bound  for  easy  reference,  and  sys- 
tematically updated  by  new  full-page 
Reports  in  the  weeks  ahead.  Filing  takes 
but  a  minute  a  week. 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with 
30-day  money-back  guarantee)  for  the  next  10  weeks  for  only 
$33— about  HALF  the  regular  rate— if  no  one  in  your  household 
has  subscribed  in  the  past  two  years. 


PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

ARNOLD  BERNHARD  &  CO  ,  INC  711  THIRD  AVE  NEW  YORK  N  Y  10017 

INTRODUCTORY  ORPER  Department  816G24 

□  Begin  my  10-week  trial  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  and  send  me  the  two  bonuses 
listed  above.  Check  for  $33  is  enclosed  (Trial  subscriptions  must 
be  accompanied  by  payment.) 

Please  Charge  To:  □  AMERICAN  EXP 

□  VISA  □  MASTER  CHARGE  (N  Y.  residents  add  sales  tax.) 

Account*   

Expiration  Date   

ONE  YEAR  SUBSCRIPTION 

□  1  year  (52  issues)  $330.  Special  Extra  Bonus:  A  famous  make 
pocket-size  Credit  Card/Calculator  (with  full  memory)  given  to 
you  as  a  bonus  when  you  order  for  one  year — and  send  payment 
now. 

Signature   

Name   :  


Address 
City  


—  State - 


Apt.  No.. 
-Zip  


WHY  YOU 
SHOULD 
MAKE  A 
CORPORATE 
CONTRIBU- 
TION TO 
THE  AD 
COUNCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $l,i47,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 


!  I  A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  publi- 
cations. This  space  wa  donated  by  this 
magazine. 


Stock  Trends 


What  the  world  does  not  need  is  one  mo 
book  on  sex,  diets,  cooking  and,  most 
all,  on  how  to  make  riches  in  equities. 


SURPRISE! 
SURPRISE! 


By  Ann  C.  Brown 


The  recent  Reagan 
landslide  is  a  perfect 
example  of  why  I 
never  have — and 
never  will — write  a 
book  on  the  stock 
market.  Only  a  few 
hardy  souls  (Mal- 
colm S.  Forbes  Jr., 
Forbes, Nov.  10)  pre- 
dicted a  big  win  for 
the  former  California  governor,  and  no 
poll  even  hinted  at  the  unbelievable 
Republican  congressional  strength. 
The  day  after  the  election  the  market 
went  wild,  and  thank  goodness  my 
clients  were  all  fully  invested  on  the 
long  side  (see  last  paragraph,  p.  209) 

The  most  successful  investors  are 
good  anticipators  and  quick  reac- 
tors— and  I  defy  anyone  to  teach  oth- 
ers how  to  look  ahead  and  consistent- 
ly and  accurately  assess  the  probable 
effects  of  things  that  have  not  yet 
happened.  "If"  and  "then"  are  the  two 
most  important  words  in  the  financial 
language.  For  example,  ;/  for  any  rea- 
son there  is  a  sharp  shortfall  in  OPEC 
oil  exports,  then  the  prices  of  domestic 
oil-producing  companies  should  rise  if 
there  isn't  an  immediate  price  freeze 
on  petroleum  products  imposed  by 
the  government. 

Or,  take  another  case.  If  interest 
rates  should  start  to  decline,  then 
stock  prices  should  begin  to  climb, 
because  the  yield  Hfferential  between 
stocks  and  bonds  will  narrow.  Fur- 
thermore, consumers  will  be  more  in- 
clined to  borrow  to  purchase  goods 
and  services  (thus  increasing  corpo- 
rate profits)  //  the  interest  rates  aren't 
falling  because  of  excessive  monetary 
stimulation,  which  tf.ien  will  increase 
inflationary  expectations  and  lower 
stock  multiples.  Long  and  complicat- 
ed are  such  thoughts,  but  necessary  to 

Ann  C  Brou  n  is  executive  lice  president  of  //*• 
New  York  investment  firm  ofMelbado,  Flynn  & 
Associates 


maximize  investment  opportunit: 
This  pattern  of  "if  this,  then  t 
works  reasonably  well  if  there  ar  , 
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out  sequence  of  events  totally  wo 
less.  At  that  point,  you  have  to 
all  over  again  with  a  new  set  of 
at  hand,  and  the  competitive  <. 
goes  to  the  person  who  can  retrj 
the  new  situation  through  the  fast 


any  unexpected  surprises  like  vt 
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If  someone  put  a  gun  to  my  h 
and  said  I  had  to  write  what  mi^h 
helpful  to  people  interested  in 
stock  market,  I  think  I  could  d 
fairly  passable  job  in  700  word^ 
less.  Anyhow,  here  goes. 

•  Be  well  informed.  Ignorance  c 
nitely  is  not  bliss  when  it  come; 
making  and  preserving  money.  Le 
as  much  as  you  can  about  the  con 
nies  you  are  invested  in  or  thinkin 
investing  in.  Read  and  listen  exi 
sively  to  what  is  going  on  in  the  st 
market,  economy,  the  country 
the  world.  If  you  haven't  the  timi 
the  interest  to  keep  abreast  of 
latest  developments,  follow  the  adi 
of  someone  who  does 

•  Be  flexible.  Don't  be  afraid  to 
mit  you  were  wrong.  If  you  sol 
stock  and  new  information  make 
look  attractive,  buy  the  stock  be 
even  if  you  have  to  pay  a  higher  pr 
Similarly,  if  you  didn't  sell  when 
might  have  and  things  are  look 
dim  for  the  stock,  sell  before  it  g 
lower.  We  all  make  timing  mistal 
Just  don't  compound  them  by  fail 
to  correct  original  errors  promptly 

•  Keep  emotion  out  of  your  st( 
decision-making  process.  Love  y< 
spouse,  your  children,  but  don't  1 
your  stocks.  Just  because  they  h 
been  good  to  you  in  the  past  is 
guarantee  they  will  be  good  to  you 
the  future.  Similarly,  don't  dislik 
certain  stock  or  industry  just  beca 
you  once  got  burned.  Today  it  may 
the  best  buy  around 

•  Don't  outsmart  yourself.  By  pi 
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ONEY&  INVESTMENTS 


1  jjith  eighth  and  quarter  limits  or 
i\7|oss  orders  too  close  to  the  mar- 
|ou  can  lose  money.  Also  beware 
II ivy  margin  positions  and  use  op- 
[iand  short-selling  only  if  you  fully 
a  stand  the  risks  you  are  taking. 
Listen  to  takeover  and  merger  ru- 
■  but  consider  the  source.  I  must 
i  heard  or  read  about  a  couple  of 
I  red  since  this  time  a  year  ago 
I  to  date,  only  a  handful  became 
I  mate  offers  and  fewer  than  that 
i  actually  completed.  Buy  each 
I  on  its'  own  merits.  If  someone 
decides  to  buy  the  company, 
eni  'der  it  an  unexpected  bonus. 
[£ ;  'Ceep  good  records.  Be  careful  not 
a  short-term  loss  become  a  long- 
loss  unless  you  have  a  very  good 
n  for  doing  so  or  you  will  lose  a 
ble  tax  advantage  (consult  your 
intant).  On  the  other  hand  try  to 
a  short-term  gain  into  a  long- 
gain  wherever  possible.  A  year 
day  seems  like  eternity  in  this 
M  term  world,  but  hang  in  there 
oser  you  get  to  long  term.  Even  if 
tock  drops  a  bit  you  could  be 
taxwise  by  waiting. 
)wn  only  as  many  stocks  as  you 
ecite  from  memory.  With  most 
e  this  is  somewhere  between  8 
5.  Review  your  portfolio  posi- 
once  a  week,  if  not  daily.  After 
ance,  inattention  is  the  second 
deadly  sin.  Stocks  are  not  a  hob- 
e  stamp  collecting,  which  can  be 
way  for  a  rainy  Sunday.  Unless 
ontinually  exercise  your  invest- 
judgment,  your  portfolio  can  get 
(f  shape  very  quickly. 
1E  >ome    miscellaneous  observa- 
Look  to  buy  what  others  are 
laying.  Use  caution  when  buying 
with  big  labor  problems,  big 
fal  problems  and  stocks  that  are 
lly  regulated  by  the  government, 
reful  of  inside  information — an 
oyee  is  not  always  the  best  judge 
own  company's  stock.  Watch 
or  hot  new  "concept"  stocks, 
are  here  today  and  goners  to- 
w.  Be  aware  of  stocks  with  an 
sive  amount  of  foreign  earnings 
.g  these  times  when  coups,  na- 
lization  and  expropriation  are  all 
ommonplace.  Try  to  buy  stocks 
sell  in  double-digits.  Don't  over- 
mtrate  on  any  one  stock — tech- 
nical   innovations,    plant  acci- 
increased   competition,  raw 
rial  shortages,  strikes,  etc.  can 
the  price  of  a  stock  in  a  hurry. 
Be  lucky.  There  is  no  substitute 
iing  in  the  right  place  at  the  right 
or  for  doing  the  right  thing  for 
/rong  reason.  ■ 


If  you're  in  a  high  tax  bracket,  Fidelity  Munici- 
pal Bond  Fund  can  offer  you  an  attractive  way  to 
maintain  today's  high  yields,  tax-free.  As  the  chart 
shows,  100%  tax-free*  municipal  bonds  currently 
offer  attractive  yields  when  compared  to  their  taxable 
equivalents. 


IF  YOUR 
TAXABLK 
INCOME  IS: 

YOUR  TAX 
BRACKKT  IS: 

7.50% 
TAX-EXEMPT 
YIELD  EQUALS 
A TAXABLE 
YIELD  OF: 

$30,000 

37<7r 

11.90% 

$40,000 

43% 

13.16% 

$60,000 

54%. 

16.30% 

Yield  should  be  considered  together  with  changes  in  the  Fund's 
net  asset  value,  which  fluctuates  in  response  to  changing  market 
conditions.  Any  given  yield  should  not  be  considered  representa- 
tive of  a  Fund's  return  in  the  future. 

TAX-FREE  INCOME  FROM  A  QUALITY 
PORTFOLIO. 

The  Fund's  portfolio  consists  primarily  of  A  or 
better  quality  bonds. 

What's  more,  investors  enjoy  the  advantages 
of  no  sales  charge  and  convenient  liquidity. 

Call  today  and  one  of  our  representatives  will 
explain  what  this  tax-free  alternative  means  to  your 
exact  taxable  income. 

•A  portion  may  be  subject  to  state  or  local  taxes . 


FIDELITY 

MUNICIPAL  BOND  FUND 


$2,500 
MINIMUM  INVESTMENT 


P.O.  Box  832.  Dept  JB  I  124X11 

82  Devonshire  St..  Boston.  Mass.  02103 
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For  more  complete  information,  including 
management  fees  and  expenses,  please 
write  or  call  for  a  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money. 


Ll 


FldeUty  Over  $9  billion  of  assets  under 
GrOUp  management, 


Compare  yields: 


Call  free  1-800-638-5660 

A  savings  accountf  is  certainly 
dependable  for  everyday  emergencies. 
But  in  these  times  of  spiraling  infla- 
tion, it's  also  important  to  seek  maxi- 
mum return  on  your  money.  In  addition 
to  high  current  yields,  the  Rowe  Price 
Prime  Reserve  Fund  offers  these  attrac- 
tive advantages: 

□  Minimum  initial  investment,  just 
$1,000  (as  little  as  $100  thereafter). 
□  Immediate  liquidity  with  no  with- 
drawal penalty. 

□  Toil-Free  telephone  redemption/ 
transfer. 

□  Free  check  writing. 

□  No-Load.  No  sales  charge  or  redemption 
penalty. 

•In  Baltimore  547-2308.  Elsewhere  in  Md— 1-  800-492-1976. 

Rowe  Rice  Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 


Name  

Address. 
City  


. State- 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money, 
f  Your  investment  in  a  savings  account  is  insured  by  a  government  agency  while  Fund  shares 
are  subject  to  market  fluctuations.  However,  your  savings  account  investment  is  limited  to  a 
fixed  return. 
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f  ff  TV  PEARLS! 


CAPITALIST 

cookies 


■  Honorable  Chairman  Malcolm  Forbes 
has  fifty  pearls  of  wisdom  in  a  new 
limited  edition  of  his  very  digestible 
Capitalist  "sayings"  baked  into  most 
fortunate  cookies. 

■  For  only  $  1 5-a-can  of  50  cookie-clad 
sayings — the  fabulous  Cookie  Edition 
of  "The  Sayings  of  Chairman  Malcolm" 
is  yours. 

■  This  unique  edible  edition  is  sure  to 
please  the  capitalist  of  your  choice.  And 
the  delightful,  custom-designed  tin  can- 
ister makes  the  perfect  holiday  gift. 

■  Send  $  1 5  in  check  or  money  order, 
plus  $3  for  postage  and  handling,  to 
Forbes  Capitalist  Cookies,  60  Fifth 
Avenue,  New  York,  NY  10011.  Please 
add  applicable  sales  tax. 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
i  CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a  quarterly 
dividend  of  50C  per  share  on  the  outstanding 
Common  Stock,  payable  on  December  1,  1980 
to  stockholders  of  record  on  November  10. 1980 
The  transfer  books  will  not  close 


October  23  1980 

RAMSEY  E  JOSLIN, 
Vice  President-Financial 


DIVISIONS  U  S  INDUSTRIAL  CHEMICALS  CO 

EMERY  INDUSTRIES.  INC 

NATIONAL  DISTILLERS  PRODUCTS  CO 

ALMADEN  VINFYAROS  INC 

BRIDGEPORT  BRASS  COMPANY 

BEACON  MANUI ACTURING  COMPANY 

INDIANA  GROUP  INC 


HE  MUST  BE  SOMEON 
HE  IS  WEARING  A  TIE 
FROM 


IMPORTANT 


NEW  YORK  10022 
484  PARK  AVE.  AT  58TH  ST. 


The  Contrarian 


What  investors  forget  is  that  the  short-ten 
records,  whether  hot  or  cold,  rarely  hold  u 
for  long  periods  of  time. 


- 


LET  REGRESSION 
BE  YOUR  GUIDE 


By  David  Dreman 


Forget  the  election 
for  a  moment  and 
sit  still  for  a  brief 
lecture  in  math- 
ematics which  has 
immense  relevance 
to  your  invest- 
ments: Regression 
to  the  mean  sounds 
formidable,  but  the 
concept  isn't.  It 
states  that  very  high  or  low  numbers 
will  tend  to  move  back  toward  middle 
ground. 

The  principle  of  regression  was  de- 
veloped by  Sir  John  Galton  over  a  hun- 
dred years  ago  in  eugenics.  When 
studying  the  height  of  men,  Galton 
found  that  taller  men  usually  had  chil- 
dren whose  average  height  was  less 
than  their  fathers'.  Conversely, 
shorter  men  usually  had  taller  chil- 
dren. In  both  cases,  the  children's 
heights  regressed  toward  the  average. 

Or,  since  we've  just  put  the  World 
Series  behind  us,  take  the  season's 
batting  average  of  an  Amos  Otis  or 
Mike  Schmidt.  Although  each  hit  al- 
most .300  over  the  regular  schedule, 
this  does  not  mean  that  they  got  three 
hits  every  ten  times  at  bat.  Some- 
times they'd  have  streaks  batting  five 
out  of  ten,  other  times,  slumps  where 
they'd  be  lucky  to  scratch  out  one  for 
eight.  Over  the  162-game  season, 
whether  they  hit  .500  or  .125  in  a 
dozen  games  or  so  made  little  differ- 
ence to  their  averages.  Still,  the  fans, 
sportscasters  and  sometimes  the  play- 
ers themselves  often  focused  on  these 
brief  periods  and  tended  to  forget  the 
longer-term  averages. 

And  this  leads  us  squarely  back  to 
the  stock  market,  where  the  same 
principle  applies.  Abnormally  high  or 
low  growth  rates  over  time  are  far 

Daiicl  Dreman  is  president  of  Dreman  Asso- 
ciates, /nivstment  Counsel,  New  York,  and 
author  of  Contrarian  Investment  Strategy  and 
Psychology  and  the  Stock  Market 


more  the  exception  than  the  rule. 

What  investors  forget  is  that 
short-term  records,  whether  hot 
cold,  rarely  hold  up  for  long  peric 
Nobody  bats  .500  over  an  entire  s 
son.  Competition,  market  saturati 
management  problems  and  a  host 
other  unexpected  events  all  play  a  r 
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in  damping  down  sizzling  returns 
Similarly,  for  companies  with 
low-average  returns,  belt  tightenii 
improving    managements,  redui 
competition,  all  set  about  to  incre; 
returns  over  time.  Within  a  dynam 
relatively  free  competitive  econor 
forces  are  always  at  work  that  br 
down  above-average  returns  and  p 
up  below-average  ones.  After  all, 
push  toward  average  returns  is  wl 
competitive  markets  are  all  about 
The  moral,  of  course,  is:  Thi 
twice  before  you  pay  an  abnorma 
high  PE  for  any  stock — no  mat 
how  good  its  "story"  sounds.  It  n)  ^yields 


regress  and  will  cost  you  dearly. 

As  investors  we  tend  to  ignore  t  • 
seemingly  obvious  principle  becai 
of  psychological  blinkers.  All  too 
ten  we  are  mesmerized  by  curre 
fashions,  drunk  on  dreams  of  th 
sure  returns,  whether  they  be  ho} 
computer  stocks  today  or  the  seel 
ingly  endless  growth  of  an  Avon 
Polaroid.  Thus,  we  tend  to  overlo 
the  surest  and  safest  way  to  ma 
money  in  the  stock  market:  buyi 


years. 


Das  i 
•:: 


high-yielding,    low    PE  companl-. 

temporarily  out  of  favor. 

A  good  case  in  point  is  the  alur 
num  industry.  From  the  195 
through  the  mid-1960s,  alumini 
was  considered  a  prime  growth  indi 
try.  With  earnings  booming,  and  t 
expansion  of  uses  for  the  metal  seei 
ingly  unlimited,  the  group  sport 
multiples  of  20  to  25.  But  alas,  comj 
tition,  overcapacity,  price-cutting, 
al  caught  up  with  the  industry.  T 
industry's  returns,  in  short,  regresss 
Investors  reacted  by  slashing  P  E  mi 
tiples.  The  aluminum  index  baa 
trailed  the  market  averages  for  yearj 

However,  the  tide  has  again  turns 
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suffering  from  overcapacity  for  a 
ier  of  years,  the  industry  built  far 
lew  capacity  and  halted  the  de- 
ive  price-cutting.  In  recent 
hs  prices  have  been  raised  even 
mand  slackened.  The  bottom 
has  been  20% -plus  earnings 
h  for  all  the  major  producers 
:he  past  five  years,  a  sharp  im- 
ment  in  the  equity-to-debt  ratio 
irge  increases  in  dividends. 
)ugh  there  should  be  some 
turn  for-  the  industry  in  the  next 
or  four  quarters,  it  should  not  be 
In  my  opinion,  all  four  major 
num  companies  present  good 
at  current  levels.  Take  Alcoa.  In 
lit  earned  $3.22  and  sold  as  high 
or  at  19  times  earnings.  Now  it 
for  less  than  5  times  earnings, 
:e  an  excellent  growth  record, 
argest  and  most  diversified  of 
luminum  producers,  the  corn- 
earned  $14.29  a  share  in  1979. 
;  ags  should  decline  no  more  than 
his  year,  with  a  sharp  recovery 
12.  The  stock  yields  5.0%. 
an  is  the  world's  largest  produc- 
primary  aluminum.  Earnings 
increased  at  a  20%  rate  over  the 
ive  years  and  the  dividend  has 
700%  since  1976.  Earnings  in 
are  likely  to  be  a  record  $6.25  a 
with  less  than  a  10%  decline  in 
Alcan  currently  trades  at  a  P/E 
and  yields  3.9%. 
ser  Aluminum  has  a  current  P/E 
nd  yields  5.2%.  Income  has  in- 
d  at  a  24%  annual  clip  over  the 
ive  years.  Earnings  should  hit  a 
I  $5.75  in  1980. 

Tiolds  Metals:  Trading  at  4 
earnings  and  yielding  5.8%,  the 
'any  has  also  shown  better  than 
tjrowth  in  recent  years, 
it  has  happened  here  is  that  in- 
earnings  have  gone  through  a 
cle  of  regressing  from  above  av- 
to  below  average  and  back 
But  stock  prices  have  yet  to 
ize  the  improved  returns.  If  the 
t  does  nothing  more  than  in- 
Alcan's  P/E  from  subaverage  to 
fge  for  stocks  in  this  market,  the 
Will  rise  close  to  40%.  If  the  P/E 
io  the  premium  it  may  well  de- 
you  could  easily  have  a  double, 
for  this  you  don't  necessarily 
o  have  a  bull  market, 
smart  investor  will  avoid  try- 
outguess  the  market,  will  resist 
lg  fads.  He  will  instead  recog- 
egression  and  solid  values.  The 
runners  can  have  Genentech.  I'll 
A.lcan.  They  may  have  a  more 
!  ng  ride,  but  I'll  bet  Alcan  for  the 
y.  I'll  sleep  better,  too.  ■ 
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SILVERSTACK 
SOARS! 


Have  you  noticed  the  fantastic 

bull  market  going  on 

in  Canadian  mining  stocks? 


SILVERSTACK  rose  from  17C  to  around  $30  I  U.S.  fundsl  in  only  3 
years  — up  approximately  17.500%!!  That's  like  having  bought  IBM 
when  it  first  got  started!  SILVERSTACK  was  added  to  the  DINES 
"PENNY"  PORTFOLIO  at  $5.88  on  12  Oct  79. 

The  DINES  "PENNY"  PORTFOLIO  consists  of  48  very  low-priced 
speculative  stocks  in  gold  and  silver  mines,  all  of  which  were  under 
$10  initially.  It  was  started  with  an  initial  investment  of  $50,000  as 
published  on  26  Oct  '79.  On  3  Oct  '80  this  portfolio  had  a  value  of 
$123.863- up  147%.  THE  DINES  LETTER  urges  all  investors  to 
BUY  the  stocks  in  this  portfolio  IMMEDIATELY.  All  new  subscribers 
get  a  copy  of  this  portfolio.  Performance  records  on  the  stocks  listed  in 
DINES  "PENNY"  PORTFOLIO  from  its  inception  are  available  on 
request. 

A  recent  issue  of  THE  DINES  LETTER  covers  these  ten  vital  questions: 

•  Which  gold,  silver  and  platinum  stocks  should  you  buy  now? 

•  Is  copper  a  buy?  What  about  gold,  silver  and  platinum  futures? 

•  Is  the  U.S.  dollar  or  the  Swiss  franc  more  attractive? 

•  Which  way  will  the  stock  and  bond  markets  go  next? 

•  Is  THE  DINES  LETTER  still  looking  for  a  short-term  decline? 

•  Are  interest  rates  heading  up  again,  and  should  utility  shares  be 
sold? 

•  Are  the  banks  safe,  and  are  there  any  easy,  inexpensive  precautions 
that  should  be  taken?  Should  you  move  money  overseas? 

•  Does  Mr.  Dines  still  predict  a  depression  unless  we  go  back  to  a  gold 
standard? 

•  Who  is  to  blame  for  inflation? 

•  Why  has  Mr.  Dines  been  calling  himself  "The  Original  Energy 
Superbear"? 

For  specific  answers  to  the  above,  subscribe  now  and  youll  get  these 
additional  features: 

1.  A  COPY  OF  THE  DINES'  MODEL  PORTFOLIO  divided  into 
high-quality  and  speculative.  This  is  an  actual  portfolio  so  The  Dines 
Letter  puts  its  own  money  where  its  mouth  is.  You  can  invest  $4,000. 
$40,000  or  $400,000  and  get  a  gold-oriented  portfolio  personally  supervised 
by  Mr.  Dines.  As  you  might  know,  Mr.  Dines  is  "The  Original  Goldbug," 
based  on  his  being  the  first  Wall  Street  Security  Analyst  to  recommend 
gold  at  $35  and  silver  at  93  cents  since  1961.  This  portfolio  is  diversified 
between  quality  and  speculative  gold  and  silver  stocks  with  geographic 
representation  around  the  world  iin  case  of  exchange  controls). 

2.  A  NEW  PORTFOLIO,  THE  DINES  "PENNY"  PORTFOLIO,  another 
actual  portfolio,  specializes  in  very  low-priced  gold  &  silver  mines  for 
your  ultra  speculative  "Las  Vegas  Money." 

3.  OUR  15  PAGE  BOOKLET  "HOW  TO  USE  THE  DINES  LETTER," 

especially  written  for  beginners,  including  discussions  on  "The  Dines' 
First  Market  Axiom,"  "The  Dines  Anti-Change  Concept,"  mass 
psychology  in  the  stock  market  and  especially  mass  masochism  and 
gamblers'  secret  desire  to  lose.  Technical  Analysis,  "How  To  Use  Point 
&  Figure  Charting,"  the  use  of  stops  to  prevent 
large  losses,  plus  much  more.  W         —  ■ 

4.  THE  DINES  LETTER'S  BIG  1980  FORECAST  ISSUE. 
This  issue  has  always  been  a  favorite  with  subscribers 
who  look  for  new  predictions. 

5.  A  BIOGRAPHICAL  SKETCH  OF  MR.  DINES,  again 
including  many  predictions  for  the  1980s. 

6.  A  JAN  1979  BARRON'S  ARTICLE  containing  Mr. 
Dines'  predictions  during  the  annual  "roundtable,"  with 
an  explanation  of  monetary  instability  and  how  one  might 
handle  these  events  profitably. 

7.  A  BARRON'S  ARTICLE  on  Mr.  Dines'  famous  2  Oct 
78  interview  concerning  precious  metals  —  some  of  these 
predictions  have  already  come  true. 

ADDITIONAL  BONUS! 

THE  LAST  TWO  ISSUES  OF  THE  DINES  LETTER, 

to  get  you  into  "the  swing  of  things"  will  be  sent  in 
addition  to  your  subscription. 


fa  JNOM2 

The  Dings  letter 

P.O.  Box  22,  Belvedere,  California  94920 

Yes!  Send  me  vour  Introductory  Package  and  start  my 
subscription  to  THE  DINES  LETTER.  (Payment  in  U.S. 
dollars  MUST  be  enclosed):  Enclosed  is  □  $150  for  1 
year.  Q  $85  "fair  trail"  for  6  months.  □  $10  for  2  issue 
quick  "look-see"  trial. 

Name  


City. 


-State  . 


_Zip, 


(Not  assignable  without  your  consent  NY  residents  please  add 
applicable  sales  tax  No  refunds  Beginning  January  1981.  The 
Dines  Letter  will  be  published  monthly  at  the  same  rates  as  m 
effect  today,  but  we'll  include  at  no  additional  charge  the  Interim 
Warning  Bulletin  (IWB)  service,  present  cost  ot  which  is  $75  value  I 


SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

When  you  move,  make  sure  your  mail  arrives  at 
your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move. 
One  last  serious  note.  Use  your  new  ZIP  Code. 


Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 


©  USPS  1980 
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Commodities 


\ K )\ Fi  MM  ESTN 1 KNT 


The  grains  in  recent  weeks  have  provided 
high  rollers  with  a  chance  to  make  (or  lose) 
a  fortune  in  the  privacy  of  their  offices. 

FEED  APLENTY  FOR 
GRAIN  BULLS 


By  Stanley  W.  An  grist 


No  wonder  airline 
revenues  are  down. 
High  rollers  in  the 
last  few  weeks  have 
found  all  the  action 
they  could  handle  in 
the  grain  and  meat 
markets  in  the  com- 
modity pits  of  Chi- 
cago. In  the  privacy 
of  their  own  offices 
they  could  have  won  (or  lost)  a  for- 
tune. The  price  changes  have  been 
nothing  less  than  breathtaking. 

In  the  Sept.  29  issue  I  presented  my 
reasons  for  being  a  bull  on  wheat.  At 
that  time  December  wheat  was  sell- 
ing for  around  S5  per  bushel.  It  now 
has  moved  up  about  30  cents  iS  1,500 
per  contract!  and  I  believe  it  can  move 
even  higher.  There  are  at  least  three 
factors  that  have  turned  the  grain  pits 
into  the  Chicago  branch  of  Caesars 
World.  Let's  look  at  them  in  the  order 
of  their  occurrence. 

First,  the  U.S.  suffered  a  devastat- 
mgly  hot  and  dry  summer.  This  natu- 
ral phenomenon  took  its  toll  on  our 
feed-gram  crops — com,  sorghum,  oats 
and  barley,  as  well  as  spring  wheat 
and  soybeans. 

Even  though  the  feed-grain  harvest 
is  down  significantly  from  last  year, 
farm-price  inflation  slowed  consider- 
ably in  October,  according  to  the  U.S. 
Department  of  Agriculture.  The  de- 
partment found  that  average  farm 
prices  rose  by  0.4%  last  month,  which 
was  the  smallest  boost  since  late  last 
spring  when  farm  prices  began  to 
surge.  That's  the  good  news.  It  is 
widely  believed  both  in  and  out  of 
government  that  as  seasonal  factors 
start  to  fade,  farm  prices  will  once 
again  take  off. 

The  com  crop  is  down  17%  from 
last  year's  record  harvest,  while  the 

Stanley  VC  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


sorghum  crop  is  reduced  32%  from 
last  year.  Total  U.S.  feed  grains  are 
down  a  minimum  of  18%  from  last 
year.  In  a  follow-up  supply  demand  es- 
timate, the  USDA  actually  raised  pro- 
spective domestic  use  and  exports  of 
corn  by  50  million  bushels  each,  re- 
flecting higher-than-expected  live- 
stock production  plans  and  shortages 
of  competing  U.S.  grains.  As  a  result, 
the  USDA  expects  com  stocks  to  drop 
1  billion  bushels  [25  million  metric 
tons)  over  the  course  of  the  1980-81 
marketing  year,  which  began  Oct.  1 . 

Indeed,  examination  of  the  table  be- 
low shows  that  ending  stocks  of  the 
various  feed  grains  will  be  down  55% 
in  the  U.S.  and  35%  worldwide.  And 
there  is  a  good  chance  that  these 
numbers  are  optimistically  high,  as 
we  shall  see  in  coming  paragraphs. 

The  wheat  situation  is  more  opti- 
mistic than  the  feed-grain  case,  as  the 
table  reveals.  The  expected  level  of 
ending  wheat  stocks  for  the  coming 
year  in  the  U.S.  could  even  rise  a  bit 
[assuming  no  substantial  mcrease  in 
exportsl.  The  ending  stocks  for  wheat 
in  the  world  should  drop  only  about 
9%,  to  72  million  metric  tons.  The 
reason  the  wheat  crop  didn't  suffer 
the  same  fate  as  did  the  feed  grains  in 
the  U.S.  is  that  about  75%  of  our 
wheat    is   winter   wheat — that  is. 


wheat  that  is  planted  in  the  fall 
harvested  in  early  spring.  Thus  I 
harvested  prior  to  last  summer's 
astating  heat  and  drought. 

The  second  item  that  has  ha* 
bulls  running  in  Chicago  is  Chii 
a  much-heralded  agreement  si  p 
in  October,  the  U.S.  will  be  CI 
mam  source  for  wheat  and  com 
the  next  four  years,  dwarfing  ic 
ditional  suppliers,  Canada,  Arge 
and  Australia.  Peking  has  agre- 
purchase  at  least  6  million  n 
tons  of  wheat  and  com  per  yei 
which  15%  to  20%  would  be 

1  However,  under  certain  cia 
stances,  it  may  buy  less.  I  The 
ment  permits  China  to  buy  up 
million  metnc  tons  without  hi 
negotiation.  In  the  event 
wishes  to  purchase  more  than  9 
lion  tons,  it  need  only  notify 
U.S.  government.  In  the  1970s 
na's  grain  purchases  averaged 

2  million  metric  tons,  but  by 
the  figure  had  risen  to  4  mj 
metric  tons. 

The  third  reason  for  the  streng 
the  grains  is  our  underestimate  c 
Soviet  grain  harvest.  All  suq 
long,  the  official  USDA  proiecti 
grain  production  in  the  U.S.S.R 
205  million  metric  tons.  This  v 
have  been  a  15%  increase  over  1 
disastrous  harvest  of  179  m 
tons.  (Some  private  analysts  wei 
pecting  a  Soviet  harvest  of  1901 
lion  tons.  I  Based  on  obliquely 
sented  data  by  the  chief  of  the  S 
economic  planning  agency,  We 
analysts  were  able  to  deduce  tha 
Soviet  crop  will  be  only  181  m; 
metric  tons.  It  had  been  assi 
before  this  revelation  that  the  S 
grain  imports  would  be  about  3C 
lion  metric  tons — about  17  rm 
tons  of  feed  grains  and  13  m: 
tons  of  wheat.  It  is  now  obvious 


Feed  grain  stocks  hard  hit 


These  numbers  (all  in  millions  of  metric  tons)  don't  paint  a  very  optim 
tic  picture  for  grain  supplies  in  the  coming  year.  In  fact,  it  could  even 
worse  than  pictured  here,  as  the  numbers  presented  below  do  not  inclu 
the  latest  downward  revisions  of  the  Soviet  crop. 


Feed 

grains1 

Wheat 

U.S. 

world 

U.S. 

wo 

Beginning  stocks 

53.8 

89.4 

:-  • 

Crops 

192.4 

715.6 

64.4 

44( 

Total  supply 

146.1 

805.0 

89.0 

3T1 

Domestic  usage 

149.1 

634.7 

22.6 

35! 

Available  for  export 

97.1 

170.3 

66.4 

16^ 

Exports 

72.9 

111.5 

41.6 

Ending  stocks 

14.2 

58.8 

24.8 

'Includes  com.  sorghum,  oats  and  barley. 


Source  L  'S  Department  of  AgncuUt 
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liwill  try  to  import  substantially 
ii  than  that.  It  is  widely  believed 
>\\z  West  that  Soviet  transporta- 
fci facilities  cannot  handle  more 
•35  million  tons  of  imports  with- 
fi.ogging. 

iause  of  the  presidential  embar- 
IJe  U.S.S.R.  is  barred  from  buying 
1  than  8  million  metric  tons  of 
Jivheat  and  corn  in  the  year  end- 
i:i|:pt.  30.  Thus  it  now  appears  that 
ijJoviets  will  have  to  step  up  their 
i  lock  slaughtering  because  of  in- 
flate supplies  of  feed  grains.  Ulti- 
bel-y  this  means  that  the  Russian 
i  e  will  eat  even  less  meat  than 
i  lo  now.  (The  news  is  not  all  that 
u  for  American  consumers  ei- 
l-higher  world  grain  prices  will 
:  ately  get  translated  into  higher 
m  and  meat  prices  here.) 
iti  It  too  late  to  play  these  wild 
"i  I  don't  think  so  if  one  looks  for 
d  sting  spread  opportunities.  I  still 
fe  re  that  a  reasonable  trade  is  to 
:  Cansas  City  and  sell  Chicago 
:  (March  contracts),  with  Chica- 
■-:  cnore  than  a  26-cent  premium  to 
it:  ansas  City.  That  spread  should 
st  back  to  a  more  usual  level  of 
ect  i 10  cents  or  less  premium  Chica- 
S.I  he  margin  on  such  a  spread  is 
i<  j  $1,000,  while  the  round- turn 
ei  lission  is  about  $135.  I  would 
s  io  more  than  10  cents  ($500  per 
v  1)  on  this  position. 
1H  Dther  interesting  wheat  spread 
k  i:  I  think  money  can  be  made  lies 
it  i:  Kansas  City  market.  Recently 
I )  been  possible  to  buy  the  March 
tjjict  and  sell  the  May,  with  May 
;  8-cent  premium.  I  believe  the 
,  A  could  go  to  even  money  ($400 
it  if  per  spread).  I  would  risk  no 
ijithan  4  cents  ($200  per  spread) 
a  :ntry.  The  margin  on  this  spread 
:!)0,  while  the  round-turn  corn- 
on  is  about  $85. 

jther  attractive  position  lies  in 
)ybean  complex,  which  is  tech- 
y  not  a  grain  but  a  legume.  How- 
tj,  the  soybean  and  its  products  to  a 
e[  textent  trade  with  the  grains.  I 
Jil  consider  going  long  January 
selling  May  soybean  meal,  with 
lay  at  a  $7  premium  or  more, 
is  essentially  a  bull  spread  in 
It  should  also  be  helped  along  by 
ospects  of  Brazil's  crop  (harvest- 
:  iring  our  spring),  which  should 
limit  on  the  price  of  the  May 
ict.  I  would  risk  no  more  than  $3 
per  spread)  on  this  trade.  I  be- 
the  trade  could  go  to  even  mon- 
le  margin  on  this  spread  is  $300, 
the  round-turn  commission  is 
$85.  ■ 


Asarco  is  positioned  for  the  80s... 


sound  investments  in  worldwide  mining. 


Asarco  has  substantial  holdings 
in  three  of  the  world's  great  min- 
ing companies: 

•  M.I.M.  Holdings  Limited,  an 
Australian  company  48.9% 
owned  by  Asarco,  produces 
copper,  silver,  lead,  zinc  and 
coal  and  has  interests  in 
nickel  and  iron  ore. 

•  Southern  Peru  Copper  Cor- 
poration, 52.3%  owned  by 
Asarco,  operates  the  To- 
quepala  and  Cuajone  copper 
mines  which  together  pro- 
duced 321,000  tons  of  cop- 
per in  concentrates  in  1979. 

•  Mexico  Desarrollo  Industrial 


Minero,  S.A.,  34%  owned  by 
Asarco,  is  a  major  producer 
of  copper,  silver,  gold,  lead, 
zinc,  coal,  coke  and  fluorspar 
in  Mexico. 
Asarco    also    owns  Lac 
d'Amiante  du  Quebec,  Ltee  in 
Canada  which  in  1979  produced 
288,000  tons  of  asbestos  fiber 
or  approximately  5%  of  world 
production  of  this  important 
material. 

For  more  information  about 
Asarco,  send  for  a  copy  of  our 
Fact  Book.  ASARCO  Incorpo- 
rated, 120  Broadway,  New  York, 
N.Y  10005. 
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Psychology  &  Investing 


Faberge  Eggs 

Imperial  Russian  Fantasies 


Introduction  and  commentaries 
by  Christopher  Forbes 
Foreword  by  Armand  Hammer 

"Everyone  who  sees  it  wants  to  look 
at  it-and  look  and  look  ...  the  next 
best  thing  to  seeing  the  collection 
itself."  -Detroit  Free  Press 

Few  people  have  the  opportunity 
to  examine  the  intricacy  of  work- 
manship, the  preciousness  of  ma- 
terial,^nd  the  artistry  of  design 
exhibited  in  the  exquisite  creations 
of  the  great  Faberge  atelier. 
That  rare  pleasure  is  now  avail- 
able in  a  stunning  new  large- 
format  paperback.  Twenty-six 
poster-size  colorplates,  suitable 
for  framing,  masterfully  present 
every  exquisite  detail  of  the  daz- 
zling jeweled  fantasies  created  by 
the  House  of  Farberge  for  the 
Imperial  family  during  the  twi- 
light years  of  the  Russian  empire. 
Christopher  Forbes,  Assistant  Pub- 
lisher and  Vice  President  of 
Forbes  Magazine,  provides  a  fasci- 
nating introduction  to  the  book 
and  a  commentary  or  caption  for 
each  masterpiece.  In  addition, 
Mr.  Forbes  also  compiled  a  cata- 
logue raisonne  of  all  known  imper- 
ial eggs,  illustrated  with  specially 
commissioned  line  drawings. 
Foreword  to  the  book  is  provided 
by  Armand  Hammer,  medical 
doctor,  entrepreneur,  and  art  col- 
lector, who,  in  the  1920s,  lived  and 
worked  for  nine  years  in  the  USSR 
and  eventually  brought  priceless 
Romanov  treasures,  among  them 
Faberge  eggs,  to  this  country. 

Faberge  Eggs  is  published  by 
Harry  Abrams,  Inc.  for  $12.50. 
To  order  your  copy  of  this  mag- 
nificent collection  of  Romanov 
treasures,  fill  in  the  coupon  below 
and  mail  today,  along  with  check 
or  money  order. 


Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  NY  10011 
Please  send  me  


 copies 

of  Faberge  Eggs  at  $12.50  each,  plus  $2.00 
postage  and  handling  for  each  copy. 
N.Y.  residents  add  appropriate  sales  tax. 
Total  enclosed  $  

Name  

Address  

City  

Slate  


Zip 


Traumatized  into  watching  for  a  parti 
lar  signal,  investors  have  wrongly  assu 
that  the  game  has  just  begun. 

"I'LL  GET  OUT  _ 
EARLIER  NEXT  TEND 


By  Srully  Blotnick 


We've  been  in  a 
roaring  bull  market 
for  several  years 
now,  as  evidenced 
by  the  Wilshire  Eq- 
uity Index,  the  only 
major  indicator  that 
measures  the  whole 
stock  market,  not 
just  parts  of  it  (see 
"The  least-heralded 
bull  market  in  history,"  Forbes,  Oct. 
13).  Yet  the  optimists  tell  us  not  to 
worry;  the  game's  far  from  over.  Look 
at  the  Dow  Jones  industrials,  they  say. 
They  are  still  way  below  their  high. 
And  look  at  new  issues.  We're  not 
seeing  anything  like  the  insane  out- 
pouring of  them  that  we've  witnessed 
at  earlier  market  tops. 

My  advice  is:  Don't  be  misled. 
We're  much  later  in  the  market  cycle 
than  it  appears.  A  lot  of  market  ob- 
servers have  been  put  off  because  they 
see  no  signs  of  speculative  excess  in 
the  big  Dow  stocks  and  because  they 
see  relatively  few  Genentechs  and  Ap- 
ple Computers  around.  What  they  are 
missing  is  that  we  have  had  plenty  of 
speculative  excesses,  enough  to  give 
any  thoughtful  person  pause.  Only  the 
excesses  aren't  in  the  usual  places. 

Every  market  cycle  goes  through 
certain  inevitable  phases,  and  inves- 
tors behave  in  predictable  ways  in 
each  of  these  phases. 

When  the  market  is  recovering 
from  a  severe  decline,  such  as  oc- 
curred in  1969-71  or  1973-74,  caution 
abounds.  Call  it  Stage  One:  Investors 
prefer  the  larger,  better-established 
firms  and  do  indeed  buy  the  stocks  of 
such  companies.  For  example,  Gener- 
al Electric  Co.  was  a  stellar  performer 
in  1975  and  1976,  rising  over  100% 
from  its  1974  low,  and  IBM  did  nearly 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


as  well.  Investors  are  still  a 
scared  in  the  early  phases  of  a 
market  rebound,  and  want  som< 
relatively  safe  to  cling  to.  Soon 
Two  sets  in:  Smaller  compan: 
the  NYSE  are  favored,  since  the' 
the  possibility  of  larger  capital 
They  are  riskier,  but  the  profit  ] 
tial  is  appealing  to  investors  vi 
grown  more  confident.  From  191 
we  have  had  a  real  bull  market 
called  secondary  stocks. 

Stage  Three  usually  isn't  far  b< 
Tired  of  paltry  gains  of  20%  t<ji 
per  annum,  investors  turn  in  in 
ing  numbers  to  the  Amex  and! 
wanting  annual  gains  in  the  5C 
100%   range.   Soon  that  too 
enough,  and  Stage  Four  is  ushei 
The  new-issues  game  heats  up 
Here  investors  are  seeking  enoi 
profits — doubles  and  triples, 
per  annum.  They  want  it  overn: 
The  progression  through  the 
occurs  almost  automatically.  F 
set  a  profit  goal  and  attained  it, 
tors  naturally  move  on  to  the 
highest  goal.  That,  in  short,  is 
veteran   market   observers  b« 
when  they  see  new 


nervous 
being  the  focus  of  so  much 
ment.  They  know,  on  the  ba 
what  happened  in  former  pfl 
that  we're  probably  reaching  tl" 
of  a  market  cycle.  Investor  ex| 
tions  have  climbed  to  the  poi 
which  they  can't  help  but  be 
pointed.  They  no  longer  want  i 
return  on  their  money.  They  wa 
stock  market  to  make  them  rid 
We  are  at  that  scary,  intox 
stage  now.  There's  a  simple  ex 
tion  as  to  why  we  haven't  had 
outpouring  of  new  issues  this  ti; 
the  Sixties  there  were  a  large  ni 
of  small  brokerage  firms  spring: 
to  generate  and  distribute  new  i 
Without  this  infrastructure 
beating  the  bushes  for  business 
tomer  interest  would  have  bee 
nificantly  less.  Why?  Because  if 
few  stocks  soar  and  you  read 
them  in  the  newspaper,  your  c 
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Beginning  in  1981 


CORPORATE 
REPORT 


1 


Here's  a  new,  low-cost  advertising 
service  from  Forbes  Magazine  where 
publicly-held  corporations  can  report 

current  corporate  developments  to 
America's  most  important  investors 


nporate  Report  Updates  will  begin  with  the 
nuary  5.  1 981  issue  of  Forbes  (Annual  Report 
i  American  Industry)  and  will  appear  1 2  times 
jring  the  year.  For  added  editorial  impact  and 
levance.  it  will  be  positioned  in  Forbes'  popu- 
rsection,  "Money  and  Investments." 


jvertising  participation  in  Corporate  Report 
Ddates  is  easy.  Just  send  typed  copy  to 
)rbes.  We'll  do  the  rest.  Your  message  will 
type-set  and  placed  alphabetically  in 
irporate  Report  Updates. 

ie  cost  is  exceptionally  modest.  A  minimum 
inch  message  (36  lines)  is  only  $2,1 24.  That's 
post  of  only  $3.08  for  each  thousand  sub- 
ribers.  Additional  space  may  be  ordered  at 
}9  per  line. 

)ur  message  in  Corporate  Report  Updates 
II  reach  an  audience  unmatched  by  any  other 
agazine  in  reaching  active,  affluent  investors 
id  the  cream  of  corporate  America.  A  just- 
;mpleted  study  of  corporate  officers  in  Amer- 
a's  largest  companies 
iows  Forbes  the  leader 
lain  in  regular  reader- 
lip.  Here's  more — 


Of  Forbes'  690,000  subscribers 

*  98%  have  an  investment  portfolio 
(average  value  is  $473,000) 

*  92%  own  corporate  stock 
(average  value  is  $387,000) 

*  87%  own  stock  in  companies  other  than  their 
own  (average  value  is  $210,000) 

*  83%  ordered  an  average  of  11  security  trans- 
actions in  the  past  12  months 

*  50%  are  involved  with  helping  others  make 
investment  decisions.  These  "others"  include 
corporations,  estates,  institutions,  pension 
funds  and  trusts 

*  The  average  Forbes  subscriber  has  an  annual 
household  income  of  $93,000  and  a  net  worth 
of  $724,000.  One  out  of  every  seven  is  a 
millionaire 

If  your  company  has  something  to  say  to  pow- 
erful executives  and  affluent,  potential  inves- 
tors, Corporate  Report  Updates  in  Forbes  is 
the  place  to  say  it. 

Call  or  write  today  for  all  the  details  of  partici- 
pation in  Corporate  Report  Updates.  You'll  be 
glad  you  did. 

Sarah  Madison 
Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
(212)  620-2371 
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® 


Forum  for  world  leaders. 

When  Chinas  Vice  Premier  Deng  Xiaoping  Teng  visited 
Washington,  the  worlds  balance  of  power  began  to  change. 

Just  before  leaving  China,  Deng  had  spoken  freely  to 
one  American  publication  about  the  purpose  and  signifi- 
cance of  his  visit. 

As  had  Brezhnev  a  few  weeks  before.  Deng  spoke 
exclusively  to  TIME.  Partly  because  in  TIME  his  ideas 
would  be  spread  among  the  leadership  community  in  all  the 
nations  important  to  an  emerging  China;  and  partly  because 
TIME  has  long  been  recognized  as  the  foremost  journal  of 
news  in  the  world. 

It  is  the  importance  of  TIME  Magazine— known  in  any 
land  or  language— that  gains  it  entrance  to  the  hard-to- 
see  . . .  and  earns  it  more  readers  in  more  countries  than  any 
other  news  magazine. 

The  most  colorful  coverage  of  the  week. 


4;  Time  Inc  1980 
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■cipating  will  seem  slim.  But  if 
Band  even  hundreds  of  them  are 
Hng  skyward,  and  you're  hear- 
But  them  from  friends,  your  de- 
■barticipate  grows  tremendous- 
Bn  I  get  in  on  this  too?"  people 
king  at  the  time.  More  firms 
11  more  new  issues  arose  to 
le  demand. 

present  go-round  has  been 
nlike  prior  ones  because  the 
mall  brokerage  firms  that  have 
in  recent  years  have  been  dis- 
■s,  not  underwriters.  Although 
rms  have  the  potential  to  play 
erwriter's  role,  thus  far  at  least 
ven't.  With  the  infrastructure 
en  drastically  in  size,  investor 
>ation  in  the  new-issues  game 
n  limited.  So,  the  high-rollers 
sample  had  to  look  elsewhere 
r  action:  to  commodities,  an- 
I  options,  tiny  oil  stocks,  "land 
and  gold  mines. 
>ry  never  repeats  itself  in  quite 
ne  way,  and  the  speculative 
s  found  other  outlets  this 
[n  the  past  12  months  the 
an  Composite  Index  has  virtu- 
lbled.  Its  P/E  ratio  is  a  dizzy  20. 
isn't  a  speculative  blowoff,  I 
now  what  is. 

;t  the  laggard  blue  chips,  inves- 
m  to  be  saying,  the  action  is  in 
i.ialler  companies.   Since  the 
of  1977,  the  Wilshire  Equity 
las  been  above  the  DJI,  and 
d  its  lead  throughout  1978, 
id  1980.  Call  it  a  bull  market  in 
:.  The  prices  attained  have  all 
mess  of  a  souffle'.  How  can  the 
stocks,  many  of  them  unproved 
ntested,  deserve  a  P/E  of  20 
:he  Big  Board's  P/E  is  only  9? 
about   "growth  premiums." 
heard  that  one  all  too  often, 
ict,  judged  by  the  degree  of 
i;ss  with  which  investors  are 
I  on  to  such  Amex  and  o-t-c 
i  it's  a  good  bet  that  the  Wil- 
/ill  meet  the  Dow  on  the  way 
h  rather  than  having  the  Dow 
hp  with  the  broader  index.  Des- 
rn,  not  conviction,  motivated 
r-rchases  that  have  sent  specula- 
S)cks  into  the  stratosphere.  The 
Is  not,  as  institutional  analysts 
I  "firm  hands."  Galloping  infla- 
nixed  with  galloping  greed  is  no 
l  tion  for  a  bull  market. 
II,  then,  is  playing  the  new  is- 
;id  speculative  stocks  with  such 
i  Seasoned  players  principally, 
1  all  of  whom  got  creamed  be- 
ut  as  one  put  it,  "I've  learned; 
'J  out  earlier  next  time." 
i|na  bet?  ■ 


301st  COMMON  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  One  Dollar  and  Fifty  Five 
Cents  ($1.55)  per  share  has  been  declared  upon  the 
Common  Stock  of  American  Brands,  Inc.,  payable  in  cash  on 
December  1,  1980,  to  stockholders  of  record  at  the  close  of  business 
November  6, 1980.  Checks  will  be  mailed. 
C.  A.  Mehos,  Executive  Vice  President  &  Chief  Financial  Officer 

October  28,  1980 

GALLAHER  LIMITED 

The  Franklin  Life  Insurance  Company 

IVIaster  Lock.  Company 

JamrsTB  jBratn  Jllistilling  (£o. 

<g>  Wilson  Jones 

Sunshine  Biscuits,  nc 

Oacushnet  company 

THE  ANDREW  COMPANY 


VISIBLE     RECORD'S.  INC. 


DUFFY  MOTT  COMPANY,  INC. 
W.  ft.  IjSgpB  &  Sons  Cutlery 


American  Brands,  Inc.,  245  Park  Avenue,  New  York,  N.Y.  10167 


Every  year,  United  Way 
successfully  continues  to 
support  local  human 
seryice  agencies  in  commu- 
nities all  across  the 
United  States. 

A  lot  of  the  credit  for 
this  success  goes  to  the  dedi- 
cated efforts  of  people  in 
business— to  top  corporate 
leaders  who  volunteer  their 
,  organizational  skills  and 
™         financial  expertise,  to  middle- 
management  people  who  work  lunch-hours  and  evenings 
to  help  organize  local  campaigns  and  collect  money,  to  the  newest 
mailroom  clerk  who  swallows  his  shyness  and  asks  his  fellow 
workers  for  a  last-minute  contribution. 

And  by  operating  like  any  other  modern,  well-run 
business  enterprise.  United  Way  succeeds  in 
delivering  the  maximum  in  human  services  for 
the  dollars  that  are  collected. 
Thanks  again  for  your  help. 

Thanks  bo  you.  it  works.  For  all  or  us.  United  Way 


A  Public  Service  of  This  Magazine  &  The  Advertising  Council 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Aetna  Life  &  Casualty   118 

Mean  :  211 

Alcoa   211 

American  Building  Maintenance  Inds   173 

American  Can   27,  148 

Amoco   134 

Anheuser-Busch   204 

Arawak  Trust  (Cayman  Islandsl   145 

Aramco   129 

Associated  Booking   157 

Avnet   173 

BMW-STEYR  |W  Germany]   185 

Beneficial  Life  Insurance  190 

Boeing   74 

British  Leyland   181 

Canadian  Pacific  Enterprise  37 

Canellus   37 

Chrysler   9,  34,  181 

Citicorp  1 18 

Coldwell,  Banker   118 

Commercial  Credit  Business  Loans   37 

Company  Stores  Development  1 76 

Connecticut  General   117 

Continental  Can  157 

Daimler-Benz  (W  Germany)   185 

Datsun   9 

Digital  Equipment  118 

Donaldson,  Lufkin  &  lenrette   174 

Eastern  Air  Lines  40 

Ebasco  Services  38 

Equitable  Life  Assurance   1 18 

Equitable  Trust   37 

Exxon   4,  129 

First  Chicago   118 

Ford  Motor  _  9,  33 

Funds  104 

Futura    76 

GATX   52 

General  Atomic   140 

General  Dynamics  74 

GM   9,  25,  33,  184 

General  Optronics   66 

Genesco   196 

Sam  Goody   148 

Gotaas  Larsen   52 

Gulf  Oil   38,  140 

Grumman   38 


Hertz  V.- 
Honda   

Hongkong  N  Kowloon  Wharf  &  Godown 

IU  Intl  

Investors  Life  Insurance  Co. 

of  North  America   

Iowa  Beef  Processors   

lackie  Fine  Arts   

lardine,  Matheson  (U.K.)   

lacobs/Kahan  &  Co  

Jewel  Cos   

lohn  Hancock  Mutual  Life   

Kaiser  Aluminum   

Kernridge   

Koppers   

Litton  Inds   

MGM   

McDonnell  Douglas   

Marine  Transport   

Massachusetts  Financial  Services   

A  T  Massey   

Mazda   

Merrill  Lynch  

Merck  

Metropolitan  Life   

Metropolitan  News   

Mitsubishi  (lapanl   

Mobil   

Muse  Air   

National  Bank  of  Washington   

Nationwide  Life  Insurance   

New  York  Air   

Nissan   

Northern  Telecom   

Ogden   

Oppenheimer  Funds   

OPTIC  

Overseas  Shipholding  Group   

Pan  American  World  Airways   

H.G.  Parks   _  

Pay  Less  Drug  Stores  Northwest   

Pepperidge  Farms   

Petro-Canada   

Pctrofina   .'.  

Phoemx  Mutual  Life   

Pickwick  Intl   

Polygram  


184 

...34 
200 

...52 
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 157 

 185 

 200 

 125 

 70 

 118 

 211 

 134 

 135 

 73 

.20,  173 

 38 

 52 

 190 

 135 

 9 

 204 


 194 

 117 

 150 

 135 

133,  146 

 193 

 193 

 190 

 40 

 34 

 57 

 52 

 190 

 173 

 52 

 146 

 37 

 70 

 27 

 196 

 198 

 117 

  148 

 148 


Prudential  Insurance   

RCA   

Reynolds  Metals   

Rosenberg  Real  Estate  Funds   

Royal  DutchShell  Group  

Russ  Trucking   

Sage  Energy   

St  |oe  Minerals  

Scallop  Coal   

Sears,  Roebuck  

Seatrain  Lines   

Shariah  Group 

(United  Arab  Emirates!  

Shell  Oil   

Shell  Transport  N  Trading   

Simpson  Timber  

Source  Securities   

Southwest  Airlines   

Sprout  Group   

Standard  Oil  (Calif )   

Standard  Oil  |Ohio|   

Sudon  Distributors   

Sun   

Sunbelt  Investments   

Sunstrand  

TR-3  Inds  

Tandy   

Teledyne   

Teleprompter  

Tennis  Lady   

Texaco   

Texaco  Canada   

Texas  Intl  Airlines   

Toyota  

Trailways  

Travelers   

Trus  Joist  

Union  Oil  iCalif.)   

United  Americas  Bank   

Vertipile   

Volkswagen   

Volvo  (Sweden)   

Western  Co  of  North  America   

Western  Geophysical   

Westinghouse  Electric 

Weyerhaeuser   

World-Wide  Shipping  Group  (Hongkongl 


Do  you  know  anybody 
who  is  somebody  inbusin< 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
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Flashbacks 


Edited  By  Dero  A.  Saunders 


He  more  things  change. . .  ." 
$:  s  from  past  issues  of  Forbes 

ears  ago  in  Forbes 

pleasant  things  are  happening, 
ji  business  men  are  becoming  a 
I  icky;  they  can  see  only  one  up- 
t  he  numerous  demoralizing  de- 
lits,  namely,  serious  disaster, 
fcimistic  view,  it  is  true,  can  be 
pi  by  no  end  of  unfavorable  facts. 
I'orough  analysis  of  the  whole 
I,  supplemented  by  interviews 
I  jonsible  leaders  in  finance  and 
fc  industrial  lines,  justifies  this 
|:  conclusion:  The  situation  con- 
lire  favorable  than  unfavorable 
b  and  indications  point,  not  to 
fcbut  to  early  betterment  and  to 
lig  in  of  genuine  prosperity  early 
■w  year. 

Bir  present  economic  structure  is 
ay  torn  down  the  cause  is  likely  to 
jjployment.  The  amount  of  en- 
flisonai  idleness  in  this  country  is 
nflection  upon  the  master  minds 
iiancial  and  business  communi- 
Ire  is  lacking  among  employers  a 
l:ling  of  responsibility,  a  due  real- 
If  what  they  owe  not  only  their 
■:s  but  the  nation.  It  is  a  grossly 
■item  that  annually  throws  many 
is  of  industrious  workmen  out  of 
-lent  during  certain  months 
jjjmaking  the  slightest  provision 
Maintenance  of  the  workers  dur- 
pinvoluntary  idleness. 

I  Rockefeller  once  remarked  to 
ixt  to  doing  the  right  thing,  the 
portant  thing  is  to  let  the  people 
J  lat  you  are  doing  the  right 
[  1  .  Ill-will  can  hurt  an  enterprise 
i  lerable  ways.  For  example,  when 
^■>any  has  a  strike,  public  opinion 
y  inclined  to  side  with  the  man- 
if  the  company's  reputation  has 
:en  beyond  reproach,  whereas  a 
j'vhich  has  incurred  the  public's 
Vk  suspicion  finds  public  senti- 
juging  itself  on  the  side  of  the 

I  The  following  newspaper  dis- 
jiich  in  significance: 

i  oard  of  directors  [of  the  Penn- 
41  Railroad  Co.]  has  retained 
Lee,  formerly  executive  assis- 

II  the  company,  to  act  in  an 
II'  capacity  in  matters  of  pub- 
1'id  public  relations. 

I  t  of  the  gods  do  grind.  The  very 
iheir  courses  conspire  to  correct 
'Power  misapplied,  in  time  is 
powerless.  Rapacity  always  in- 
venge.  We  have  repeatedly 
profiteers  that  they  were  court- 


ing disaster.  The  amount  of  profiteering 
which  has  been  indulged  in  during  the 
last  four  years  has  been  a  disgrace  to 
America.  It  is  not  over  yet.  But  already 
retribution  is  at  work.  Those  who  boost- 
ed prices  most  iniquitously  have  suffered 
most  since  the  collapse  came.  What  is 
happening  in  coal  is  a  shining  example  of 
what  profiteers  have  [done).  .  .  . 

Fifty  years  ago 

The  [old-fashioned]  drugstore  might  not 
have  been  the  gathering  place  that  the 
grocery  was,  but,  as  an  institution,  it  was 
of  equal  importance.  Painters  loafed  in 
there,  examining  the  high  rack  of  color 
tints,  and  talking  of  difficult  jobs,  such  as 
"putting  the  primer"  on  the  Linsley 
house.  Paperhangers  waited  long  hours 
while  a  clerk  covered  himself  with  dust 
from  gilt  designs  as  he  trimmed  the  rolls 
on  a  long  table  of  boards  mounted  on 
saw-horses.  He  used  a  knife  and  a  yard- 
stick to  get  the  edges  straight.  Doctors 


H.M.  Campbell,  manager  of  Canadian 
[ohnson  Motor  Company,  Ltd.,  writes: 

"You  foretold  and  warned  Forbes  read- 
ers in  the  summer  of  1929  to  be  prepared 
for  the  certain  reckoning  that  was  to 
follow  the  heyday  of  stock  speculation, 
overproduction  and  easy  money.  Those 
that  believed  your  prediction  true  profit- 
ed by  it.  Your  advice  now  that  pessi- 
mism on  the  part  of  business  men  be 
replaced  by  optimism  and  common- 
sense  should  be  followed  by  those  that 
profited  by  your  advice  in  1929." 

Twenty  five  years  ago 

Last  month  Henry  Clay  Alexander,  53, 

Tennessee-bom  lawyer  and  new  chair- 
man of  J. P.  Morgan  &  Co.,  gave  more  than 
one  Wall  Streeter  the  impression  that  at 
least  some  things  were  changing  in  the 
venerable  old  bank.  In  the  era  of  Morgan's 
greatest  power  and  influence,  the  firm's 
chairmen  rarely  voiced  their  opinions 
publicly.  Tossing  aside  this  tradition, 


.JK     I'  &rRF 
A  1930  recollection  of  an  otd-fasoioned  drug. 


were  frequent  callers,  too.  Shallow  glass 
cases  surmounted  long  counters  on  ei- 
ther side.  Pine  shelves  against  the  wall 
held  a  weird  conglomeration  of  bottles 
and  jars.  Batteries  of  deep  drawers 
abounded,  and,  as  a  precaution  against 
thieves,  the  cash  was  kept  in  a  box 
marked  "Ipecac."  There  was  a  huge 
stove  in  the  rear  surrounded  by  its  boxes 
of  sawdust — and  the  safe  .  .  .  | which] 
fairly  palpitated  with  permanence. 

It  is  notable  that  the  vogue  of  the  gaily 
colored  car  has  waned.  Current  offerings 
are  rich  and  dignified  in  color  treatment 
and  for  the  first  time  since  lacquer  finishes 
were  introduced  black  is  the  leader  in 
public  choice.  Since  the  end  of  1928,  blue 
was  predominant  until  brown  took  the 
lead  at  the  beginning  of  the  present  year, 
but  only  for  a  brief  season.  The  most 
popular  colors,  in  order,  are  now  given  as: 
black,  blue,  brown,  green,  maroon. 


Chairman  Alexander  stood  up  last  month 
and  delivered  a  speech  before  the  New 
York  Chamber  of  Commerce  on  a  subject 
close  to  every  banker 's  heart :  inflation  and 
the  credit  situation.  The  inflation  danger, 
said  Alexander,  was  no  longer  great 
enough  to  justify  further  curbs  on  credit. 
"For  the  moment,"  said  he,  "money  is 
dear  enough  and  tight  enough." 

Electronic  computers  of  the  big,  general 
purpose  type  are  now  a  billion-dollar 
business,  according  to  government  ex- 
perts. Individual  computers  cost  as  much 
as  $1.5  million  for  the  forthcoming  Data- 
matic  1000,  a  joint  Raytheon-Minneapo- 
lis-Honeywell  project.  IBM,  easily  the 
leader  in  the  field,  has  already  installed 
about  $200  million  worth  of  its  so-called 
U.PP  series.  Other  giant  companies  ac- 
tive in  the  field  include  Burroughs  Corp. 
and  Sperry-Rand. 
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To  lift  up  a  fallen  man 
is  good.  To  help  him  lift 
himself  up  is  better. 
Frank  Tyger 


When  the  fight  begins  within 
himself,  a  man's  worth  something. 
Robert  Browning 


The  highest  service  we  can 
perform  for  others  is  to 
help  them  help  themselves. 
Horace  Mann 


If  you  are  too  fortunate, 
you  will  not  know  yourself. 
If  you  are  too  unfortunate, 
nobody  will  know  you. 
Thomas  Fuller 


Poverty  is  not  the  absence 
of  goods,  but  rather  the 
overabundance  of  desire. 
Plato 


A  Text . . . 

For  the  poor  shall  never 
cease  out  of  the  land: 
therefore  I  command  thee, 
saying,  Thou  shalt  open 
thine  hand  wide  unto  thy 
brother,  to  thy  poor,  and 
to  thy  needy,  in  thy  land. 
Deuteronomy  15:11 


Sent  in  by  Henry  C.  Hassol,  Pembroke  Pines, 
Fla.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Labor — the  expenditure  of 
vital  effort  in  some  form  is 
the  measure,  nay,  it  is  the 
maker  of  values. 
Josiah  G.  Holland 


Show  me  a  thoroughly 
satisfied  man  and  I  will 
show  you  a  failure. 
Thomas  Alva  Edison 


Thoughts 

on  the  Business  of  Lite 


When  you  start  to  think 
that  you  deserve  your 
blessings,  you  don  't 

If  you  expect  nothing, 
you're  apt  to  be  surprised. 
You'll  get  it  * 
Malcolm  Forbes 


So  long  as  you're  green, 
you  can  grow.  It's  when 
you  think  you're  ripe  that 
you  begin  to  get  rotten. 
Billy  Southworth 


When  you  think  you're  good, 
you've  quit  thinking. 
Hal  Stebbins 


Those  who  are  the  happiest 
do  not  have  too  many 
happiness  requirements. 
Robert  Half 


From  nothing  nothing, 
and  to  nothing  nothing. 
Persius 


One  is  never  more  on  trial 
than  in  the  moment  of 
excessive  good  fortune. 
Lew  Wallace 


It  is  the  preoccupation  with 
possession,  more  than  anything 
else,  that  prevents  men  from 
living  freely  and  nobly. 
Bertrand  Russell 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $7.95  plus  SI  for  postage  and 
handling.  Send  check  and  order  to  Forbes 
Inc.,  60  Fifth  Avenue,  New  York,  NY. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


My  motto  is:  Contented  wi( 
little,  yet  wishing  for  more. 
Charles  Lamb 


It  is  a  miserable  state  of  mirj 
to  have  few  things  to  desire, 
and  many  things  to  fear. 
Francis  Bacon 


The  greatest  wealth  is 
contentment  with  a  little. 
John  Ray 


People  seem  not  to  realize  tl 
their  opinion  of  the  world  is 
also  a  confession  of  characte) 
Ralph  Waldo  Emerson 


Man  does  not  live  long  enou) 
to  profit  from  his  faults. 
Jean  de  la  Bruyere 


He  is  a  wise  man  who  does  a 
grieve  for  the  things  which 
he  has  not  but  rejoices  in 
those  which  he  has. 
Epictetus 


Poor  and  content  is 
rich  and  rich  enough. 
Shakespeare 


Generous  deeds  would  be 
repeated  oftener  if  more 
gratitude  had  been  shown 
for  the  first  ones. 
William  Feather 


Gratitude  is  a  burden 
upon  our  imperfect  natures. 
Lord  Chesterfield 


This  is  the  sum  total  of 
Thanksgiving  lore:  Not  to  be 
thankful  until  you're  tired  of 
what  you're  being  thankful  fo 
Ogden  Nash 


Being  ungrateful  for  what 
you  get  never  gets  you  more. 
Arnold  Glasow 
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FORBES,  NOVEMB? 


THE  PRO  IN  PROJECTORS. 


i  camera  owners  would  love  a  Kodak 
isel  slide  projector  for  Christmas'.  It's  the 
;tor  that's  as  sophisticated  as  the  camera 
wn— with  the  capabilities  to  get  the  most 
35  mm  photography, 
andard  features  include  dependable 
/  feed,  Ektanar  C  curved-field  lens, 


immediate  replay,  and  whisper-quiet 
screening.  Optional  features  include  automatic 
focusing,  automatic  advance,  and  multivoltage 
—to  allow  Carousel  projectors  to  be  used 
anywhere  in  the  world. 

No  wonder  so  many  }f^n 
photographers  go  for  the  pro. 


Kodak  Carousel 
slide  projectors 
for  the  home. 


1980 


Americas  Storyteller 


The  many  facets  of 
The  Crown  Jewel  of  England." 
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Why  give  the  common, 
when  you  can  give  the  preferred. 

Tanqueray  Gin.  A  singular  experience. 
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Features 


Airlines:  Playing  Hardball 

With  pilot  labor  negotiations  coming  up  next  year,  the 
nation's  struggling  major  airlines  ought  to  note  how  Pacific 
Southwest  Airlines  settled  its  pilot  strike  33 

Companies:  Schlitz  Brewing 

You've  probably  seen  the  commercials:  "I'm  Frank  Sel- 
linger  .  .  .  master  brewer."  Unfortunately,  more  than  the 
brewmaster's  art  is  required  this  time  34 

Companies:  Allegheny  Ludlum 

Did  Clint  Murchison  get  the  gold  mine  or  the  shaft?   36 

Government:  Welcome  To  Reincentivation 

Don't  look  for  the  word  in  Webster's.  Reagan's  transition 
chief  made  it  up  37 

Companies:  AM  International 

The  unflappable  Roy  Ash  has  survived  a  Watergate-era  term 
as  Richard  Nixon's  budget  director  and  the  dark  days  when 
Litton  Industries  was  sinking  into  decline.  They  didn't 
throw  him,  and  neither  does  the  travail  of  the  big,  bleeding 
company  he  is  trying  to  save.  But  somehow  it  seems  that 
everything  he  says  he  has  said  before — and  better  38 

Companies:  Amdahl  Corp. 

To  hear  Chairman  Gene  White  tell  it,  relations  with  the  $2 
billion  Japanese  giant  that  owns  over  25%  of  his  company 
could  not  be  better.  So  why  is  he  so  touchy?   39 

The  Funds:  Eberstadt  Asset  Management,  Inc. 

A  trend?  Or  a  top?   45 

Banking:  The  Washington  Connection 

Another  brouhaha  is  brewing  in  the  nation's  capital — this 
one  involving  bankers,  not  politicians  48 

The  Numbers  Game:  Never  A  Cop  When  You  Need  One 

Every  year  thousands  of  investors  are  cheated  in  fraudulent 
private  placements.  But  the  SEC  is  doing  virtually  nothing 

about  it  57 

Regulation:  Making  Pure  Water  Purer 

Could  the  EPA  hard-liners  at  last  be  right?   63 


The  Up-And-Comers:  Hi-Shear  Industries 

Dave  Wingate's  little  company  makes  the  nuts  and  boll 
that  hold  airplanes  together — virtually  all  of  them  in  th 
Western  World  6 

Profile:  Financier  Henry  Crown 

Still  wheeling  and  dealing  at  84  7 

Companies:  Sherwin-Williams  Co. 

John  Breen  can  hardly  boast  that  his  114-year-old  pain  a:  a; 
company  has  a  dazzling  glow.  But  he's  laying  down  a  soli  •  o 
coat  of  primer  

Companies:  Houston  Oil  &  Minerals 

You caw  go  home  again,  it  turns  out  
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Companies:  Heinz 

Tony  O'Reilly  is  the  kind  of  fellow  who  would  push  his  bi 
food  conglomerate  into  high-fructose  com  sweeteners  an 
then  hedge  his  bets  by  acquiring  Weight  Watchers  Intern; 
tional.  He  might  even  find  a  bit  of  Irish  humor  in  it.  It's  no 
all  Irish  humor  around  Heinz  these  days,  but  O'Reilly 
making  progress  9 

Companies:  Heublein 

Sadder,  and  much  wiser  


Companies:  Advanced  Micro  Devices 

What  is  Jerry  Sanders  doing  running  bunches  of  asparagt 
up  the  company  flagpole?  ltdoes  have  something  to  do  wit 
integrated  circuits,  he  says.  It  also  has  something  to  do  wit 
salesmanship,  Jerry  Sanders'  forte  10 


Companies:  ConAgra 

Mike  Harper  is  trying  to  build  Omaha's  old  Nebrask  ifcp 

Consolidated  Mills  into  one  of  the  country's  premier  foo  Vi o 

companies  on  a  simple  premise  11 
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Cover  Story:  Colored  Stones — The  New  Hot  Game 

If  you  missed  silver  at  $4  an  ounce,  gold  at  $350  and  E  "ftii- 
flawless  diamonds  at  $7,500  a  carat,  how  about  emeral 
rubies  or  sapphires?  It's  a  new  game  for  most  Americ 
and  one  where  you  should  be  very,  very  careful  1 
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Heinz:  "Now  I 
link  we  have 
'ability,  image  and 
ach,"  says  Tony 
'Reilly.  Might  that 
ach  include  another 
nit  with  Campbell? 
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Let's  have  disposable 
retirement  income, 

not  disposable  retirees. 

Despite  $609  billion  in  pension  funds  today,  tomorrow  could 
be  less  than  golden. 

More  men  and  women  are  retiring,  often  years  earlier,  and 


living  to  collect  checks  longer.1  While  inflation's  share  of  those 
checks  keeps  increasing. 

Can  Social  Security  prevent  disaster?  At  best,  it's  a  partial 
answer.  At  worst,  it  may  go  broke  unless  its  bite  on  salaries  goes 
much  deeper  or  its  provisions  change  drastically.2 

The  burden  is  on  private  pensions.  And  we  at  iEtna  Life  & 
Casualty  are  convinced  private  pensions  can  help  shoulder  it. 

Employers  can't  pull  dollars  out  of  thin  air.  So  let's  change 
tax  laws  that  discourage  small  businesses  from  setting  up  pensions 
in  the  first  place.3 

Let's  also  give  employees  incentives  to  put  a  little  extra  into 
their  company  pension  or  savings  plan.  And— especially  impor- 
tant for  today's  mobile  work  force— improve  their  pension 
vesting. 

Neither  last  nor  least,  pensions  should  be  better  designed 
to  stave  off  the  munching  of  inflation.  ^Etna's  acutely  aware  of 
this  problem,  and  we're  working  on  it.4 

If  you  don't  want  the  American  dream  of  retirement  to  be 
permanently  retired,  use  your  influence  with  the  powers  that  be 
—as  we  are  trying  to  use  ours. 

Jfrna 

wants  retirement  to  be  affordable. 


'America  is  crossing  over  to 
what's  been  called  "the  other  side 
of  the  baby  boom."  The  median 
age  is  shifting  upwards,  and  with 
it  the  proportion  of  over-65's  to 
the  general  population.  In  1979 
there  were  5.4  workers  to  every 
retiree,  as  opposed  to  7.5  to  1  in 
1950,  and  by  2030  the  ratio  will 
be  about  3  to  1. 

2Social  Security  was  never 


intended  to  be  more  than  a  basic 
system  supplemented  by  private 
pensions  and  individual  savings. 
The  price  for  forgetting  this  has 
been  high  and  promises  to  get 
higher:  combined  employer/em- 
ployee FICA  taxes  on  our  grand- 
children's salaries  could  reach 
25%.  Of  course,  there  are  alter- 
natives. Social  Security  could  in- 
crease the  official  retirement  age. 


pay  benefits  based  on  govern- 
ment-determined need,  or  simply 
. . .  reduce  benefits  in  general! 

^Two-thirds  of  small  busi- 
nesses surveyed  in  1978  offered 
no  pension  plans  at  all.  One  rea- 
son: Typically,  big  employers  can 
write  off  461  in  taxes  for  every 
pension  dollar  they  contribute, 
while  most  small  ones  can  only 
write  off  about  20<t .  In  some  cases, 


they  can't  write  off  anything. 

4Our  real  estate  and  participat- 
ing mortgage  separate  accounts, 
for  example,  are  designed  to  offer 
larger  returns  in  the  face  of 
double-digit  inflation. We've  also 
helped  fund  the  Pension  Research 
Council's  study  of  pensions  and 
inflation. 


/Etna  Life  &  Casualty. 
151  Farmington  Avenue. 
Hartford.  CT  06156. 
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All  that  sparkles  . . . 


4i 


These  earrings  fetched  SO  6  million  at  an  auction  in  Genera,  duly  toted  on  the 


This  is  a  true  story  but  with  the 
names  and  places  slightly  changed 
to  protect  some  confidences.  The 
time  is  1968.  A  California  doctor  friend, 
an  upright,  decent  man,  is  talking  about 
a  proposal  from  his  partners  in  group 
practice  to  take  on  a  big  mortgage  to  buy 
their  own  hospital.  The  doctor  said:  "My 
partners  want  me  to  go  in,  but  you  know 
my  frugal  upbringing.  I  just  can't  see  my- 
self taking  on  all  that  debt."  Inhibited  by 
an  ingrained  financial  prudence,  he 
missed  out  on  a  very  lucrative  invest- 
ment. Twelve  years  passed.  A  couple  of 
months  ago  I  had  a  letter  from  the  same 
man.  It  began:  "Dear  Jim:  What  can  you 
tell  me  about  Amalgamated  Diamond  In- 
vestments Ltd.  [name  fictional]-  I'm 
considering  buying  some  diamonds  for 
the  hard-money  part  of  my  portfolio." 

The  "hard-money  part  of  my  portfo- 
lio!" I'm  not  making  any  of  this  up:  Here 
was  a  man  who  a  dozen  years  before 
wouldn't  even  borrow  to  finance  his  own 
business.  Now  he's  a  speculator  in  the 
unfamiliar,  sight  unseen.  Isn't  this  the 
story  of  us  all?  A  nation  that  once  saved 
and  invested  and  considered  debt  at  best 
a  necessary  evil.  A  nation  that  today 
gambles  in  diamonds,  gold  bars  and  art 
deco  ashtrays  and  regards  big  borrowing 
as  a  smart  thing.  A  nation  where  paper 
printed  by  LeRoy  Neiman  is  now  consid- 


pal 


ered  a  better  store  of  value  than 
printed  by  the  U.S.  Treasury. 

We  don't  know  where  it  will  end,  1 
we  worry  when  doctors  from  Santa  B 
bara,  who  were  once  afraid  of  debt,  ni 
buy  diamonds  on  margin.  Hence  the  a 
tionary  cover  story  in  this  issue,  wherl 
Senior  Editor  Paul  Gibson  warns  of  I 
pitfalls  of  "investing"  in  gemstones. 

Gibson,  by  the  way,  did  an  intngui 
cover  piece  for  us  on  De  Beers  and  1 
diamond  trade  on  May  28,  1979.  Wl 
struck  him  as  a  big  difference  betwfl 
diamonds  and  colored  stones  was  tq 
"There's  something  cold,  abstract  atxj 
diamonds,"  he  says.  "During  the  weeH 
researched  the  diamond  article  I  scara 
saw  a  real  sparkler.  In  the  weeks  I  w 
making  the  rounds  with  Forbes'  Joi 
than  Greenberg  and  Ellen  Paris  to  see  1 
colored-stone  boys,  they  would  thj 
nothing  of  spreading  a  whole  array} 
stuff  out  on  a  table — millions  ot  dolU 
worth.  'Aren't  they  beautiful?'  thd 
ask.  Colored  stones  are  like  that — inl 
mal,  emotional."  And,  we  could  add, . 
cordingly  a  good  deal  riskier  for  would] 
investors.  The  people  who  paid  $6.6  m 
lion  for  what  were  allegedly  Empress 
ah's  diamond  earrings  at  Sotheby's  C 
neva  auction  (picture)  may  have  knoi 
what  they  were  buying.  But  doynu  rea 
know  a  red  spinel  from  a  ruby- 


F  - 


We  at  Forbes  are  true  believers  in  the 
virtues  of  free  trade.  Whatever  the  incon- 
veniences, free  trade  makes  basic  com- 
mon sense,  enriching  all  parties  and  giv- 
ing consumers  additional  freedom  of 
choice.  But  it  will  not  work  without  good 
faith  and  reasonable  restraint  among  all 
the  participants.  Forbes  Midwestern  Bu- 
reau Chief  Bob  Tamarkin  was  interview- 


ing General  Motors'  new  boss,  Roj 
Smith,  last  month  when  word  cai 
through  that  Washington  had  reject 
Detroit's  bid  for  tariffs  and  quota  restr 
tions  on  Japanese  auto  imports.  Smit 
disappointed  reaction  was  significa: 
You'll  find  it  in  "Faces  Behind  The  F 
ures"  on  page  180.  We  hope  our  Japant 
friends  are  listening. 


Editor 
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Now  our  name  stands  for  a  lot  more. 

"Systems  For  Business" accurately  describes  some  of  the  products  we  sell 
today. . .  and  most  of  what  we  plan  to  bring  out  in  the  future. 

Monroe  will  always  be  known  for  quality  calculators,  many  of  which 
are  sophisticated,  programmable  calculating  systems.  And  we  have 
electronic  bookkeeping  machines  that  can  be  programmed  to  almost  any 
business  operation  from  an  extensive  library  of  Monroe  software. 

Soon  we  will  expand  our  line  to  include 
other  systems  for  business-like  an 
occupational  computer,  for  example. 

But  this  won't  change  our  way  of 
doing  business. 

We're  increasing  our  continental 
network  of  branch  offices  (which  now 
■number  over  350)  staffed  with  sales, 
service  and  programming  specialists,  to  " 
back  quality  products  with  service  second 
to  none.  And,  as  always,  shouldering  sole 
responsibility  for  their  performance. 

No  matter  what  the  product,  there's 
one  thing  the  name  Monroe  stands  for: 
Excellence  you  can  count  on. 


m 
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□  MONROE 

utton  Systems  For  Business 

The  American  Road.  Morris  Plains.  N  J  07950 


When  you  staiM 
for  your  new  car,  don't  ftp  j 
It's  the  only  one  tMw 


OPTIONS 


Ask  for  the  Ford  Extended  Service  Plan  by  nai 


0; 


icking  options 

et  Ford's  Ultimate  Option 

ould  pay  for  itself. 


ORD'S  ULTIMATE  OPTION-E.S.P. 


EXTENDED 

SERVICE 

PLAN 


Motor  Company's 
Service  Ran  is  our 
e  Option,  tfs  designed  to 
r  you  long-term  protection 
inst  rising  service  costs. 

h  h  long  is  long-term 
flection?" 

bout  as  long  as  you  want, 
are  three  Extended 
Ice  Plans  to  choose  from, 
n  purchase  a  maximum 
age  plan  of  3  years/ 

miles  or  5  years/50.000 
The  third  plan  is  the 
ain  plan  of  5  years/ 
miles. 

i  on  what?" 

Hon  against  the  cost  of 
'  repair  bills  on  your 
built  car  or  light  truck.  Your 
pr  can  give  you  all  of  the 
tic  information  about  the 
I  coverage  of  each  plan. 

[  does  it  work?" 

brk  covered  by  E.S.P,  you 
est  a  $25  deductible  per 
|  visit  under  either  of  the 


two  maximum  coverage  pians, 
or  $50  under  the  powertrain 
plan . , .  regardless  of  the  cost  of 
all  labor  and  parts  needed. 

"What  If  they  tie  up  my  car?" 

As  you  know,  most  Dealers 
cannot  provide  free  loaners 
while  a  car  is  being  repaired  But 
under  the  provisions  of  E.S.R,  if 
your  car  needs  to  be  kept 
overnight  for  repair  under  the 
original  new  vehicle  warranty  or 
the  repair  of  E.S.P -covered 
components  thereafter,  you're 
provided  a  rental  car  reimburse- 
ment allowance  of  up  to  $15  per 
day  for  up  to  five  days  (mileage 
charges  are  excluded). 

"What  If  I  sell  my  car  while  It's 
still  covered?" 

For  a  small  fee,  the  new  owner 
can  transfer  the  remaining 
coverage  And  E.S.R  with  all  of  its 
benefits  stays  in  effect  for  the  fui 
length  of  the  original  contract.  It 
can  be  a  strong  selling  point. 


"Suppose  I'm  out  of  town . . .?" 

The  Ford  Extended  Service  Plan 
is  the  one  and  only  plan  thafs 
honored  by  more  than  6400 
Ford  and  Lincoln-Mercury 
Dealers  throughout  the  U.S.  and 
Canada.  That  can  mean  real 
peace  of  mind  wherever  you  are. 

"Okay ...  but  is  ft  expensive?" 

The  cost  of  E.S.R  is  surprisingly  low 
And  it  can  be  added  to  your 
monthly  payment  if  you  finance 
your  new  vehicle.  When  you 
consider  your  investment  and 
the  length  of  time  you'll  probably 
keep  your  next  car,  and  when 
you  consider  how  inexpensive 
this  broad  protection  can  be,  it 
just  makes  good  sense  to  con- 
sider our  Ultimate  Option . . .  E.S.P 


other  plan  is  backed  by  the  Ford  Motor  Company. 


Irends 


Edited  By  John  A. (Conway 


Japan's  wildcatters 

The  Japanese  are  stepping  up  their  in- 
volvement in  exploring  for  oil  and  gas  in 
the  U.S.  During  the  past  year,  Dig  Japanese 
companies  like  C.  Itoh  and  Mitsubishi 
have  teamed  up  with  American  and  Cana- 
dian wildcatters  tosink  wells  from  Alberta 
to  the  Gulf  of  Mexico.  Itoh  has  joined  ten 
American  companies  searching  the  Wil- 
liston  Basin  on  the  North  Dakota-Mon- 
tana border,  with  a  5%  interest  in  a 
venture  that  calls  for  36  test  wells  (more 
than  20  have  already  been  drilled).  Mitsu- 
bishi has  set  up  a  subsidiary  in  Houston  to 
search  with  Aminoil  U.S.A.  in  Texas  and 
in  the  Rockies.  Idemitsu  has  created  a 
Denver  company  that  is  helping  Natomas 
hunt  oil  and  gas  in  Wyoming  (and  footing 
two-thirds  of  the  cost)  and  working  with 
Hamilton  Brothers  in  Texas,  with  a  one-, 
third  interest.  Before  the  end  of  this  year, 
another  Japanese  company,  Japex,  expects 
to  begin  a  two-to-three-year  search  in 
Canada's  Black  Warrior  Basin.  This  is  a 
50-50  deal  with  an  Alberta  firm,  with 
Japex  anteing  up  about  $  1 0  million  toward 
the  cost.  The  Japanese,  who  have  no  oil  at 
all  in  their  home  islands,  are  concentrat- 
ing on  North  America  because  the  U.S.  is 
far  and  away  the  most  active  country  in  oil 
andgas  exploration.  None  of  the  oil  and  gas 
discovered,  of  course — and  some  wells  are 
already  producing — can  be  exported.  So 
why  are  the  Japanese  looking  for  it  ?  Appar- 
ently because  even  if  they  can't  use  the 
product,  they  can  use  the  money  to  buy 
other  fuel. 


Who  spends  what  on  which 

A  43-country  survey  reported  by  the  Ag- 
riculture Department  ranks  the  U.S. 
fourth  in  per  capita  disposable  income. 
The  scoresheet,  based  on  1977  figures, 
put  the  Swiss  first  with  $8,823,  followed 
by  the  Danes  ($8,295),  Swedes  ($8,266) 
and  Americans  ($7,666).  Americans, 
however,  spent  least  on  food — 16.5% — 
and  only  13.6%  if  tobacco  and  alcoholic 
beverages  were  eliminated.  The  average 
Russian,  with  $2,658  in  disposable  in- 
come, spent  45%  of  it  on  food.  The  Irish, 
with  disposable  income  of  $2,420, 
washed  12.6%  of  it  away  on  alcohol,  tops 
in  the  world,  with  the  Hungarians 
(11.6%)  and  the  Poles  (11.5%)  as  leading 
contenders. 


Paper  chase 

A  computer  bank  run  by  the  Securities  & 
Exchange  Commission  tracked  down 
$20  million  worth  of  lost,  stolen  or  coun- 
terfeit securities  in  the  first  half  of  1980. 
The  546  certificates  identified  were 
worth  almost  3  times  the  value  of  the 
1,157  spotted  during  all  of  1979.  More 


than  1 7,000  banks  and  brokers  must 
check  securities  they  receive  against  the 
computer  file  of  lost,  strayed  or  fake  pa- 
per the  SEC  has  in  Wellesley  Hills,  Mass. 
More  than  99%  of  the  queries  are 
cleared;  the  .remainder  are  reported  by 
the  SEC  to  the  institution  making  an 
inquiry,  the  one  reporting  the  loss  and 
the  FBI.  The  SEC  and  its  data  bank  still 
have  a  long  way  to  go.  In  the  first  half  of 
1980,  more  than  136,000  securities  were 
reported  as  lost,  stolen  or  counterfeit  and 
more  than  35,000  were  recovered  or 
cleared  up  by  normal  cross-checks  that 
didn't  need  the  Wellesley  computer. 


The  money  machine 

Uncle  Sam's  moneymakers  at  the  Bureau 
of  Engraving  &  Printing  have  just  or- 
dered two  new  printing  presses — from 
De  La  Rue  Giori  S.A.,  a  Swiss  firm.  ("We 
don't  get  much  competition  from  Ameri- 
can companies,"  a  Bureau  official  says 
dryly.)  The  new  machines  can  each  turn 
out  384,000  greenbacks  an  hour,  but  the 
Swiss  don't  want  any.  De  La  Rue  is  tak- 
ing payment  in  deutsche  marks,  8.5  mil- 
lion of  them. 


Happy  New  Tear 

The  fact  that  1981  isn't  a  big  year  for 
labor  contracts  doesn't  mean  there  won't 
be  fireworks.  The  docket  includes  airline 
pilots  and  United  Air  Lines  in  February; 
coal  miners  in  March;  railroad  unions  at 
the  same  time,  and  expected  to  drag  on, 
as  usual,  into  the  summer.  April  will 
bring  the  regular  batch  of  construction 
contracts  and  those  15%-a-year  deals  al- 
ready okayed  on  the  West  Coast  will 
provide  a  target  to  shoot  for;  July  will  see 
the  West  Coast  longshoremen  at  the  ne- 
gotiating table,  and,  some  excitement  for 
the  new  Administration,  the  postal  work- 
ers, who  have  been  talking  strike.  With 
the  end  of  the  year  come  the  sometimes 
tough  Machinists'  airline  mechanics. 


The  imported  losers 

Detroit's  impassioned  pleas  for  protec- 
tion against  imported  automobiles  might 
indicate  that  all  the  foreign  nameplates 
are  prospering,  but  such  is  not  the  case. 
Italy's  Fiat  sold  31,000  cars  in  the  U.S. 
through  September  of  this  year,  a  de- 
crease of  38%.  Volkswagen's  imported 
Rabbits,  Porsches  and  Audis,  at  109,000, 
were  off  30%,  and  the  gains  scored  by 
the  models  VW  assembles  in  the  U.S. 
were  not  enough  to  offset  the  drop.  Ger- 
many's more  expensive  imports,  Mer- 
cedes and  BMW,  are  up  for  1980  but 
Ford's  little  Fiesta  is  down.  So  are  the 
Swedish  Volvo  and  Saab,  and  Japan's 
Mitsubishi,  sold  in  Chrysler  showrooms, 


is  down  2%,  with  a  total  of  109,01 
vehicles.  The  big  gainers  are  two  oth 
Japanese  manufacturers,  Nissan  Mota 
(Datsun)  and  Toyota. 


Hope  for  the  highflyers 

Now  that  a  fatter  paycheck  usual 
means  a  higher  tax  bracket  and  inflatH 
eats  away  at  what  the  IRS  leaves,  it  cou 
be  time  for  the  return  of  the  tax-defern 
stock  option,  outlawed  by  Congress 
its  1976  tax  reforms.  Since  then,  tl 
employee  who  exercised  an  option  h. 
any  gain  taxed  as  ordinary  income.  In  tl 
good  old  pre- 1976  days,  which  mai 
businessmen  would  like  to  see  again,  d 
tioned  stock  could  be  sold  and  taxed 
the  far  lower  capital  gains  rate.  Pressu 
for  a  return  is  coming  especially  fro 
burgeoning  high-technology  companu 
"Managers  of  these  highflyers,"  sa 
Washington  lawyer  Paul  Oosterhu 
"were  ticked  that  if  they  took  the  a 
tion,  their  gain  was  sliced  in  half.  So  th 
just  held  them  through  the  run-up."  Lo 
isiana's  Democratic  Senator  Russi 
Long  included  a  provision  to  resurre 
the  tax-deferred  stock  option  in  a  bill  f 
Finance  Committee  approved  in  Se 
tember.  That  will  die  in  the  curre 
lame-duck  session  of  the  outgoing  Co 
gress  but  Long's  successor  as  committ 
chairman,  Kansas'  Republican  Senat 
Robert  Dole,  is  considered  very  likely 
support  the  same  kind  of  measure. 


Hustling  101 

"Entrepreneur,"  a  word  that  once  mea 
a  hustler  with  his  office  in  his  hat,  h 
gone  respectable.  Today  147  colleges,  i 
eluding  the  likes  of  Harvard,  Stanfoi 
Chicago  and  Cornell,  offer  courses  in  tl 
art  of  doing  business  for  yourself;  a  dozi 
years  ago  only  16  did  so.  Professor  K; 
Vesper  of  the  University  of  Washingti 
started  tracking  the  trend  in  1969  whe 
he  began  his  own  program,  using  enj 
neenng  students  to  design  products  x 
business  students  to  exploit  them.  Tl 
entrepreneurship  courses,  he  says,  can 
about  in  part  in  response  to  student  s 
tivism  in  the  1960s.  "The  schools  at  tl 
time  just  got  down  on  their  knees,"  1 
says,  "offering  credits  for  subiects  th 
had  been  considered  somewhat  illeg: 
imate."  Healthy  iniections  of  fedei 
money  helped.  The  National  Scien 
Foundation,  then  funding  "innovatu 
centers"  to  stimulate  new  business* 
was  impressed  by  a  Vesper  paper  on  tl 
campus  programs  and  asked  him  for  a 
other  report.  In  1973  the  NSF  started 
million  programs  at  three  schools  in  su 
port  of  its  innovation  centers.  The  ne 
year  the  Small  Business  Administratu 
began  paying  business  schools  to  se: 
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When  you're  looking  to  trim  business  costs, 
look  no  further  than  your  telephone.  An 
archaic  telephone  system  wastes  thousands 
and  thousands  of  dollars  in  recurring  rental 
costs  and  delivers  inefficient  business 
communications  in  the  process. 

General  Dynamics  Communications 
Company  can  help  cut  the  cost.  As  the 
nation's  largest  business  telephone 
specialist,  we  have  the  experience  to 
analyze  your  communications  needs  and 
develop  a  responsive  system.  We'll  prove 
the  economy  and  efficiency  of  the  system 
we  propose,  on  paper,  before  you  incur  any 
equipment  costs.  Then,  when  you're 
satisfied  that  you're  really  going  to  save 
money,  we'll  install  the  system,  maintain  it, 
and  train  your  people  in  how  to  use  it. 
Instead  of  just  delivering  telephone 
equipment,  GDCC  delivers  cost-saving 
solutions. 

Put  your  old  fashioned  telephone  to 
its  best  possible  use.  Pick  it  up,  and  call 
General  Dynamics  Communications 
Company  today. 

Call  toll  free:  800-528-6050  Ext.  1480 

(In  Arizona  call  800-352-0458  Ext.  1480) 

Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis.  Missouri  63141 

GENERAL  PVNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 
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How  much  of  my 
investments  should 
be  in  gold? 

And  7  other  questions 
about  gold  you  may  want  answered. 


iff 


There  are  now  4  sizes  of  Krugerrands: 
The  famous  size  that  contains  exactly 
1  troy  ounce  of  pure  gold,  and  the  3 
new  sizes  of  exactly  1/2  ounce,  1/4 
ounce  and  1/10  ounce  of  pure  gold. 


Getting  into  gold  is  a  new  experi- 
ence for  many  Americans.  You  may 
have  some  important  questions. 
Then  consider  this:  One  reason 
thousands  of  people  call  Monex 
(toll-free)  is  to  get  immediate,  spe- 
cific answers  to  their  questions 
I  •   about  gold.  Monex  has  a 
trained  staff  of  more  than 
a  hundred  specialists  to 
answer  your  questions. 
And  you  can  call 
fc^    any  time 

toll-free 


during  our  eleven-hour  day. 
People  want  to  know 
about  the  Krugerrand. 

Here  are  some  questions.  You  may 
want  to  check  some  as  reminders 
when  you  call  Monex. 

1.  Why  are  Krugerrands  considered 
by  many  the  best  way  to  own  gold? 

2.  What  is  the  best  time  to  buy 
Krugerrands? 

3.  Can  I  buy  Krugerrands  on 
margin? 

4.  Is  it  possible  to  earn  interest  on 
my  gold? 

5.  How  much  of  my  investments 
should  be  in  gold? 

6.  Should  I  buy  Krugerrands  for 
long-term  or  short-term 
investments? 

7.  Do  I  have  to  pay  a  sales  tax  when 
I  buy  Krugerrands? 


Call  Nonex  toll-free 

(800)  854-3361 

In  California 

(800)  432-7013 


8.  How  do  I  know  how  much  my 
Krugerrands  are  worth  from  day 
to  day? 

Whether  you  are  considering 
gold  for  the  first  time,  or  adding  to 
your  personal  gold  reserves,  call 
Monex  for  answers.  Or  if  you  prefer, 
fill  out  and  mail  the  coupon  for  de- 
tailed information.  Either 
way,  there  is  no  cost  or 
obligation. 


(monex) 


MONEX  INTERNATIONAL,  LTD.  FD08Fp 
4910  Birch  St. ,  Newport  Beach,  CA  92660 

Please  send  me,  without  cost  or  obligation,  the  facts  about  gold  and  why  the  best  way 
to  own  gold  is  the  Krugerrand. 

Name  

Address  

City  

State  Zip  


I 


-Business  Phone- 


Home  Phone  

J^Monex  International,  Ltd. ,  is  a  registered  Commodity  Trading  Advisor. 


Trends 


students  out  as  consultants.  "All  | 
sudden,"  Vesper  says,  "courses  in  eii 
preneurship  gained  a  whole  lot  of 
spectability."  Students  are  takings 
them  even  though  the  campus  fires  \ 
sparked  the  idea  have  died  out.  "| 
dents  these  days  are  just  not  clamo} 
for  anything,"  Vesper  says. 

Portal  to  portal 

Despite  the  hammering  and  yamme: 
about  saving  time  and  fuel  by  cut] 
down  on  travel  between  home  and  w< 
most  Americans  have  made  no  sucrj 
fort.  That  is  the  conclusion  of  an  18- 
study  by  Johns  Hopkins  political  eccji 
mist  Bruce  Hamilton.  Jobs  may  I 
shifted  out  of  the  central  cities  into 
suburbs  but  few  have  bothered  to  foil 
them.  Most,  in  fact,  were  commu 
greater  distances  even  though,  Harm! 
contends,  "wasteful  commuting" 
cost  a  typical  commuter  $25,000  oven 
or  her  lifetime.  "The  average  work) 
he  says,  "by  attempting  to  live  neaij| 
job,  could  reduce  his  commuting 
tance  by  about  7  miles  each  way)) 
90%."  In  only  2  of  the  18  cities  he  si 
ied,  Pittsburgh  and  San  Diego,  did  w» 
ers  seem  to  be  trying  to  save  by  mo| 
nearer  to  their  work.  One  myth  * 
Hamilton  lays  to  rest  is  that  Wesi 
cities  would  go  out  of  style  because  oS 
wide  open  spaces  between  bedroom 
office.  "That  is  not  the  case,"  he  s| 
The  professor  himself,  incidentj 
works  in  Baltimore  and  lives  in  Cat* 
ville,  Md.,  1 1  miles  away. 

How  much  for  defense? 

If  the  return  of  the  hawks  makes  nJ1 
defense  spending  a  virtual  certaii 
what  will  that  do  to  inflation?  Lawre 
Klein,  this  year's  Nobel  prizewinnei 
economics,  and  a  group  of  forecasted 
the  Wharton  School  say  the  U.S.  cc 
step  up  arms  outlays  by  a  "real"  (i.e. ,  £ 
inflation)  10%  for  each  of  the  next 
years  without  a  sharp  flare-up  in  ir 
tion.  They  add  a  proviso,  however — s 
spending  would  have  to  be  matched 
tight  rein  on  social  welfare  money  ail 
restraining  hand  on  tax  cuts.  Klein  < 
cedes  that  10%  more  Pentagon  fu 
would  mean  some  inflation  but  conts 
that  the  rise  by  1986  would  be  only 
more  than  if  the  4%  increase  propi 
by  Jimmy  Carter  were  put  in  place.  1 
Taub  of  Chase  Econometrics  goes  furt 
arguing  that  10%  more  on  defense  i 
not  increase  inflation  at  all,  becaus 
unused  industrial  capacity,  anexpecta 
that  defense  orders  would  build  upgrad 
ly  and  the  growing  sentiment  favoi 
holding  down  other  federal  outlays. 


12 


FORBES,  DECEMBER  8, 


Two  of  the  few  things 
you  can  count  on. 

In  an  age  when  there's  so  little  to  be  sure 
of,  Chubb  stands  out  as  a  rare  exception. 

Since  1882,  we've  earned  our  place  as  one 
of  America's  most  respected  insurance 
organizations. 

Is  this  because  of  the  special  protection 
we  know  how  to  Write  into  a  policy?  Because 
of  such  innovations  as  our  progressive  forms 
of  property  valuation?  Or  because  of  our 
reputation  for  responsive  claims  service? 

It' s  all  of  these  things  and  more.  The  fact 
is,  we've  spent  years  working  with  our  inde- 
pendent agents  and  brokers  who  truly 
understand  our  customers'  personal  and  com- 
mercial insurance  needs. 

Ask  about  the  extra  measure  of  protection 
available  from  Chubb.  You'll  see  how  it  all 
adds  up. 

k: 

CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubbis  proud  to  play  a  part  in  bringing- you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


FbllowHirough 


|tt  m 


3M  came  to  visit 
Valley,  Nebraska. 
Decided  to  stay. 

Why?  Call  it  feel.  Call  it  atti- 
tude. Call  it  friendliness.  Call  it 
ambition.  Call  it  what  you  wish. 

But  3M  found  a  fundamental 
work  policy  in  Valley,  Nebraska, 
they  liked.  The  people  still  give 
eight  hours'  work  for  eight 
hours'  pay. 

3M  uses  its  new  180,000- 
square-foot  plant  to  manufacture 
disposable  industrial  respirators. 
Right  in  the  heart  of  America, 
where  either  coast  is  only  2V2 
hours  away.  Only  minutes  from 
Omaha  which  is  served  by  9  air- 
lines, 144  truck  lines,  8  railroads, 
and  3  river  barge  lines  that  go  to 
the  Gulf  and  St.  Lawrence 
Seaway. 

The  Omaha  Public  Power 
District,  with  electric  power  gen- 
erated from  nuclear  fuel  and 
Wyoming  coal,  supplies  electric 
energy  to  the  3M  plant  and 
209,000  other  customers  in 
Southeastern  Nebraska.  With 
rates  well  below  the  national 
average. 

There's  no  question,  3M  found 
a  happy  home,  as  did  the  world's 
largest  manufacturer  of  irrigation 
equipment,  Valmont  Industries. 
Which  is  just  a  mile  down 
the  road. 

For  all  the  facts  about  rural  or 
metropolitan  sites  in  OPPD's  13- 
county  service  area,  write  or  call: 
Tom  Gage,  Manager  of  Area 
Development.  OPPD,  1623 
Harney  St.,  Omaha,  Nebraska 
68102.  (402)  536-4347. 

Omaha  Public 
Power  District 

Member:  Mid-Continent  Area  Power  Pool 
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What's  in  a  name? 

A  year  ago  William  }.  Levitt,  c'reator  of 
the  Levittowns  in  New  York,  New  Jer- 
sey, Pennsylvania,  Puerto  Rico  and  other 
points — 140,000  homes  in  all — was  oper- 
ating as  an  offstage  noise.  A  federal  court 
had  left  him  a  man  without  a  name. 
First,  the  )udge  had  ordered  him  to  stop 
calling  his  latest  venture,  a  retirement 
colony  in  Florida,  "Levittown."  He  had 
been  hauled  into  court  by  Starrett  Hous- 
ing Corp.,  the  New  York  building  firm 
that  had  bought  Levitt  &.  Sons  from  ITT 
for  $30.4  million  a  few  years  after  Levitt 
sold  it  to  ITT  for  $90  million.  The  judge 
brushed  aside  the  argument  that  Levit- 
town was  a  generic  word  and  forbade 
Levitt  ever  to  mention  Levitt  &  Sons  or 
his  history  as  a  town  builder. 

The  court  then  barred  the  builder  from 
using  his  own  name  in  connection  with 
his  ventures.  Any  mention  of  his  past 
corporate  identity  is  still  taboo,  but  the 
ban  on  his  own  name  expired  in  Septem- 
ber and  the  "Bill  Levitt"  signature  im- 
mediately blossomed  into  print  in  ads  for 
the  Orlando  town  erected  under  his  new 
aegis,  International  Community  Corp. 
And  while  he  still  can't  call  the  place 
Levittown,  he  is  doing  the  next  best 
thing,  labeling  it  "Williamsburg." 

Name  or  no  name,  Levitt  never 
stopped  building.  After  selling  out  to 
ITT,  he  stayed  on  as  chief  executive  until 
the  big  conglomerate,  ordered  by  the  Jus- 
tice Department  to  divest  itself  of  the 
building  company,  had  to  turn  it  over  to 
a  trustee.  Levitt  then  switched  his  sights 
overseas,  looking  first  at  Nigeria,  then 
deciding  to  go  into  Iran.  That  venture 
evaporated  with  the  arrival  of  the  Aya- 


tollah,  leaving  Levitt  with  a  contract 
a  $34  million  claim  against  the  Irai 
government. 

Levitt  still  hears  the  call  of  over) 
and  is  working  on  a  plan  to  erect  ini 
trial  housing  in  Venezuela.  His  U.S.  q 
ations  are  concentrated  in  Florida,  wl 
he  plans  to  build  9,000  units  at  Willi 
burg,  between  Orlando  and  Di 
World.  (The  new  company  is  headqj 
tered  on  New  York's  Long  Island,  wl 
the  Levitt  building  saga  began  half  a 
tury  ago.)  He  is  also  looking  for  at  It 
four  or  five  other  sites  in  the  Sunsl 
State,  the  only  part  of  the  Sunbelt 
considers  attractive.  "Land  in  Anzo 
he  says,  "is  not  in  sensible  commu 
distance  of  the  cities  and  Califon 
prices  put  it  out  of  sight."  Florida  do« 
have  these  handicaps,  in  his  view, 
has  another  sales  point  he  likes — it  J 
the  same  time  zone  as  the  North< 
where  the  Levitt  name  has  its  stron 
residue  of  appeal.  "The  retired  man, 
says,  "likes  being  able  to  call  up  the 
without  waking  them  in  the  middl 
the  night." 


Man  with  a  mission 

Guy  Odom's  election  as  chairman 
chief  executive  of  U.S.  Home  C] 
struck  Forbes  (Nov.  27,  1978)  as  sfl 
thing  straight  out  of  one  of  the  Tfl 
born  building  executive's  favorite 
thors,  Niccold  Machiavelli.  What  he 
done  since  reads  more  like  a  chc 
from  the  man  he  has  studied  n 
Alfred  P.  Sloan,  the  General  Mo 
guiding  genius. 

Odom  first  came  to  U.S.  Home  in 
when  it  took  over  the  Houston  bu 


! 

I 


A  SOBERING  PROSPECTUS  FOR 
THE  LUXURY  SEDAN  BUYER. 


MAKE 


YEAR 


ORIGINAL  PRICE' 


CURRENT  VALUE1 


RETAINED  VALUE 


BMW  5  SERIES 


1975 
1976 
1977 
1978 
1979 
1980 


$  9,097 
$10,590 
$12,495 
$14,840 
$15,505 
$20,650 


$  7,486 
$  8,619 
$  9,575 
$11,833 
$15,550 


82.3% 
81.4% 
76.6% 
79.7% 
100.3% 


CADILLAC  SEVILLE 


1975 
1976 
1977 
1978 
1979 
1980 


NOT  MADE 

$12,479 
$13,359 
$14,710 
$16,224 
$20,477 


$  7,247 
$  8,733 
$10,114 
$12,436 


58.1% 
65.4% 
68.8% 
76.7% 


MERCEDES  280E 


1975 
1976 
1977 
1978 
1979 
1980 


$12,756 
$14,296 
$17,114 
$19,711 
$22,943 
$26,193 


$  8,672 
$  9,997 
$12,539 
$14,839 
$19,231 


68.0% 
69.9% 
73.3% 
75.3% 
83.8% 


JAGUAR  XJ6 


1975 
1976 
1977 
1978 
1979 
1980 


$13,100 
$14,250 
$16,500 
$19,000 
$20,000 
$25,000 


$  7,342 
$  8,653 
$10,333 
$12,903 

N/A 


56.1% 
60.7% 
62.6% 
67.9% 

N/A 


Perhaps  the  most  fiscally  respon- 
sible way  of  determining  an  auto- 
Imobile's  intrinsic  worth  is  how  well  it 
(performs  on  the  used-car  lot. 

And  according  to  the  1980  Na- 
tional Automobile  Dealers  Association 
ficial  Used-Car  Guide,  none  of  these 
[luxury  sedans— domestic  or  imported 
[-approach  the  BMW  528i. 


The  explanation?  In  spite  of  the 
myriad  of  government  regulations  and 
the  demands  of  the  gas  tank,  the 
engineers  at  BMW  have  been  able  to 
design  a  high-quality,  fuel-efficient 
automobile*  that  never  compromises 
the  BMW  conviction  that  extraordi- 
nary performance  and  precision  engi- 
neering are  the  only  rational  motives 


for  purchasing  an  expensive  car. 

So  why  invest  in  a  car  that  mere- 
ly offers  the  resale  value  of  a  Cadillac, 
Jaguar  or  Mercedes,  when  you  can 
invest  in  something  considerably  bet- 
ter—a car  that  offers  the  re- 
sale value  and  extraordinary 
performance  of  a  BMW? 
THE  ULTIMATE  DRIVING  MACHINE. 


JThe  BMW  628'  delivers  [l8]EPA  estimated  mpg  and  30  estimated  highway  mileage  These  fuel  efficiency  figures  are  tor  comparison  purposes  only  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length 
TOuf  actual  highway  mileage  will  most  likely  be  lower  'Manufacturers'  suggested  advertised  delivered  price  Does  not  include  taxes,  license,  freight  or  optional  equipment  (January  1980  National  Automobile  Dealers 
association  average  retail  values  based  on  actual  sales  reports  from  new  and  used-car  dealers  throughout  the  continental  US©  1980  BMW  of  North  America  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of 
=iyensche  Motoren  Werke.  AG 


Is  finding  and  moving 
your  foreign  currency  a  bigger  problem 

than  earning  it? 


- 


The  Chemical  Solution: 
ChemLink  for  Multinationals. 


Now  you  can  manage  your  multi-currency 
cash  flow  with  ease. 

With  our  new  ChemLink  for  Multinationals,  you 
can  monitor,  move,  and  use  your  funds  overseas,  the 
moment  they're  deposited.  You're  tied  right  in  to  our 
New  York,  London,  and  Frankfurt  offices,  so  you  have 
the  flexibility  to  deal  in  any  currency,  in  any  way  you 
choose:  Leave  it  on  deposit,  exchange  it  for  another 
currency  or  move  it  from  country  to  country,  conti- 
nent to  continent.  Now  the  ChemLink  system  lets 
you  manage  your  foreign  cunency  accounts  as  easily 
as  your  U.S.  dollar  accounts. 

You  can  find  out  where  your  money  is 
in  any  bank  worldwide— at  any  time. 

ChemLink  for  Multinationals  is  an  on-line 
worldwide  cash  management  system  that  continually 
monitors  your  funds  and  issues  detailed  reports  on 
their  movements.  Whether  your  money  is  in  the 
states  or  overseas,  you  know  what  it's  doing,  where  it 
is  and  where  it's  going,  24  hours  a  day,  7  days  a  week. 


You  spend  much  less  time  looking  for  your  money. 
And  have  more  time  for  finding  ways  to  use  it. 

A  team  of  bankers  providing  solutions  to 
all  your  worldwide  cash  management  problem; 

Whether  you're  banking  here  or  abroad,  you  can 
bank  on  the  professionalism  of  Chemical's  experi 
enced  account  officers  and  ChemSphere>M  cash  mar 
agement  specialists.  They  make  it  their  business  to 
know  your  needs  —  and  to  accommodate  them,  even 
if  they  have  to  create  new  systems  to  do  it.  That's 
what  makes  Chemical  Bank  a  leader  in  worldwide 
cash  management. 
Tell  us  about  your  cash  management  problems 
We'll  tell  you  about  the  Chemical  solutions. 

Mention  ChemLink  to  your  Chemical  account 
officer.  Or  write  W.  D.  Baird,  Jr. ,  Senior  Vice  President 
Chemical  Bank,  20  Pine  Street,  New  York,  N.Y.  1000 
Or  call  us  at  (212)  770-3600.  We'll  tell  you  more  aboi 
how  cash  management  problems  disappear  when  yoi 
treat  them  with  the  Chemical  solution. 


ChemicalBaink 

Leader  in  worldwide  cash  management. 
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Follow-Ill  rough 

ujan  he  ran.  By  1973,  bothered  by  what 
[raldeerned  lax  discipline  in  the  executive 
Mte,  he  quit  and  returned  to  Texas  to 
;  up  his  own  operation,  which  he  built 
«o  a  $55  million-a-year  success  in  three 
I  rs.  U.S.  Home,  plagued  by  heavy  debt 
i  I  some  bad  acquisitions,  bought  his 
i  v  venture  to  get  him  as  chief  execu- 
■  Months  later  he  became  chairman 
i  *vell  by  forcing  out  the  man  who  had 
)  ught  him  back. 

fj'he  goals  set  in  1977  for  U.S.  Home  by 
t  new  chief  were  $950  million  in  sales 
i  I  $40  million  in  profits  in  five  years. 
All  Street  expects  sales  for  1980  to  top 
i  billion  and  earnings  to  reach  $46  mil- 
Ai.  Odom  puts  it  another  way.  "In 
gifee  years  and  seven  months,"  he  says 
£?a   under  his  whip  hand),  "earnings 
i  e  totaled  $120  million;  in  the  prior  22 
rs,  they  were  $56  million."  The  firm 
j|.  21  divisions  in  10  states  in  1977; 
i  v  it  has  70  in  17  states.  Despite  that 
wth,  Odom,  who  ran  3,000  employees 
tjn  a  Clearwater,  Fla.  headquarters 
Ibe  years  ago,  now  commands  only 
Jut  3,200  from  the  Houston  office 
iter  he  calls  home  today. 
I'hat  tight  staff  roster  reflects  Odom's 
ision  for  personnel.  He  began  using 
■etiological  tests  on  prospective  em- 
wees  half  a  dozen  years  before  he  first 
lied  U.S.  Home.  Once  past  the  tests, 
a  up-and-comer  is  invited  (and  rarely 
■ses)  to  take  part  in  the  management 
•elopment  program  that  Odom  calls 
"singular  quality"  of  his  housing 
nipany.  This  consists  of  evening  and 
■kend  sessions  working  on  Odom's 
,onal  list  of  great  books,  which  ranges 
;:n  Sloan  through  Peter  Drucker  and 
.  i)i  Rand  to  Machiavelli. 

'dom  gives  his  organization  men  no 
.  With  his  1977  goals  achieved  in  half 
0   allotted  time,  he  is  already  setting  far 
eitfire  ambitious  ones  for  the  next  five 
•i  rs.  To  keep  prices  down  (U.S.  Home 
:  sistently  sells  below  the  national  av- 
id, he  has  been  shifting  his  building 
from  85%  detached  housing  and 
'  !!>  attached  to  a  70%-30%  ratio,  re- 
ting  greater  emphasis  on  condomin- 
s.  First-home  buyers  are  still  his 
n  target  but  he  sees  retirees  as  the 
est-growing  market,  and  not  just  in 
Sunbelt.  Odom  also  has  frost-belt 
eitffcs  in  his  sights.  One  reason,  Odom 
jjl,  is  that  "85%  to  90%  of  people 
Ire  in  their  home  areas." 
nd  what  does  all  this  mean  for  U.S. 
>  Ine?  Odom's  new  five-year  goals  call 
A.  $2.4  billion  sales  and  $100  million 
its  by  the  end  of  1984.  Can  he  do  it? 
in  analysts'  meeting  early  this  year,  a 
<cr  asked  Odom  for  the  basis  of  his 
t  expectations.  "Because  we  will  it 
he  deadpanned. 
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The  Bronco  Buster 

Frederic  Remington's 
first  and  most  dynamic  bronze 


Cast  full  size 
from  a  Remington  Original. 
Each  bronze  hand  made  and  hand 
finished  to  completion 
with  its  quality  guaranteed. 

Limited  Edition 
Offering  Price  $2,000 

To  discuss  The  Bronco  Buster 
or  other  Remington  Bronzes  contact: 

Americana 

house  of  fine  arts, ltd. 

One  Bunker  Hill 
boi  West  Fifth  Street 
Lo^  Angeles,  California  90017 
Telephone:  800-421-8033  213-623-1083 
Major  Credit  Cards  Honored 


the  freshly  made 
fettucim  alia  carboriara! 
Ah, 

the  striped  bass  marechiaro! 
Ah, 

the  abundance  of  masterfully 
prepared  veal,  chicken,  beef 
and  just -caught  shellfish! 
Ah, 

the  flaming  chafing  dishes, 
the  gleaming  wine  bottles, 
the  impeccably  fresh  fhwers, 
the  flawless  white  napery, 
the  service,  the  ambience! 


New  York  Times 


Tuesday-Sunday,  Lunch,  Cocktails  ik  Dinner.  Reservations  su^ested 
221  East  58th  St.  (Between  2nd  &  Jrd)  Phone:  752-1696 

The  Amencan  Express  Card 
is  always  welcome. 

The  American  Express  (jrd.  Don't  leave  home  without  it.  " 
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Readers  Say 


THE  GREAT 
AMERICAN 
FEUD! 


The  under 
current  story  of 
the  Hatfield-McCoy  rivalry 
between  Coke  and  Pepsi, 
a  saga  of  men,  myths,  and 
megaprofitsThe  Cola  Wars, 
by  J.C.  Louis  &  Harvey  Z. 
Yazijian  who  have  popped 
the  cap  off  a  fascinating 
business  story! 

$15.95 


i 


Everest 
House 

1133  Avenue  of  the  Americas, 
N.Y.C.  10036 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  198-199 
of  this  issue  for 

Forbes 

Classified 


The  public  pays 

Sir:  Why  doesn't  American  industry  tell 
the  public  that  corporate  taxes  all  have  to 
come  out  of  the  consumer's  pocket? 

— Emerson  Buckingham  lifft 
Falmouth,  Mass 


Housing  not  a  capital  hog 

Sir:  You  argue  that  housinggets  too  much 
credit  ("Mortgaging  the  future,"  Oct  27) 
and  that  the  nation  would  be  much  better 
off  if  more  of  that  capital  went  into  other 
capital-starved  industries. 

We  cannot  head  off  an  approaching 
capital  shortage  by  simply  allocating 
credit.  We  can  increase  the  overall  supply 
of  credit  by  bringing  inflation  under  con- 
trol, balancing  the  federal  budget  with 
spending  cuts,  increasing  the  nation's 
dismal  savings  rate  and  reducing  our  de- 
pendency on  foreign  oil. 
—Merrill  Butler 
President, 

National  Association  of 

Home  Bi  ilders 
Washington,  D  C. 


We  have  problems,  too 

Sir:  I  don't  think  that  David  Maxwell 
(Faces  Behind  the  Figures.  Oct  27)  really 
wishes  he  had  gone  to  Fanny  Farmer 
instead  of  Fannie  Mae  (Federal  National 
Mortgage  Association).  We  are  in  the 
middle  of  a  turnaround,  and  while  there 
might  not  be  as  many  zeros  on  the  end  of 
all  the  numbers  as  at  Fannie  Mae,  we 
have  got  just  as  many  problems  to  solve. 
— Peter  S.  Kurzina 
President. 
Fanny  Farmer 
Bedford.  Mass 


Are  executives  still  villains? 

Sir:  I  see  an  illogical  point  of  view  on  the 
part  of  business  people  toward  environ- 
mentalists and  their  sympathizers 
("Clearing  the  air,"  Nov.  10).  We  all- 
business  people  and  environmentalists — 
live  on  the  same  planet,  and  we  all  have 
to  breathe  the  same  air.  Disputing  the 
findings  of  scientists  concerning  envi- 
ronmental damage  won't  slow  down  the 
deterioration  of  the  atmosphere  a  bit. 

On  the  occasions  that  I've  flown  into 
and  out  of  large  industrial  cities,  I 
couldn't  help  noticing  the  layer  of  gray- 
ish-brown air  that  hangs  over  cities. 
Surely  executives  must  have  also  noticed 
this  phenomenon.  Is  short-term  profit  so 
much  more  important  than  the  long- 


term  benefits  to  them  and  their  child] 
and  grandchildren  that  they  would  f ij 
tooth  and  nail  to  prevent  clean  air 
water  rules  from  going  into  effect? 
— Bctny  Schapiro 
St.  Ann.  Mo 

Sir:  Your  article  makes  clear  that 
"good  guy-bad  guy"  conception  of  erl 
ronmentalism  is  obsolete,  that  the  pn 
lem  is  not  so  much  a  matter  of  ends, 
of  means.  What's  wrong  with  relat 
costs  and  benefits?  Absolutism  in 
real  world  is  absolutely  disastrous 
we're  reasonable,  we  can  get  both  grov 
and  a  cleaner  environment. 
—Dero  Walker 
Los  Angeles,  Calif 


Chairman  Jack 

Sir:  I  have  generated  two  new  sayings 
Chairman  Malcolm:  1)  The  meek  sJ 
inherit  the  earth — but  not  the  mini 
rights;  2)  The  new  Golden  Rule — he 
has  gold  will  rule. 
—John  M  Seahrook 
Chairman, 
II '  International 
Phih  u  ielphia,  Penna 


Get  our  money's  worth 

Sir:  For  the  future:  Since  taxpayers 
"footing"  a  hefty  portion  of  the  presid 
tial  campaign  expenses,  a  guaranteed 
bate  should  be  part  of  the  deal.  We  ha 
right  to  see  the  candidates  debating 
issues,  not  doing  TV  commercials. 
— George  C.  Johnson 
<  rreenu  ich  <  <»ui 


We  were  first 

Sir  :  Your  article  ( "Mortgaging  the  f  utu 
mentions  that  the  "$5  billion-asset  D 
Savings  Bank  of  New  York  recently 
came  the  first  lender  in  New  York  Stat 
offer  adjustable  mortgages."  The  $2.2 
lion-asset  Erie  Savings  Bank  of  Butt alo 
actually  the  first  bank  in  New  York  S 
to  offer  such  an  instrument. 
—Albert  H  Schneider 
Senior  Vice  President 

and  Group  Manager, 
Asset  Management  Division 
Erie  Savings  Bank 
Buffalo.  N.Y. 


We're  all  right 

Sir:  In  your  discussion  on  the  upsurg 
successful  energy  publications  (Oct 
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How  America  became 
a  colony  again 


And  what  to  do  to  regain  our 
independence  now 

Look  at  it  this  way:  we  ship  natural  resources 
and  food  to  other  nations  — and  we  buy  their 
manufactured  goods,  like  television  sets  and 
automobiles. 

We  send  our  troops  abroad  in  times  of 
war,  we  cough  up  the  money  to  rebuild 
war-torn  foreign  cities  and  factories,  we 
let  our  own  factories  run  down,  and  our 
reward  is  the  contempt  of  the  world. 

Our  citizens  suffer  high  unemployment, 
high  inflation,  high  taxes,  and  still  go  out 
and  buy  foreign  goods. 

If  that  isn't  being  a  good  colony  to  the 
rest  of  the  world,  what  is?  We  are  politi- 
cally free,  but  economically  we're  in 
shackles. 

Isn't  it  time  to  declare  our  economic 
independence  again? 


That  will  mean  looking  to  our  own 
productivity,  encouraging  capital  invest- 
ment here  at  home,  and  rebuilding  our 
basic  industries. 

It  will  mean  putting  our  money  and  our 
citizens  back  to  work  again  for  America. 

It  will  mean  flying  our  Colonial  flag 
again,  the  one  that  tells  the  world, "Don't 
Tread  on  Me." 

We  did  it  once  before,  when  we  got  mad 
enough. 


James  E.  Stewart.  Chairman  of  the  Board  and  Chief  Executive  Officer 
Lone  Star  Industries..  Inc.,  One  Greenwich  Plaza.  Greenwich.  Conn.  06830. 
f  or  more  ahoul  the  cement  indy.tr>  \  challenges  and  dynamics  in  the  I9K0\. 
write  for  our  Annual  Report 

LONESTAR^T 

Number  One  in  Cement. . .  Serving  America's  Great  Builders 


Readers  Say 


Pullman  Incorporated 


has  been  acquired  by 


Wheelabrator-Frye  Inc. 


The  undersigned  initiated  this  transaction  and  acted 
as  financial  advisor  to  Pullman  Incorporated. 


4|3  The  First  Boston  Corporation 


November  12.  1980 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 

the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $27.00  □  3  years  $54.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders,  add 
$5  a  year,-  other  foreign,  add  $  1 5  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name       (please  pnntl 


New  Address 


City 


State 


Z.p 


Date  ot  Address  Change 


you  spoke  of  The  Oil  Daily  as  "still  st 
glmg ■"  We're  doing  fine.  Our  circula 
is  growing  as  is  our  advertising  line 
and  our  profit  will  be  another  reeord 
year,  as  it  was  last. 
— Ik'Van  I.  ShUmway 
Editor  and  Publisher, 
The  Oil  Daily 
Washington,  DC 


A  high-priority  job 

Sir:  Jim  Cook's  series  on  organ! 
crime  is  one  of  the  most  eompelhn, 
the  power  and  potential  of  crime  sy\ 
cates  in  this  country. 

I  only  hope  that  the  federal  go^ 
ment  will  recognize  the  menace  of  q 
nized  crime  for  what  it  is  and  beg 
mount  a  campaign  commensurate  I 
the  size  of  the  problem.  Most  organj 
crime  campaigns  have  had  neither 
money,  manpower  nor  federal  com 
ment  necessary  to  have  an  impact, 
recent  Administration  has  been  wi. 
to  give  organized-crime-fighting  the 
priority  it  deserves.  But  surely  atten 
is  long  overdue. 
— Milton  G.  Rector 
President, 

National  Council  on  Crime  &  Delintjt& 
Mackensack,  A  / 


Independent 

Sir:  You  relegated  the  Quality  Colli 
Winter  Park,  Fla.  to  being  created 
technical  society  (Faces  Behind  tlx' 
ures,  Oct  27).  The  Quality  College 
wholly  owned  subsidiary  of  Philip  C 
by  Associates  Inc.  It  is  independei 
does  not  teach  quality  control. 
—Philip  B.  Crosby 
Chief  Executive, 
Philip  Crosby  Associates,  fnc 
Winter  Park.  Fla 


How  men  can  live  longe 

Sir:  In  "Aging  Challenges"  (Fad 
Comment,  July  ~)  you  said  that  wail 
live  longer  than  men — "attributabl 
course,  to  the  gentle  care  we  give  'ci 
along  the  way."  Come  now.  My  r 
always  said,  "Hard  work  never  kj 
anyone."  Too  many  men  retire  an 
waiting  for  the  end,   feeling  us 
Women,  on  the  other  hand,  still  c 
clean  and  in  many  cases  take  cai 
grandchildren.    Perhaps  keeping 
would  keep  men  around  longer. 
— Audrey  Schimmel 
Butler,  Wis. 
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Can  a  Canadian  bank 

make  the 
worlds  top  three? 


Our 

Credentials: 


Syndicated  Loan  Rankings. 
First  half  1980. 
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Institutional  Investor  put  it  this 
way:  Bank  of  Montreal  has 
"emerged  as  an  international 
powerhouse,  as  evidenced  by  its 
standing  as  one  of  the  top 
managers  of  syndicated  loans." 

That  was  last  December. 
Where  do  we  stand  now  as  a 
loan  manager? 

Well,  so  far  this  year  we've 


Chase         Bank  of  America  Bank  of  Montreal 
Source:  Euromoncy  Magazine.  Figures  in  millions. 

managed  to  finish  third, 
up  from  fifth,  right  behind 
Chase  Manhattan  and  Bank  of 
America  as  a  syndicated  credit 
lead  manager  in  the  latest 
Euromoney  rankings. 

Now  when  we  tell  you 
we're  serious  about  the  inter- 
national capital  market,  you 
have  our  credentials. 


The  First  Canadian  Bank 

Bank  of  Montreal  was,  indeed, 
the  first  bank  fou  nded  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S. 
and  England,  in  1818.  But  the 
"first"in  The  First  Canadian  Bank 
is  more  than  a  date  to  us. 
It's  an  attitude. 

In  Toronto  weve 
been  banking  on  this 
spot  since  I&45. 


Mercedes-Benz  announces 
the  next  logical  step. 


300  SD  »* 


Via  masterful  aerodynamics  and  63  other  engineering  advancements 
Mercedes-Benz  has  restated  its  definition  of  the  ultimate  gasoline  an«| 
diesel  sedans  in  the  world  of  the  1980's. 


Consider  the  bodywork  of 
the  new  380  SEL  and  the 
300  SD  Turbodiesel:  a  capsule 
of  aluminum  and  steel  and 
glass,  so  aerodynamically  pure 
that  its  0.36  drag  coefficient 
eclipses  every  sedan— and  vir- 
tually every  sports  car— sold  in 
America  today.  Yet  the  magnif- 
icent comfort  expected  of  a 
flagship  Mercedes-Benz 
sedan  is  preserved. 

Under  the  aerodynamics  is 
a  new  unit  body,  honeycombed 
with  aluminum  and  a  thinner, 
lighter,  stronger  steel.  Weight 
is  saved  while  structural 
strength  is  increased. 

Within  shorter  overall 
length  than  their  predecessors, 
both  380  SEL  and  300  SD  boast 
longer  wheelbases,  less  mass- 
yet  a  smoother  ride. 


The  next  logical  engine 

The  380  SEL's  new  V-8 
engine  epitomizes  the  move 
to  1980's  priorities.  At  only  3.8 
liters  it  is  smaller  than  any 
domestic  V-8;  and  its  block  is 
cast  not  in  iron  but  silvery 
light  alloy. 


lurgy  for  the  fact  that  its 
strength  and  durability  corl 
pare  with  iron  block  enginil 
The  block  is  cast  under  lowl 
pressure,  in  one  piece,  in  al 
intricate  "closed  deck"  procl 
(So  hard  is  the  silicone-impl 
nated  block,  in  fact,  that  it  cl 


Aerodynamic  efficiency  matched  by  no  sedan— of  any  size. 


A  superb  power-to-weight 
ratio  results.  And  an  engine 
designed  for  the  realities  of  the 
times  is  also  one  of  the  most 
potent  in  any  1981  automobile. 

Credit  advanced  metal- 


be  machined  only  by  tools 
diamond  tips.) 

Quicker  to  55  mph 

The  five-cylinder  turbcl 
charged  300  SD  TurbodiesJ 


ps  its  title  of  world's  most 
verful  diesel  sedan.  Without 
ding  a  mote  of  diesel 
riency. 


300  SD  form,  power  output 
normal  5-cylinder 
!rcedes-Benz 
esel  engine 
boosted 
45%. 


■  normal 
Jm  300  SD 


Both  cars  can  accelerate 
-  er  f rom  zero  to  55  mph 
i  their  predecessors:  less 
ight,  less  aerodynamic 
:  y- and  a  new  four-speed 
i  |(ue-converter  automatic 
irj;.smission,  programmed  for 
e  precise  shifting.  It  also 
ons  smoother  than  any 
cedes-Benz  automatic 
>re. 

this  advanced  technol- 
is  borne  over  the  road  with 
oise  and  stability  unique 
e  automobiles  of  Mercedes- 
.  Glib  claims  abound,  but 
aker  has  yet  proven  its 
to  be  more  roadworthy. 

Measurably  quieter 

\  concerted  noise  abate- 
it  program  has  made  the 
SEL  and  300  SD  quieter- 
ting  cars.  Engine  noise, 
nstance,  is  further 


muffled  by  a  double  firewall 
under  the  hood. 

Interior  layout  is  a  sweep  of 
ergonomically  correct  design, 
clean  and  uncluttered. 
Amenities  have  been  increased 
to  include  a  new  electric  eight- 
way  seat  adjustment  for  driver 
and  front  passenger.  It  is 
shaped  like  a  seat,  operates  by 


by  the  conscientious  engineers 
of  Mercedes-Benz. 

Most  capable  cars  in  95  years 

These  two  models  are  in- 
troduced in  confidence  that, 
inch  for  inch  and  pound  for 
pound,  they  are  the  most  capa- 
ble in  Mercedes-Benz  history. 

They  are  designed  and 


The  science  of  the  automobile 
body  advances;  new  unitized 
structure  is  made  simultaneously 
lighter  and  stronger. 

High-strength  lightweight  steel 
is  utilized  in  floor  pan  of  unit 
body— helping  form  not  only  a 
lighter  structure,  but  one  that  can 
bear  far  heavier  loads  than  even 
its  rugged  predecessor. 

Thinner-profile  windshield 
"A"  pillars  that  actually  help  to 
strengthen  roof  support  are 
typical  of  380  SEL  and  300  SD's 
computer-designed  body  shell. 
Hood  and  trunk  lid  are  aluminum. 


touch,  and  lets  you  shift  your 
seating  position  without  glanc- 
ing away  from  the  road. 

The  300  SD  furnishes  sub- 
lime comfort  for  five.  The 
slightly  longer  wheelbase 
380  SEL  provides  sybaritic  rear 
seat  accommodation. 

Progress  shows  on  almost 
every  front.  Careful  modifica- 
tions in  body  design  and 
interior  fittings  reflect  a  new 
peak  in  safety  consciousness 


built  to  fulfill  the  demands  of 
the  eighties— and  the  demands 
of  Mercedes-Benz. 

A  formidable  challenge.  A 
formidable  result. 


Engineered  like  no  other  car 
in  the  world 


B  1980  Mercedes-Benz  N.A.,  line,  Montvale,  N.J. 


Big  is  beautiful. 


Big-screen  TV  doesn't  have  to  be  fuzzy, 
dim,  or  distorted.  With  the  new  GE 
Widescreen  3000,  you  get  America's 
true  colors  big  and  beautiful. 

The  action  comes  at  you  in  breath- 
taking, vivid  color— the  kind  our  GE 
VI RE  color  system  is  known  for.  This  GE 
innovation  uses  a  special  VI R  signal, 


sent  out  by  most  broad-* 
casters,  to  automatically 
adjust  the  color  for  you.  So 
flesh  tones  look  realistic  and  natural. 

And  the  GE  Widescreen  3000  offers 
rear-screen  projection,  eliminating  bulky 
lenses  and  projector  consoles  between 
you  and  the  screen.  So  you  get  a  bright, 


clear  image  on  a  compact,  big-screen  TV, 

In  fact,  with  a  picture  this  good,  you 
may  be  one  of  the  few  people  to  call  a 
charging,  270-lb.  lineman  beautiful. 

We  bring  good  things  to  life. 

GENERAL  $t  ELECTRIC 


For  the  name  of  your  nearer 
GE  Widescreen  dealer 
call  toll  free:  80O447-47CX 
(In  Illinois.  800  322-44<X 
Simulated  TV  picture.  Cabinets  of  solid  wood  and  venee 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHY  REAGAN  WILL  BE  AN  EFFECTIVE  PRESIDENT 


e's  aware  of  his  limitations.  In  politicians  and  especially 
sidents,  you  know,  that's  not  often  the  case.  Instead  of 
mg  to  know  it  all  as  California  governor,  he  appointed 
inet  equivalents  who  were  supposed  to  be  among  the  best 
their  particular  thing, 
e's  not  afraid,  obviously,  to  surround  himself  with  abler, 
inier,  strong  types.  He's  not  a  credit  hog,  fearful  of  being 
rshadowed.  He'll  give  direction  to  his  presidency,  but  he'll 
guided  by  the  counsel  and  advice  of  those  he  entrusts  with 
:  responsibility  for  their  bailiwicks. 

So  you'll  see  a  really  outstanding  Cabinet  and  staff,  including 


the  likes  of  George  Shultz,  General  Haig,  Alan  Greenspan.  And 
eventually,  a  good  possibility  is  the  man  who's  the  brightest, 
sharpest,  toughest,  keenest  of  'em  all,  Henry  Kissinger. 

There's  Tennessee's  Howard  Baker  and  astute  Democratic 
Senator  Henry  Jackson.  David  Rockefeller  and  a  raft  of  super 
CEOs  will  be  more  apt  to  accept  a  Reagan  call-up. 

The  key  to  what  could  possibly  turn  out  to  be  one  of  our 
better  presidencies  lies  in  the  words  on  a  plaque  that  Reagan 
kept  on  his  desk  and  abided  by  as  governor  of  California: 
"You  can  accomplish  much 
if  you  don't  mind  who  gets  the  credit." 


TO  FILL  UP  OUR  STRATEGIC  OIL  RESERVE  AS  SWIFTLY 


SNOWING  THE  PRESIDENTIAL  ELECTION  RESULTS  LONG  BEFORE  THE  WEST'S 


s  required  by  our  extreme  vulnerability  to  Middle  Eastern 
oil,  hopefully  we  won't  have  to  wait  for  the  new  Adminis- 
ion.  Surely  there  are  enough  elementary  intellects  on  the 
sent  Washington  scene  to  get  cracking  on  this  program.  It 
suffered  too  long  from  dangerous  dawdling, 
audi  sensitivities?  The  Saudis  are  more  aware  than  we 
m  to  be  that  our  strength  is  their  strength;  that  only  if  we 


have  an  adequate  strategic  oil  reserve  can  we  and  they  stand 
firm  against  blackmail  by  those  who  would  threaten  to  destroy 
Saudi  oil  capacity  if  they  cannot  bring  down  the  Faud  reign  by 
other  subversive  measures. 

There  is  no  way  any  sane  person  can  justify  our  strategic  oil 
reserve  being  filled  in  drops  and  driblets,  further  diminished  by 
feeble  starts  and  sudden  stops. 


Is  are  closed  unquestionably  has  negative  impact  on  the 
Jnber  who  vote.  With  his  typical  lack  of  perception,  Carter's 
cession  before  the  citizens  of  California,  Oregon,  Washing- 
and  Hawaii  had  finished  voting  cost  other  candidates  on 
h  tickets  thousands  of  votes, 
low  to  solve  the  problem? 

Certainly  not  by  clumsy  and  unenforceable  efforts  to  forbid 

work  predictions  based  on  early  returns. 

congressman  Mario  Biaggi  (D-N.Y.)  has  the  right  answer — 

:  that  would  also  appreciably  increase  voter  participation: 

rlake  Sunday  Election  Day,  a  day  of  duty  "to  God  and 

-intrv." 


On  Sunday,  a  nonworking  day  for  most  all,  voting  hours  could 
be  staggered  so  the  results  of  closings  in  the  East  wouldn't 
sooner  be  available  than  those  in  the  West.  Keep  the  polls  open 
from  1 1  a.m.  till  8  p.m.  in  the  East,  8  a.m.  to  5  p.m.  in  the  Pacific, 
and  maybe  6  a.m.  to  3  p.m.  if  Hawaii  wants  to  be  included  in. 

In  Europe,  you  know,  they  vote  on  Sunday — with  turnouts  of 
90%.  Rather  than  objections,  Sunday  voting  enjoys  firm  reli- 
gious support. 

Thus,  quite  simply,  we  could  overcome  the  very  real  problem 
of  the  East's  results  and  projections  affecting  the  West's  voting 
turnout.  And  by  the  same  action  we  would  insure  far  greater 
voter  participation. 
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BOBBIE  BURST 

THE  SOCIAL  HISTORY  OF  THE 
WALL  STREET  CRASH  OF  BBS 


81         TWIM  IS  Mil)  M  IX  MOWIN  G  I1TS 


BOOKS 

Those  who  give  books  and  those  who  read  them  are  not  always  the  same.  Over 
the  holidays,  though,  both  are  in  the  act  and  here  are  a  few  thoughts  for  'em. 

The  Day  the  Bubble  Burst— by  Gordon 


Thomas  and  Max  Morgan-Witts  (Penguin 
Books,  Inc.,  paperback,  $5.95).  Much  fas- 
cinating stuff  about  the  Great  Crash  of  '29 
for  those  who  remember  and  those  who 
don't.  In  this  book,  though  (as  with  most 
movies  these  days),  half  as  much  would 
have  been  twice  as  good. 


Excerpt:  In  America  the  weeks  follow- 
ing the  Crash  saw  a  steady  deterioration  in  steel  production, 
freight  loadings,  automobile  manufacturing.  The  government 
tried  to  restore  confidence.  A  cut  in  income  tax  was  intro- 
duced. It  gave  a  man  supporting  a  family  of  two  children  on 
$4,000  a  year  a  full  $6  a  year  extra  to  spend.  The  benefit  was 
derisory,  but  there  were  few  men  earning  that  sort  of  salary. 

Decade  of  Champions — 

by  Richard  Stone  Reeves 
and  Patrick  Robinson 
(Fine  Arts  Enterprises, 
Ltd.,  $75).  Anyone 
who's  into  horses  should 
lay  $75  on  the  nose  for 
this  sure  thing.  For  years 
now  the  ultimate  acco- 


DECADE  OF  CHAMPIONS 

THE  GREATEST  YEARS  IN  THE  H/STORY  OF  THOROUGHBRED  RACING  I970  J98O 


Ridiard  Sfoir  Rows  /  bind  Rebn> 


Reporting  on  the 
the  Press,  the  fto| 
the  City 

Pols, 
ileaiK 

1 

lade  for  a  thoroughbred  from  and  for  his  owner  has  been  a 
Richard  Stone  Reeves  portrait.  These  reproductions  are  of 
near-framable  size  and  quality. 

Hard  Feelings — by  Ken  Auletta  (Random 
House,  $12.95).  Sharp,  tough  stuff  by  one 
of  New  York's  keenest,  hard-hitting  jour- 
nalists. His  dissection  of  the  love-hate  re- 
lationship 'twixt  politicos  and  press  is 
first  rate. 

Excerpt:  New  York  Governor  Carey, 
who  does  not  delegate  well  to  his  staff, 
goes  through  speechwriters  the  way 
women  go  through  stockings.  Excerpt: 
Others  recall  [Mayor  Koch's j  undiplo- 
matic description,  at  a  news  conference,  of  municipal  la- 
bor: "The  labor  unions  make  large  contributions  to  every- 
body. They  don't  care  if  you're  Attila  the  Hun  as  long  as 
you  do  what  they  want." 

The  Romanov  Ransom — by  Anne  Arm- 
strong Thompson  (Simon  &  Schuster, 
$8.95).  To  ransom  a  key  CIA  agent,  the 
Soviets  demand  12  missing  Faberge'  Im- 
perial Easter  eggs  that  they  suspect  are  in 
the  hands  of  a  living,  direct  Romanov 
Czar  heir.  While  the  eggs  indeed  may  be 
"each  worth  a  fortune,"  the  book  unfor- 
tunately isn't  worth  the  time. 


the2 


M)MANOV 
RANSOM 

AnneAmislroii^' 
Thompson 


Excerpt:   Colonel  Adrianov  came  di- 
rectly to  the  point.  "We  will  exchange  Ward  Grant;  the 
price  is  one  dozen  eggs.  .  .  .  Peter  Carl  Faberge  created 


many  costly  and  decadent  objects  for  the  Imperial  Fam 
Among  the' most  wasteful  were  the  imperial  Easter  Egg, 
"Of  course.  You  have  several  in  the  Kremlin  Museum." 
"Many  more  were  stolen  from  us  and  are  possessed 
various  parties  in  the  West.  A  dozen  were  lost  entirely  c 
have  never  been  recovered — by  anyone.  It  is  that  dozen 
want ...  to  the  workers  and  peasants  these  treasures  sy 
bolized  the  tyranny  of  royalty.  We  want  them  back- 
remind  ourselves  of  our  good  fortune  to  be  free  of  Czai 
domination. " 

American  Myth,  American  Reality — 

by  James  Oliver  Robertson  (Hill  &. 
Wang,  $16.95).  You'll  not  find  any- 
where a  more  brilliantly  perceptive 
analysis  of  Americans  as  we  see  our- 
selves and  as  we  are.  Any  of  us — and 
others — who  want  to  know  where 
we're  at,  how  we  got  here  and  where 
we  think  we're  going  need  only  read 
this  eminently  readable,  stunningly 
straightforward  appraisal. 

Excerpt:  The  American  individual  was  and  is  by  definit 
free  and  independent  {today  it  would  be  called  "be 
autonomous"  or  "doing  your  own  thing").  Americans  intel 
ed  and  intend  to  destroy  any  structures  within  their  soc) 
which  try  to  teach  people  their  place  and  keep  them  there 

Voyage — by    Sterling    Hayden  (A1 

Books,    paperback,    $2.50).  Someh 

who  couldn't  have  read  it  said  this  1 

a  great  sea  story.  It's  a  thesaurus! 

cliches  that  should  be  deep-sixedl 

the  nearest  sea.  On  the  opening  pj 

there  are  "a  nest  of  lamps,"  "th 

windswept  homes"  at  "rest  hard 

the  tower,"  "kitchen  windows  glc 

and  women  "bend  to  ovens  choked  with  cakes  and  pic 

No  wonder  Banning  Butler  Blanchard  has  problems  as 

"moonlit  village  slumbers"  and  Irons  Saul  Pendleton  "wj 

to  and  fro."  It's  enough  to  make  you  throw  up  in 

calmest  of  seas. 

Kilgallen — by  Lee  Israel  (Dell  Publish- 
ing Co.,  paperback,  $2.95).  For  those 
who  radio-breakfasted  with  Dorothy 
and  Dick,  then  digested.her  syndicat- 
ed Broadway  gossip  column  and  went 
to  bed  watching  with  dislike  her  sour 
sagacity  on  What's  My  Linel,  this  is 
the  sad  tale  of  a  sob  sister  for  whom 
success  turned  to  ashes,  alcohol  and 
sleeping  pills. 

Excerpt:  Several  ratings  services  showed  that  Breakfast  \ 
Dorothy  and  Dick  was  the  most  popular  program  of  its  typ 
the  New  York  area.  The  Kollmars  were  compelling  irritani 
whom  a  large  part  of  their  audience  was  drawn  in  spit\ 
itself,  as  a  tongue  to  a  septic  tooth. 
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NOT  LONG  AGO  FRIENDS  OF  BENDIX'  CEO 

received  this  lovely  card  and  cryptic  message. 


cynic  complains 
idealist  hopes 
futurist  dreams 
realist  gives  thanks 

William  M  Agee 


OVERHEARD  RESTAURANT  CONVERSATION 

"You  both  must  come  visit  us  in  November." 
Invitee:  "But  what  do  we  do  in  November?" 

Inviter:  "But,  my  dear,  what  would  we  do  with  you  any  other  month?" 

A  THIN  SKIN  TOUCHY  PEOPLE 

cannot  contain  very  much.  are  seldom  truly  touched. 

REAGAN'S  ECONOMIC  TEAM 


By  M.S.  Forbes  Jr. 

A  number  of  prominent  names — 
hultz,  Simon,  Greenspan — have 
een  mentioned  for  top  economic  po- 
itions  in  the  Reagan  Administration. 
One  that  should  be  added  to  this  list  is 
Lewis  Lehrman,  a  tough,  successful 
businessman  turned  economic  think- 
er. He  has  the  brains  and  money  mar- 
ket experience  to  make  a  substantial 
contribution  to  the  formulation  and 
execution  of  policy.  Other  consider- 
ations are  J.  Peter  Grace,  the  tireless 
two-fisted  CEO  of  W.R.  Grace  &  Co., 
and  Michigan's  brilliant  young  Repre- 
sentative David  Stockman. 

For  those  less  glamorous  but  impor- 
tant subcabinet  economic  posts,  the 
President-elect  would  do  well  to  tap 
any  or  all  of  the  following:  Dr.  Paul 
Craig  Roberts,  formerly  of  the  Hoover 
Institution  at  Stanford  University, 
former  associate  editor  of  the  Wall 
Street  Journal  and  now  senior  fellow 
at  Georgetown  University's  Center 
for  Strategic  and  International  Stud- 
ies; Norman  Ture,  president,  Institute 
for  Research  on  the  Economics  of 
Taxation;  Jan  Olson,  economist  on 
the  Senate  Budget  Committee;  Steve 
Entin,  economist  on  the  Congression- 
al Joint  Economic  Committee;  con- 
gressional aides  Bruce  Thompson  and 
Bruce  Bartlett. 

These  individuals  have  had  years  of 
Washington  experience.  It  was  they 
who  skillfully  demolished  the  respect- 


ability and  credibility  of  Keynesian 
spend-and-tax  economics  on  Capitol 
Hill  and  who  put  the  GOP  on  the 
offensive  with  the  tax-cut  issue. 

If  it  had  not  been  for  their  political 
handiwork  (as  well  as  that  of  others), 
we  would  never  have  had  a  capital- 
gains  tax  reduction  in  1978. 

Their  knowledge  of  Congress  and 
the  federal  bureaucracy  would  be  in- 
valuable for  turning  Reagan  inten- 
tions into  reality. 

For  the  Council  of  Economic  Advis- 
ers, Mr.  Reagan  should  consider  Pro- 
fessor Arthur  Laffer,  University  of 
Southern  California;  Dr.  Thomas 
Sowell,  Hoover  Institution;  and  Alan 
A.  Reynolds,  vice  president  and  econo- 
mist, First  National  Bank  of  Chicago. 

All  of  these  people  are  able  and  full 
of  fresh,  perceptive  ideas.  They  would 
give  economic  policy  a  vitality,  a 
sense  of  direction  that  has  been  so 
conspicuously  absent  in  recent  years. 

BE  CAREFUL  WITH  STOCKS 

Now  is  the  time  to  exercise  caution 
in  the  stock  market.  Although  not 
reflected  in  the  Dow  Jones  industrial 
average  (until  recently),  the  market 
has  experienced  a  tremendous  rise 
since  year-end  1977.  The  Wilshire  In- 
dex measures  the  total  volume  of  vir- 
tually all  traded  stocks  in  the  U.S.  It 
has  increased  more  than  20%  this 
year,  50%  since  1978  (versus  19%  for 
the  Dow  Jones)  and  142%  since  the 
lows  of  1974. 


What  should  give  one  pause  is  the 
tremendous  gap  between  the  relative 
prices  of  large  blue-chip  companies 
such  as  IBM,  3M  or  Chase  Manhattan 
and  those  of  the  smaller  second-  and 
third-tier  companies.  IBM,  for  in- 
stance, has  a  price/earnings  ratio  of  12 
versus  a  probable  70  for  the  upcoming 
stock  issue  of  Apple  Computer. 

Jeremy  Grantham  of  Grantham, 
Mayo,  Van  Otterloo  &  Co.,  who  has 
an  excellent  long-term  record  as  a 
money  manager,  has  devised  a  num- 
ber of  yardsticks  for  measuring  rela- 
tive values  of  groups  of  stocks.  Among 
the  600  stocks  traded  by  institutions, 
those  with  the  lowest  P/E  ratios  have 
gone  up  15%  this  year,-  those  that 
began  the  year  with  the  highest  ra- 
tios, 47%.  Corporations  with  the 
soundest  value  (stock  price  as  a  ratio 
of  book  value)  have  risen  16%;  those 
selling  at  several  times  book  value, 
46%.  For  decades  the  long-term  per- 
formance edge  has  always  been  with 
stocks  that  have  the  best  value  as 
measured  by  book  and  P/E.  Differ- 
ences like  these  usually  spell  trouble. 

Playing  the  market  by  trying  to 
pick  its  highs  and  lows  is  usually  a 
fool's  game.  So  this  investor  is  stick- 
ing with  his  blue  chips  and  selling  his 
more  speculative  holdings.  Stay  away 
from  "high-tech"  issues.  If  there  is  a 
fall,  sound  stocks  won't  be  hurt  nearly 
as  badly  as  the  more  dicey  ones.  And 
in  a  recovery,  they'll  likely  outper- 
form their  smaller  brethren. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.- MSI 


Vox  Populi 

As  much  as  I  pity  those  people  who 
have  never  known  democracy,  I  pity 
Americans  whose  souls  are  dead  to  the 
poetry  of  our  politics,  the  generally  civil- 
ized and  civilizing  churning  of  a  great 
nation.  However  much  our  campaigns 
may  at  times  seem  to  trivialize  politics, 
they  have  an  essential  dignity,  inherent 
and  indestructible,  because  through 
them  a  great  people  conducts  the  peace- 
ful disposition  not  |ust  of  power  but  of 
authority — legitimacy.  That  act,  viewed 
against  the  tapestry  of  history,  is  a  social 
miracle,  nothing  less. 

— George  F.  Will,  Newsweek 

Tricks  of  the  Trade 

When  it  comes  to  correct  political 
manners,  here  are  some  useful  tricks: 
Always  point  your  finger  at  the  chest  of 
the  person  with  whom  you  are  being 
photographed.  You  will  appear  dynamic. 
Besides,  then  no  photo  editor  can  crop 
you  from  the  picture. 

— Hard  Feelings,  by  Ken  Auletta 

Amen 

I  so  much  hate  the  way  women  who 
have  children  and  run  homes  are  put 
down  all  the  time.  Sometimes  you  meet 
a  woman  with  four  kids  and  you  say, 
"What  are  you  doing?"  and  she  says, 


"Oh,  I'm  afraid  I'm  only  a  housewife." 
It's  enough,  to  make  you  cry  when  you 
know  the  work  this  woman  does.  There 
isn't  any  harder  or  more  demanding  job, 
or  one  that  needs  more  quality. 

— Doris  Lessing, 
New  York  Times  Book  Review 

Hard  to  Believe 

An  arbitrator  orders  the  reinstatement 
of  an  Indiana  carpenter  who  was  fired 
after  he  was  caught  loading  10  gallons  of 
company-owned  paint  into  a  friend's  car. 
The  firing  was  voided  because  "the  con- 
version of  the  paint  to  [his|  own  use 
hadn't  yet  occurred,"  and  the  arbitrator 
concluded  the  worker  might  have  had  a 
change  of  heart  if  he  hadn't  been  caught 
so  early  in  the  workday. 

— Wall  Street  journal 

GM's  Founder  Founders 

He  [Billy  Durant]  opened  a  lunch- 
room in  Asbury  Park,  N.J.  For  the  next 
four  years  he  lived  an  almost  hand-to- 
mouth  existence,  only  really  happy 
when  he  could  return  to  Flint.  There,  in 
1940,  the  man  who  had  created  General 
Motors  opened  a  bowling  alley.  In  Oc- 
tober 1942 — 13  years  to  the  month 
after  the  Crash  that  had  changed  his 
life — he  suffered  a  severe  stroke.  For 
five  more  years  he  lived  on,  confined  to 


If  youte  a  little  anxious 
about  the  future,a  living  trust 
can  help  a  lot 


This  long  voyage  you  see  me  on.  Will 
it  be  first,  second  or  third  class!" 
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a  wheelchair.  Catherine  Durant  sold 
her  jewelry,  piece  by  piece,  to  pay 
ing  costs  and  medical  bills.  Chai 
Stewart  Mott,  Alfred  Sloan,  and  Wa! 
Chrysler,  all  still  multimilhonaii 
slipped  him  handouts  during  their  oo 
sional  visits  to  Durant  at  his  modi 
New  York  apartment.  There  on  Ma 
18,  1947,  at  the  age  of  85,  Will} 
Crapo  Durant  died. 

— The  Day  the  Bubble  Bursu 
Gordon  Thomas  and  Max  Morgan-W 


/  havent  enough  money  to  b\ 
second-rate  things,  I  can  b\ 
only  the  best. 
—Belle  Stewart  Gardner,  Boston  sociall 
The  Magnificent  Builders  and  th\ 
Dream  Hoi 


The  Public's  Playing  Foots] 

While  we  as  bankers  should  supjl 
efforts  to  bring  the  money  supply  ur)[ 
control,  all  the  moral  support  in 
world  will  be  insufficient  to  msuii 
sound  monetary  policy  if  federal  spfll 
ing  is  allowed  perpetually  to  expandlf 
yond  the  willingness  of  the  public  to  j 
the  bill. 

— David  Rockefeil 
to  the  American  Bankers  Associail 

Any  Colleagues  Listening! 

The  Food  and  Drug  Administratio 
contributing  to  needless  suffering 
death  for  thousands  because  it  is  dem 
them  hfesaving  and  life-enhancing  d:| 
that  are  available  abroad  far  sooner  t| 
they  are  here.  .  .  .  The  desire  to  mal 
riskless  decision  is  not  unique  to  ii 
FDA.  It  is  time  to  speed,  rather  t| 
retard,  the  introduction  of  new  drug  tl 
apies,  and  nurture,  rather  than  da 
therapeutic-drug  innovation  in  the  LI 
— Rep.  lames  H.  Scheuer  |D-N| 
House  Science  [ 
Technology  Commil 

Dogs,  Saabs  &  Mercedes 

Andy  Rooney  is  the  Bosweli  of  s| 
"Andy  is  our  Russell  Baker,  our 
Buchwald,"  says  Don  Hewitt,  execul 
producer  of  60  Minutes.  "He  is  a  c| 
between  Charles  Kuralt  and  H.L.  Me: 
en."  .  .  .  His  humor  is  wry  and  deri: 
He  knows  why  dogs  are  man's 
friend  ("The  average  dog  is  a  nicer 
son  than  the  average  person")...! 
seductive  sales  pitch  set  him  to  worj 
ing.  "Save  $1,253  on  a  Saab,"  he  mil 
"1  mean,  if  you  bought  eight  or  if 
Saabs  a  year,  you  can  save  enoug| 
buy  a  Mercedes." 

—II 
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Xerox  has  come 

up  with 
another  miracle. 


"Astounding". .  ."Amazing". .  ."A  miracle." 

That's  what  the  experts  said  when  they  saw  our  new 
XL-10  Imaging  Process. 

A  dramatic  breakthrough  in  copy  quality. 

It  actually  gives  you  offset-quality  copies.  Blacker 
blacks  and  whiter  whites  than  you've  ever  seen  before. 

Even  the  tiniest  details  leap  out  crisp  and  clear. 

Of  course,  a  copy  is  worth  a  thousand  words.  So  if 
you  send  your  business  card  to  us  at  Xerox  Square, 
Rochester,  New  York  14644,  or  call  800-648-5600,  operator 
260f  we'll  send  you  back  an  XL-10  copy.  Or  arrange  a 
demonstration. 

Once  you  see  it,  we  think  you'll  agree  with  our 
experts. 

XL-10  copies  aren't  just  positively  beautiful. 
They're  absolutely  faithful. 

TheXblO  Imaging  Process. 


''92-5710.  operator  260. 


XEROX®  and  XL-10  arc  trademarks  of  XEROX  CORPORATION. 


Miracles  are  now  available 
in  these  convenient  packages. 

You  can  witness  the  miracle  of  the  new  XL-10  Imaging 
Process  in  two  new  Xerox  machines. 

The  Xerox  8200  copier  duplicator  and  9500  duplicator. 

The  9500  duplicator  turns  out  XL-10 

»  «  ~  quality  copies  at  the 

rate  of  120  per  minute. 
It  also  gives  you 
______  two-sided  copies, 

reduces  and  can  automatically  sort 
your  copies  into  a  virtually  limitless  number  of  sets. 

Optional  attachments  let  you  put  gg, 
together  the  most  complicated  jobs. 

The  Xerox  8200  gives  you 
XL-10  quality  copies  at  the  rate  of  70 
per  minute.  It  automatically  feeds 
originals.  It  makes  two-sided  copies. 

It  also  reduces.  Automatically  collates.  And  then  sta- 
ples all  the  copies  together  into  nice,  neat,  manageable  sets. 
All  with  the  push  of  a  few  buttons. 
The  Xerox  8200.  And  9500. 
Two  miracle  workers  from  Xerox. 


TheXerox9500 


TheXerox8200 


XEROX 


XEROX®  8200.  95O0  and  XL-10  arc  trademarks  of  XEROX  CORPORAT1  ON. 
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ere  are  lessons  to  be  learned  from  the  way  PSA  settled  with  its 
liking  pilots.  Ones  the  major  airlines  would  do  well  to  learn. 


The  public 
wins  one 


By  Kathleen  K.  Wiegner 

j»    ITH  PILOT  LABOR  negOti- 

If  ations  coming  up  next 
W    year,  many  of  the  na- 

s  struggling  major  (the  so- 
\zd  trunk)  airlines  ought  to 
e  how  regional  carrier  Pacific 
khwest  Airlines  settled  its  pi- 
ptrike  recently.  For  an  indus- 

swimming  madly  against  a 
d  tide  of  inflation,  escalating 

costs  and  deregulatory  disor- 
PSA  management's  tough, 
Iball  stand  provides  an  impor- 

precedent. 

fter  sitting  through  a  50-day 
t  and  flight-engineer  strike, 
with  the  profitable  Thanks- 
ng  and  Christmas  season 
ung  on  fast,  PSA  threw  down 
rump  card.  Advertising  in  Los 
eles,  San  Francisco,  St.  Louis 
Dallas  newspapers,  PSA 
atened  to  replace  its  entire 
man  pilot  rank  with  any 
ified  pilots  eager  to  fly  for  one 
he  nation's  most  successful  Mats  crossing  a  PSApicket  line  in  San  Diego 
iers  PSA's  ads  drew  almost  a  Not  atl  they  wanted,  but  maybe  a  labor  trend. 


isand  inquiries  from  pilots,  many  al- 
y  furloughed  by  other  airlines  and 
:rs  perhaps  worried  about  their  future 
:pects  at  cost-squeezed  trunk  carriers 
had  been  laying  off  employees  at  a 
dy  clip. 

le  result?  PSA's  prodigal  pilots  broke 
:  and  accepted  terms  very  much  like 
e  they  had  flatly  rejected  four 
iths  earlier.  What  came  over  the 
;ers?  Fear  and  simple  economics.  By 
's  end  the  Air  Line  Pilots  Associ- 
n,  which  represents  cockpit  crews 
ill  trunk  carriers  except  American, 


estimates  that  2,500  of  its  members  will 
be  out  of  work.  "We're  hoping  that  will 
be  the  peak,"  says  an  ALPA  spokesman. 
But  the  trends  to  date — double-digit  cut- 
backs by  such  carriers  as  TWA,  Pan 
American  and  Continental — are  not  very 
encouraging. 

It  is  flexible  regionals  like  PSA  and 
Texas-based  Southwest  Airlines  that 
have  been  making  money  hand  over  fist 
under  deregulation.  They  generally  offer 
the  flying  public  lower  air  fares  than  such 
big  carriers  as  United,  Western  and  Bran- 
iff.  Lower  air  fares  generate  more  traffic, 


which  in  turn  engenders  a 
healthy  airline  not  as  prone  to 
laying  off  pilots  as  are  the  major 
carriers.  By  keeping  their  pilots 
aloft  for  more  hours,  the  regionals 
have  taken  lucrative  markets 
away  from  the  giants. 

PSA's  pilots  wanted  to  change 
the  rules  that  had  kept  the  airline 
soaring  through  good  times  and 
bad.  This  year,  when  times  were 
good,  they  wanted  a  50%  wage 
hike  over  two  years.  They  settled 
for  36%  over  2Vi  years.  For  a  se- 
nior captain,  that's  about  $92,000 
a  year  by  the  end  of  the  contract. 
But  both  sides  agree  that  salary 
really  wasn't  the  hardest  issue  to 
resolve.  "The  crucial  issue  was 
productivity,"  says  PSA  Presi- 
dent Paul  Barkley.  "Deregulation 
started  the  momentum  toward  an 
increased  productivity  that  the 
whole  industry  will  have  to  face." 

Retorts  Bryan  Conn,  a  13-year 
PSA  veteran  pilot  and  president 
of  the  pilots  union,  "PSA  sur- 
vived on  the  broad  backs  of  its 

 pilots,  who  worked  longer  hours 

and  received  less  pay  than  others  in  the 
industry.  But  PSA  is  no  longer  a  strug- 
gling airline  and  we  felt  we  should  be 
rewarded." 

Despite  rising  fuel  prices,  wages  are 
still  an  airline's  largest  single  cost  (as 
much  as  40%).  Though  airline  pilots  are 
highly  skilled  and  are  responsible  for 
hundreds  of  lives  daily,  most  are  hardly 
paragons  of  productivity.  The  Federal 
Aviation  Administration  allows  a  pilot 
to  fly  only  100  hours  in  any  calendar 
month.  Fledgling  airlines  may  actually 
have  pilots  who  log  that  much  time  in 
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the  cockpit.  Southwest's  pilots,  who  fly 
far  more  than  most,  average  about  76 
hours.  Even  PSA's  average  of  60-to-68 
hours  is  outstanding  compared  with 
some  of  the  trunks  whose  pilots  actually 
fly  jets  only  about  45  hours  a  month.  The 
rest  of  their  scheduled  flying  time  is 
made  up  of  "credits"  for  such  things  as 
staying  out  of  town  overnight  or  flying  as 
a  passenger  en  route  to  a  crew  assign- 
ment. Granting  PSA  pilots  their  demand 
to  work  as  if  they  were  flying  for  a  trunk 
carrier  would  have  forced  PSA  to  take  on 
more  pilots.  If  matching  the  industry 
standard  meant  a  balance  sheet  full  of  red 
ink,  Barkley  was  having  none  of  it. 

What  PSA,  and  reluctantly  its  pilots, 
recognized  is  the  new  economics  of  the 
U.S.  airline  industry.  Listen  to  Howard 
Putnam,  a  former  United  Air  Lines  vice 
president  and  now  president  and  CEO  of 
Southwest  Airlines,  which  practically 
wrote  the  new  rules:  "Some  airlines  still 
haven't  realized  that  under  deregulation 
it's  your  cost  structure  that  counts.  You 
can't  go  running  to  the  CAB  for  a  fare 
increase  every  time  costs  go  up.  When 
other  airlines  see  that  continually  raising 
fares  doesn't  work  anymore,  I  can  see 
them  going  to  their  unions  on  a  positive 
basis  and  making  an  appeal  for  more 
productivity." 

Putnam's  Southwest  flies  737  com- 
muter airplanes  with  two  pilots  in  the 
cockpit,  while  many  airlines  allow  three. 
That's  productivity.  Although  PSA  pilots 
agreed  to  two-men  crews  for  the  airlines' 
new  DC9-80s,  they  felt  pilots  flying  the 
new  planes  should  earn  more  money 
than  their  counterparts  flying  PSA's 
older  and  less  fuel-efficient  727s.  The 
pilots  wanted  a  piece  of  the  24%  savings 
PSA  would  realize  from  its  DC9-80s. 
PSA  wanted  to  use  some  of  it  to  keep 
ticket  prices  down.  The  pilots  lost,  and 
the  flying  public  won. 

Major  airlines  take  note:  Though  the 
FAA  has  certified  the  DC9-80  for  two 
pilots,  ALPA  is  insisting  on  a  three-pilot 
crew.  Waiting  in  the  wings  are  the  new 
generation  Boeing  757s  and  767s  which 
Boeing  has  been  diplomatically  suggest- 
ing can  be  flown  either  by  two  or  three 
pilots.  Sensmg  the  battle  lines  forming, 
some  500  angry  ALPA  members  showed 
up  in  front  of  the  White  House  in  Octo- 
ber to  protest  what  they  call  a  govern- 
mental indifference  to  safety.  At  a  press 
conference  last  month  the  pilots  called 
for  a  nationwide  work  stoppage  next 
year  over  the  same  issue. 

Where  have  we  seen  this  issue  before? 
Ask  Southwest's  Putnam.  "The  railroads 
went  through  the  same  thing,  and  look 
what  it  did  to  them,"  he  says.  The  issue 
isn't  safety  versus  productivity,  it's  pro- 
ductivity versus  competition.  PSA  com- 
petes not  only  with  the  majors — Western 
and  United  in  particular — but  with  com- 
muter airlines  in  its  California  and  west- 
ern U.S.  markets.  During  the  PSA  strike, 
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Air  California  (which  aggressive  Air  Flor- 
ida is  seeking  to  acquire)  was  moving 
737s  into  PSA's  Los  Angeles-San  Jose 
and  Los  Angeles-Oakland  routes. 

Nor  can  the  trunks  dismiss  this  vigor- 
ous competition  as  an  aberration  attrib- 
utable to  the  boom  in  such  intrastate 
markets  as  California  or  Texas.  Texas 
International's  infant  New  York  Air — 
with  $30,000-a-year  pilots — is  trying  to 
undercut  Eastern's  shuttle  between  New 
York  and  Washington  (Forbes,  Nov.  24) 
and  Air  Florida  has  been  horning  in  on 
the  lucrative  New  York-to-Florida  vaca- 
tion market. 


PSA's  pilots  are  bitter  over  their 
feat.  But  they  should  take  a  wider,  loi 
view.  There  can  be  a  carrot  as  well 
stick  in  productivity.  Southwest's  pi 
earn  salaries  well  below  their  cour 
parts  at  the  major  trunk  carriers, 
they  advance  faster  in  rank  and  sal 
and    Southwest — unlike    PSA — sh 
profits  with  employees.  When  all  is  s 
isn't  it  better  to  hold  down  costs, 
thus  ticket  prices,  than  to  risk  being 
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off — perhaps  indefinitely — by  an  air  iMilwaul 
burdened  with  an  impossible  cost  st 
ture  that  drives  ticket  prices  up  and 
sengers  away-  ■ 


just 
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11  say  no 


At  63,  Frank  Sellinger  left  a  top  job  at  Ai 
heuser-Busch  to  run  ailing  Schlitz  in  197 
And  there  s  been  little  improvement  since. 


; 
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Is  the  gusto 
forever  gone? 


Schlitz  President  Sellinger  in  the  Brew  House 
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By  Stanley  Ginsberg 


You've  probably  seen  the  commercial: 
A  hefty,  business-suited  executive  sits  in 
a  beer  hall  overflowing  with  gemutlich- 
keit.  "I'm  Frank  Sellinger,"  he  says.  "I 
may  be  the  only  man  running  a  major 
brewery  who  is  a  master  brewer — have 
been  for  over  40  years."  Then  comes  the 
obligatory  beauty  shot — a  backlighted 
foam-capped  seidel  of  beer — and  the 
Schlitz  logo. 


Back  in  his  red-carpeted  office 
linger,  66,  is  as  likable  and  earnest  aj 
appears  on  TV.  "I  think  that  this  opj 
tunity  to  run  Schlitz  is  probably  the 
gest  thing  I've  ever  done,"  he  says  in  ( 
same  genial  tone.  "I  knew  the  problf 
when  I  came  here  three  years  ago.  I 
then — and  continue  to  feel — that  I 
help  correct  them." 

Sellinger  is  a  man  who  can't  seen) 
resist  a  challenge.  Involved  in  the  II 
business  since  1936,  he  was  running  1 
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a  Cincinnati-based  regional  brewery 
1964  when  he  took  a  job  at  giant 
heuser-Busch.  In  his  13  years  there, 
linger  became  the  company's  third- 
king  executive,  with  wide  operating 
financial   responsibilites.   But  in 
7,  just  shy  of  retirement,  Sellinger 
nped  at  the  opportunity  to  turn  Schlitz 
und.  At  their  last  meeting,  his  boss, 
gust   Busch   HI,   said,  "Dutchman, 
:  o'll  say  no  to  me  now?" 

i  Milwaukee,  Sellinger  had  his  work 
out  for  him.  Since  1977  Schlitz  vol- 
e  has  steadily  eroded  from  its  1976 
h  of  24.2  million  barrels  to  this  year's 
mated  15.7  million  barrels,  a  drop  of 
r35%. 

fhe  troubles  when  Sellinger  took  over 
;e  so  fundamental  that  there  could  be 
quick  fix.  Competition  from  free- 
nding  Philip  Morns'  Miller  brand  was 
king  up  the  entire  brewing  industry, 
litz'  former  management  was  chas- 
ed by  indictments  alleging  improper 
ments  to  distributors.  Meanwhile, 
stant  feuding  among  the  200-plus 
endants  of  Schlitz'  founder — all 
mbers  of  the  Uihlein  family,  who 
own  60%   of  the  company's 
:k — perpetually  diverted  top  ex- 
si  tives  from  more  important  things, 
ut  tinkering  with  the  taste  of  its 
duct  was  what  really  hurt  the  com- 
y.  In  the  mid-Seventies  Schlitz 
sed  in  a  more  efficient  brewing 
cess.  It  saved  money,  but  custom- 
didn't  like  the  new  beer.  "Beer 
ikers      are  tradition- 
nd,"  Sellinger  observes, 
ey  don't  like  tampering 
the  brew."  Schlitz  made 
gs  worse  by  using  its 
d-up  funds  to  finance  a 
ounting    program  that 
her  cheapened  its  image, 
hlitz  tried  to  counter  its 
ing  sales  with  an  ad 
paign  that  depicted  the 
1  broad-shouldered  types 
ling  at  people  who  tried 
ing    them    to  switch 
ds.  That  also  backfired: 
itz  drinkers  felt  as  if  the 
pany  was  out  to  intimi- 
them,  so  they  switched 
ds  in  droves.  Wholesal- 
the  heart  and  soul  of 
beer    business — began 
ing  to  competing  nation- 
rewers. 

ach  were  the  problems 
Frank  Sellinger  had  to 
end  with.  "One  of  the 
things  I  did,"  he  recalls, 
s  to  sit  down  with  our 
ter  brewers  and  get  their 
ement  on  the  kinds  of 
lges  we  wanted  in  our 
But  you're  dealing  with 
oduct  of  nature  here,  and 
;t,  barley  and  hops  are  not 


always  the  same."  To  get  uniform  qual- 
ity and  taste  from  each  of  Schlitz'  six 
breweries,  Sellinger  imposed  stronger 
central  controls.  The  company's  tasting 
room  gets  daily  samples  from  each  plant. 
"That  way,  if  there's  a  problem  with  a 
particular  batch  we  can  compare  it  with 
our  other  production  right  away." 

Then  Sellinger  tried  to  improve  quality 
control  of  the  breweries.  "In  the  past," 
says  Sellinger,  "bad  product  was  often 
allowed  because  the  plant  managers 
wanted  to  avoid  showing  too  much  vari- 
ance. Our  system  was  working  against 
us."  Now  testing-control  personnel  re- 
port directly  to  Milwaukee  and  have  the 
final  say  over  what  leaves  the  plant. 

With  its  product  acceptance  now  con- 
firmed by  independent  taste  tests, 
Schlitz  is  out  to  woo  back  disaffected 
wholesalers  with  a  beefed-up  ad  budget 
and  trips  that  often  take  Sellinger  out  of 
town  to  press  the  flesh.  "I  can't  say  that 
we've  gotten  past  this  one,"  he  admits, 
"but  we're  making  progress."  Sellinger 

Bottom  of  the  barrel? 

Schlitz'  problems  really  began  in  1972, 
when  Philip  Morris  spent  lavishly  to 
promote  newly  acquired  Miller.  By  1977 
the  beer  that  made  Milwaukee  famous 
had  slipped  from  second  to  third  place  as 
sales  dropped  precipitously.  Can  CEO 
Frank  Sellinger  stem  the  sales  decline 
and  save  Schlitz  from  falling  into  fourth 
place  behind  neighbor  Pabst? 


Beer  shipment  volume  (millions  of  barrels) 
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hopes  that  Schlitz'  new  advertising,  a 
variation  on  the  "CEO  as  product 
spokesman"  theme,  will  be  attracting 
the  consumer  confidence  he  so  desper- 
ately needs. 

Cautiously,  he  points  out  that  this 
year's  third-quarter  year-to-year  decline 
of  8.3%  was  its  first  dip  of  less  than  12% 
in  18  months.  Optimists  might  see  that 
as  the  light  at  the  bottom  of  the  barrel- 
but  it  hardly  means  Schlitz  is  heading 
into  heady  good  times  again.  Bolstered 
by  the  sale  to  Busch  of  its  5.4  million- 
barrel  Syracuse,  N.Y.  plant,  Schlitz 
should  earn  about  $31  million  on  $903 
million  in  sales  this  year,  compared  with 
last  year's  $50.6  million  loss  on  $894 
million  in  sales. 

Any  improvement  is  welcome  as  far  as 
the  Uihleins  are  concerned.  With  nearly 
20   million  of  the  sickly  company's 
shares  in  family  hands,  Schlitz  has  gone 
from  a  lucrative  patrimony  to  a  mill- 
stone. From  their  1975-77  high  of  68 
cents,  dividends  dropped  to  20  cents  in 
the  first  half  of  1979,  then  stopped.  In 
spite  of  the  difficulty  of  liquidating 
such  vast  holdings  on  the  open  mar- 
ket, since  1976  the  Uihleins  are  said 
to  have  sold  over  4  million  shares 
behind   recurring   takeover  rumors 
that  momentarily  raised  prices. 

The  company  is  clearly  healthier 
now  than  it  was  a  year  ago.  Dollar 
sales  are  up  modestly  compared  with 
last  year  and  the  volume  decline  may 
reverse.  If  Schlitz  is  to  be  sold  at  all, 
better  to  sell  it  as  a  going 
concern.  For  the  Uihleins,  a 
sale  could  mean — besides 
cash  or,  even  better,  a  tax- 
free  swap  for  high-dividend 
stock — good  riddance  to  a 
faltering  enterprise  that  may 
be  the  only  thing  they  have 
in  common.  For  Sellinger  and 
former  Uihlein  in-law  Daniel 
F.  McKeithan  Jr.,  chairman 
since  1976,  there  is  the  lure 
of  ten-year  options  on  25,000 
shares  each. 

Restoring  the  Schlitz  gusto 
is  the  ultimate  challenge  in 
Sellinger's  44-year  career. 
There  is  still  a  long-shot 
chance  that  he  can  meet  it. 
At  best,  Schlitz  will  return  to 
its  former  proud  position,-  at 
worst,  his  down-in-the-vats 
changes  can  make  the  131- 
year-old  company  more  ap- 
pealing to  aggressive  regional 
brewers  like  Heileman  or 
even  a  soft-drink  giant  like 
Coca-Cola  or  PepsiCo.  If  the 
old  brewmaster  fails,  howev- 
er, it  will  be  the  bumbling  of 
his  predecessors  and  the  pet- 
tiness of  Uihlein  family  poli- 
tics that  robbed  him  of  his 
crowning  achievement.  ■ 
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When  Clint  Murchison  bought  Allegheny  Lud- 
lum's  steel  division,  did  he  get  the  gold  mine 
or  the  shaft?  Well,  maybe  a  bit  of  both. 


A  farewell 
to  steel 


Allegheny  Ludlum  Industries  Chairman  Robert  J.  Buckley 
"It  isntjunk.  You're  bringing  tears  to  my  eyes!" 


By  Subrata  N.  Chakravarty 

When  Allegheny  Ludlum  In- 
dustries Chairman  Robert  J. 
Buckley  announced  plans  last 
month  to  sell  Allegheny's  steel  division 
to  Dallas'  high-rolling  Clint  Murchison 
Jr.,  Wall  Street  promptly  rewarded  Buck- 
ley by  running  up  Allegheny's  stock  to 
44,  its  highest  level  in  at  least  a  decade — 
and  with  good  reason. 

On  the  surface  it  looks  as  if  Buckley  is 
selling  his  completely  modernized  steel 
operations  for  just  $195  million,  some 
$20  million  below  book.  That  means  tak- 
ing a  $24  million  charge  against  aftertax 
earnings  to  cover  writedowns  and  to  buy 
back  some  shared  facilities.  But  in  fact, 
Buckley  is  selling  his  steel  business  for  a 
substantial  premium  above  book  value. 
As  part  of  the  deal  the  Murchison  inter- 
ests will  assume  S28  million  in  industrial 
revenue  and  pollution  control  bonds  and 
capitalized  lease  obligations  plus  $85  mil- 
lion in  unfunded  pension  liabilities  (see 
K  umbers  Game,  p.  57).  So  the  real  value  of 
the  deal  to  Allegheny  is  $308  million, 
before  those  $24  million  in  charges.  In- 
stead of  selling  the  steel  corporation  for 
$20  million  below  book  value,  Buckley 


unloaded  it  for  $69  miWionabove . 

Why  Allegheny  Ludlum  would  want  to 
sell  its  steel  business  is  easier  to  explain 
than  why  Clint  Murchison  would  want 
to  buy  it.  Allegheny  Ludlum  Steel  Corp. 
(ALSC)  is  among  the  world's  largest  pro- 
ducers of  flat-rolled  stainless  steel,  which 
contributed  over  66%  of  its  1979  sales  of 
around  $700  million.  The  rest  was  made 
up  of  silicon  and  other  electrical  steels. 
ALSC,  in  other  words,  is  largely  a  com- 
modity business.  The  steel  industry  is  in 
one  of  its  cyclical  downturns  and  results 
this  year  have  been  horrendous.  This 
year,  according  to  Buckley,  ALSC's  sales 
will  drop  to  around  $600  million.  "It 
wasn't  losing  money,"  he  says,  "but  it 
sure  was  lousy.  We  made  half  as  much 
money  as  we  did  last  year." 

That  cyclically  was  what  soured 
Buckley  on  the  commodity  end  of  his 
steel  business.  "It  twisted  our  company 
from  pillar  to  post,  so  that  we  couldn't 
attract  investment,  and  we  were  unable 
to  make  progress  in  other  fields  because 
the  money  we  were  generating  was  going 
to  support  the  steel  company,"  he  says. 

There  was  also  the  perennial  threat  of 
competition  from  imports.  The  industry 
got  some  relief  in  June  1976  when  the 


Ford  Administration  slapped  on  impc 
quotas  for  three  years,  but  the  quot 
were  phased  out  in  February.  Now  i 
ports  have  shot  up  again  in  many  are 
So  far,  flat-rolled  stainless  has  not  be 
hit  because  of  low  domestic  price  lev 
Although  the  Carter  Administration 
cently  introduced  a  revamped  tri 
price  mechanism  that  will  protect  t 
basic  carbon  steel  and  silicon  electri 
steel  manufacturers  from  unfair  comp 
tion,  it  excluded  the  other  specia 
steels.  As  importers  turn  their  guns 
the  only  unprotected  part  of  the  mark 
the  specialty  steel  industry  is  bracing 
a  wave  of  imports  while  screaming 
Washington  for  help,  so  far  in  vain. 

Actually,  Buckley  decided  years  a 
that  he  wanted  out  of  the  business.  In  t 
early  1970s,  faced  with  the  need  to  mt 
ernize  the  steel  plants,  Buckley  tried 
sell  a  minority  equity  interest  in  the  ste 
company  to  raise  the  $100  million  net 
ed.  No  dice.  He  then  offered  to  sell 
majority  interest.  The  best  offer  he  £ 
would  have  left  him  holding  the  bag 
the  unfunded  pension  liabilities.  Fin 
he  borrowed  the  money  and  went  ahe; 
"We  tried  to  take  ourselves  down 
steel,"  he  says,  "but  the  only  way  we' 
been  able  to  do  that  has  been  to  ta 
ourselves  out.  We  didn't  want  to  w 
until  all  was  lost."  In  fact,  he  says  he  h 
decided  that  if  he  didn't  get  an  acce 
able  offer  by  the  end  of  1980,  he  wo 
spin  the  company  off  to  its  manageme: 
help  it  sell  some  stock  and  have  Allegl 
ny  keep  a  minority  interest.  In  Octob 
however,  Richard  R  Simmons,  preside 
of  ALSC  and  Allegheny's  Metals  Groi 
brought  in  the  Murchison  offer. 

So  now  Allegheny  is  out  clean- 
commodity  steel,  that  is.  Buckley  \ 
retained  a  considerable  position — $5 
million  (sales) — in  specialty  metals  su 
as  high-strength  and  high-temperati 
superalloys,  used  for  jet  engines,  gas  t 
bines  and  missiles;  prealloyed  superall 
powders;  tubes  for  oil  and  gas  pipelin 
and  a  joint  venture  in  a  company  mak: 
titanium  sponge  and  metals,  used  in 
aircraft  and  missiles.  With  high  marg: 
and  little  or  no  import  competiti' 
these  metals  are  the  areas  where  i 
future  of  the  U.S.  specialty  steel  indus 
lies,  as  the  industry  sees  it. 

When  asked  if  Allegheny  sold  off 
junk  and  kept  the  cream  of  the  busint 
Buckley  laughs  and  dodges  the  questit 
"You've  done  a  very  good  job  of  hor 
work.  You  say  here  is  the  commod 
end,  the  weakest  end  of  the  busines 
I'm  just  saying  what  you've  said — i 
here  is  where  there  is  real  promise 
the  future.  They  are  both  capital-ser 
tive.  If  you  owned  them  both,  w. 
wouldvow  do?" 

Put  that  way,  there  is  no  choice 
course.  "That's  right!"  says  Buck 
with  a  delighted  chuckle.  Then  he  a< 
piously:  "But  it  isn't  )unk.  I  wouldn't 
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at  because  it  isn't  true  and  I  wouldn't 
y  it  because  those  are  my  people, 
m're  bringing  tears  to  my  eyes!" 
Still,  it  is  clear  that  Buckley  feels  he 
is  shed  the  most  vulnerable  part  of  the 
isiness  and  kept  the  most  promising. 
Why  then  would  Clint  Murchison  Jr. 
ant  ALSC?  "One  can  never  explain  the 
le  rich,"  shrugs  a  rival  steel  company 
ecutive.  "We  sure  as  hell  wouldn't 
ve  wanted  it."  Murchison,  whose  in- 
rests  include  oil,  real  estate  and  a  sub- 
ription  TV  network,  as  well  as  the  Dal- 
>  Cowboy  cheerleaders — and  the  foot- 
11  team  that  goes  with  them— isn't 
j.king.  But  Buckley,  as  always,  has  a 
ady  explanation  for  why  one  man's  tur- 
y  might  be  another  man's  swan:  "For  a 
11  ivate  company,  with  the  very  strong 
"  anagement  the  steel  company  has  got, 
■  th  totally  modern  plants — it's  the  only 
:il  *ajor  steel  company  that  is  in  environ- 
Df  ;ntal  compliance — and  no  extraordi- 
j;  fry  expenditure  before  them,  a  company 
k  at  even  in  this  year  has  made  money,  I 
ll  ink  you've  got  an  excellent  business- 
1  in's  risk.  First  class.  But  for  a  public 
^  mpany,  a  division  that  can  make  wide 
1  j  ings  and  twist  a  company  almost  three 
Wi  les  its  size  so  people  can't  understand 
'  lether  there  is  progress  being  made  or 
'  t,  it's  a  burden." 

le  That  is  logical.  For  a  private  company, 
c:<  ih  flow  is  more  important  than  taxable 
Vt  rnings.  Without  the  corporate  charges 
r;  it  ALSC  paid  last  year,  its  cash  flow 
i  mid  have  been  close  to  $40  million. 
;  ^ulnerablity  to  imports  is  a  cause  for 
sid  icern,  of  course,  but  Murchison  is  a 
^:  rewd  operator.  Chances  are  he  is  bet- 
lg  on  the  trigger  price  mechanism  or 
c  port  quotas  being  applied  to  specialty 
els  in  the  near  future.  That  may  not  be 
-•  boor  bet.  Such  action  would  permit 
ce  increases  that  would  improve  prof- 
ility  considerably.  A  new  tax  law  per- 
ting  faster  accelerated  depreciation — 
a  good  prospect — would  increase 
h  flow  even  more.  And  if  there  is  an 
nomic  uptick  he'd  be  in  clover, 
o,  did  Murchison  get  the  gold  mine  or 
shaft?  Probably  a  little  bit  of  both, 
s  for  Buckley,  he  has  managed  to 
oad  the  major  drag  on  his  company 
in  the  process  to  raise  quite  a  bit  of 
h  with  which  to  complete  his  acquisi- 
is  of  Schenuit  Industries  and  Wilkin- 
Match  Ltdfw  Forbes,  Aug.  18).  And 
the  next  five  years  he  has  a  steady 
;am  of  cash  coming  in. 
It's   kind   of   an   interesting  crap- 
>ot,"  sums  up  a  steel  company  execu- 
t.  "If  Murchison's  a  little  lucky  with 
economy,  he  could  come  out  pretty 
11.  But  that  doesn't  mean  Buckley 
de  a  bad  deal.  He  wanted  out  and 
re's  no  question  that  he's  gotten  out 
he  riskiest  part  of  the  business.  Wall 
>et  is  applauding,  so  he's  feeling  no 
n.  This  could  be  one  of  those  rare 
js  where  everybody  benefits."  ■ 


The  Carter  Administration  brought  us  "rein- 
dustrialization"  President-elect  Reagan's  top 
transition  honcho  gives  us . . . 


Reincentivation! 


By  Jerry  Flint 


HOW  CAN  WE  INCENTIVATE  the 
economy?"  asks  William  Casey, 
but  he  has  a  prepared  answer  to 
his  own  question.  "When  you  scale 
down  the  burden  of  government,  you've 
got  to  translate  that  into  a  reincentivat- 
ed  economy." 

Incentivate?  Reincentivate?  Don't  look 
for  those  words  in  Webster's.  Bill  Casey 
made  them  up  as  he  went  along  chatting 
with  Forbes.  Those  are  not  graceful 
terms.  They  hardly  roll  off  the  tongue, 
but  the  incoming  Administration's  will- 
ingness to  improvise  is  somehow  sym- 
bolized by  Casey's  word-coining. 

Casey  is  the  old — 67 — tough  bird  in 
the  Reagan  camp,  chief  of  the  key  transi- 
tion team,  in  line  for  a  top  job  if  he  wants 
it  (maybe  the  CIA,  they  whisper).  He  has 
plenty  of  Washington  knowhow;  he  once 
headed  the  Securities  &  Exchange  Com- 
mission. Last  winter  when  the  Reagan 
campaign  bumbled  in  Iowa,  Manager 
John  Sears  was  fired  and  Casey  took  over 
as  campaign  boss.  Down  goes  Reagan 
without  Sears,  said  the  press  who  had 
made  Sears  a  media  hero,  the  puppet 
master.  You  know  what  happened.  Now 
the  nay-sayers  are  at  it  again:  The  budget 
really  can't  be  cut;  a  big  tax  cut  means 
disaster;  everyone  will  get  disenchanted 
when  Reagan  falls  on  his  face. 

Casey's  attitudes  in  a  chat  with 
Forbes  are  a  hint  of  what  to  expect  on 
these  issues  when  the  Reagan  team  takes 
over  in  January. 

The  budget?  "I  don't  think  we  can 
reduce  it,  but  we  can  restrain  the  growth. 
Private  business  can  chop.  We  can  cut 
2%,"  he  barks.  "I'll  bet  there's  2%  fat  at 
Forbes — anyone  can  get  2%." 

But  all  those  untouchables,  the  mili- 
tary, Social  Security,  those  welfare  pro- 
gram entitlements  that  the  law  says 
must  be  paid?  "You  touch  what  you  can. 
How  else  would  you  do  it,  for  godsake? 


Reagan  adviser  William  Casey 
"You  touch  what  you  can." 

Why  be  negative?  Take  what  you  can. 
How  else  could  you  get  at  fat?"  But  when 
the  law  says  spend  it?  "What  do  you 
mean  'the  law  says'?"  he  growls  again. 
"What's  sacred  about  a  law?  What  law? 
Give  me  the  law!  If  you've  passed  a  law 
in  the  last  Administration  you  can  modi- 
fy it,  you  can  repeal  it,  loosen  it  up." 

But  what  about  the  tax  fights  among 
corporations  that  want  the  depreciation 
schedule  chopped,  entrepreneurs  who 
want  capital  gains  taxes  rolled  back,  and 
service  companies  that  want  the  Social 
Security  tax  hike  trimmed?  Casey:  "You 
can't  say  you're  going  to  focus  on  helping 
the  entrepreneurial  group  and  to  hell 
with  the  existing  corporations.  It's  a 
matter  of  the  right  balance."  You  com- 
promise, in  other  words. 

But  won't  we  all  become  disillusioned 
if  your  Reagan  team  doesn't  keep  each 
promise  it  has  made? 
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"What  kind  of  a  question  is  that?" 
snaps  Casey.  "I  don't  like  that  cynical 
attitude,  'You  can't  do  it,  it's  inevitable, 
disenchantment  early  or  late.'  We're  go- 
ing to  run  into  some  tough  problems,  no 
question  about  it.  This  thing  didn't  hap- 
pen overnight.  You've  been  building  up 
on  this  [economic  trouble]  for  a  long 
time.  So  what  do  you  want  me  to  tell 
you — 'disenchantment  comes  in  the  sec- 
ond week  of  February  1981'?" 

Casey  means  that  the  it-can't-be-done 
talk  so  common  in  Washington  hasn't 
affected  the  Reagan  team  yet.  Take  tax- 
cutting.  Common  wisdom  is  that  there 
will  be  a  great  struggle  between  the  Kemp- 
Rothers,  who  want  to  slash  personal  taxes, 
and  the  save-industry-first  battalion  in 
Reagan's  camp  and  in  Congress. 

In  fact,  the  last  tax  bill  that  cleared  the 
Senate  Finance  Committee  and  probably 
would  have  become  law  with  some 
changes  had  Carter  and  the  Democrats 
rolled  to  victory  in  November,  would 
have  cost  $40  billion  in  taxes  in  its  first 
full  year.  Kemp-Roth,  the  10%  personal 
tax  rate  cut  in  each  of  three  years,  would 
cost  $29  billion  in  its  first  full  year.  The 
most  liberal  depreciation  cut — that's 
"10-5-3" — would  cost  less  than  $6  billion 
its  first  full  year.  Together  they  wouldn't 
have  cost  as  much  in  1981  as  the  propos- 
als that  were  rolling  out  of  the  Democrat- 
ic Congress.  Those  dollar  figures  aren't 
Republican  estimates;  they  come  from 
the  loint  Committee  on  Taxation  of  to- 
day's Congress. 

Sure,  Kemp-Roth  is  a  three-year  plan 
and  those  depreciation  cuts  (under  "10-5- 
3")  would  run  up  fast  in  years  two  and 
three  and  four.  But  in  Washington,  tax- 
cutting  can  be  played  one  year  at  a  time; 
if  it  doesn't  work,  change  it.  The  latest 
congressional  estimates  for  fiscal  1981, 
started  Oct.  1,  put  the  increase  in  tax 
take  at  $85  billion  over  the  previous  year, 
better  than  $600  billion  in  all.  The  in- 
crease from  $520  billion  collected  in 
1980  comes  from  a  combination  of  high- 
er taxes — Social  Security  and  windfall 
oil — inflation  and  bracket  creep. 

Will  even  the  business  side  of  any  tax 
cut  get  snarled  in  the  fight  among  big 
industry  calling  for  depreciation  cuts  and 
mall  fish  wanting  capital  gains?  Maybe, 
»ut  .he  business  community  wants  to 
love,  not  war.  "Nothing  was 
s- 1 0-5-3-and-the-hell- with-every- 
thing-i  "  says  Cliff  Massa,  vice  presi- 
dent and  tax  expert  at  the  National  Asso- 
ciation ol  Manufacturers,  which  wants 
depreciation  reform  badly.  The  capital 
gains  tax  and  the  corporate  tax  rate  were 
nipped  a  bit  a  couple  of  years  ago.  Not 
that  much,  he  admits,  but  nipped. 
"We've  learned  a  lot  since  1978,"  Massa 
says,  remembering  that  tax  fight.  The 
business  groups  must  work  together. 
"When  that  tax  bill  comes,  there's  room 
for  more  than  depreciation,"  he  says, 
room  for  other  moves  toward  savings 


and  investment.  "But  if  it  had  to  be  one 
item,  it's  depreciation." 

What's  important,  says  Massa,  is  that 
Congress  show  some  discipline  when 
the  Reagan  tax  proposal  rolls  in  next 
year.  "Keep  it  from  being  a  Christmas 
tree,  having  everyone  get  on  with  his 
own  pet  proiect,"  he  says.  That's  not  so 
easy;  the  special  pleaders  are  already  at 
work  trying  to  sell  their  proposals  to  tax 
committee  staffers.  "We  cannot  spend  a 
year  writing  an  omnibus  tax  bill,"  hopes 
Massa.  His  dream:  Reagan  pushes  his 
personal  tax  cuts,  maybe  10-5-3  and  one 
other  goody.  Keep  it  simple. 

Reagan  moved  smoothly  once  already. 
When  Senator  Robert  Dole,  the  Kansas 
Republican  who  will  head  the  Senate's 
tax-writing  committee,  wanted  to  push 
the  Senate  tax-cut  bill  already  in  the  hop- 
per— and  it  was  no  Kemp-Roth — Reagan 
said  go  ahead.  Dole's  push  failed.  Good 
congressional  relations,  that.  Now  Dole 
may  be  prepared  to  return  the  favor  and 
go  along  with  Reagan's  ideas.  "As  part  of 
the  majority,  one  of  our  new  responsibil- 
ities will  be  to  support  the  President," 
Dole  says. 

But  is  it  safe  to  cut  taxes,  particularly 
personal  income  tax  rates,  with  spending 


soaring?  That  could  mean  a  bigger  def 
and  more  inflation. 

In  fact,  no  one  can  be  really  certau 
what  will  happen  in  fiscal  1981  whe 
comes  to  spending  and  revenues, 
budget  process  has  blown  out  of  con 
and  the  combination  of  recession 
inflation  is  fouling  all  estimates, 
proof  is  in  what's  happened;  the  1 
deficit,  which  was  supposed  to  be 
billion,  turned  into  $60  billion.  The  1 
spending  estimate  bounced  up  from  ■ 
billion  to  $630  billion,  but  inflation 
the  military  buildup  could  run  that  u| 
$650  billion  or  more.  The  Reagan  expi 
talk  of  cutting  it  to  $620  billion.  The 
revenue  estimates,  now  about  $600 
lion,  could  bounce  higher  with  recov 
and  inflation  or  sink  with  recession 
the  Reagan  budgeters  can  keep  spend 
down  where  they  want  it,  and  the 
dollars  roll  in  as  planned,  Reagan  cc: 
have  his  first  year  of  Kemp-Roth  and 
5-3  and  come  out  with  a  smaller  def 
than  Carter's  last  one. 

That's  full  of  ifs;  life  always  is.  Bu 
can't  work  if  you  don't  try.  "I  don't  k 
the  way,"  Bill  Casey  growls.  "But  if  | 
look  for  ways,  you'll  find  them."  T 
positive.  Not  a  bad  way  to  begin. 


AM  Internationals  self-confident  CEO  mc\ 
not  be  able  to  talk  his  way  out  of  this  bind. 


The  unflappable 
Roy  Ash 


By  Nick  Galluccio 


RADIATING  SELF-CONFIDENCE,  Roy 
L.  Ash  stood  before  some  150  AM 
International  shareholders  at  the 
Beverly  Hilton  last  month  and  an- 
nounced the  bad  news:  For  the  first  quar- 
ter of  fiscal  1981,  AM  would  show  a  net 
loss  of  $9  million  ($1.06  a  share),  more 
than  double  the  loss  for  the  same  period 
last  year.  Ash,  61,  has  been  around  and 
these  setbacks  don't  throw  him.  There 
were  dark  days  when  he  was  President 
Nixon's  director  of  the  Office  of  Manage- 
ment and  Budget  and  Watergate  was 
breaking  around  his  head.  There  were 
the  dark  days  when  Litton  Industries,  of 


which  he  was  cofounder,  was  sinll 
into  a  decline  that  took  Ash's  succef 
eight  years  to  reverse. 

Don't  worry,  Ash  assured  the  meetl 
"We've  made  some  mistakes  and  we| 
probably  a  couple  of  quarters  behind 
earlier  schedules."  Impeccably  tailol 
Ash  rested  his  hands  on  the  lectf 
'  Our  expectation  is  to  more  than  oil 
the  consequences  of  those  mistakesj 
greater  accomplishments." 

However,  some  of  Ash's  listeners 
they  had  heard  all  this  before  from 
chairman  and  CEO  who  in  1976  tj 
charge  at  the  $1  billion  (sales)  Los  Ail 
les-based  maker  of  computerized  oil 
equipment.  The  ranks  of  Ash's  suppj 
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.  t  International  Chairman  Roy  I.  Ash 
Ice  more  into  the  breach. 

on  Wall  Street  are  starting  to  thin. 
"  Dawell,  Weedon's  institutional  research 

fector  Robert  Hanisee  was  once  one  of 
-•fl's  biggest  boosters  along  with  Warren 

:  :k,  security  analyst  at  New  York's 
:i irzfeld  &  Stern.  Both  recommended 

M  in  late  July  reports,  they  say,  on  the 
;  jiief,  encouraged  by  Ash  and  other  AM 
-rcutives,  that  the  company's  fourth- 
Ijerter  earnings  would  show  a  strong 

>in.  In  the  following  weeks,  AM's  stock 
Hnbed  9  points  to  25.  But  when  the 
^inpany  announced  on  Sept.  15  that  its 

jrth-quarter  earnings  were  substantial- 
.  i  lower   than    expected,    the  stock 

linged  back  to  16  where  it  has  lan- 

j.shed  ever  since. 

ieemingly  sanguine,  Ash  blames  the 
■back  on  sloppy  financial  controls, 
J.ich  led  to  overbooking  of  revenues  in 
:j:  Jacquard  (word  processing)  division, 
1  to  excessive  returns  in  the  Multi- 
:  phics   (offset   duplicators)  division, 
e  problem  was  uncovered  by  the  com- 
ly's  auditors  iust  a  few  days  before  the 
sing  of  its  fourth-quarter  books  and 
1  ped  put  pretax  income  for  fiscal  1980 
5  million  in  the  red.  Subsequently  Ash 
ered   AM's   chief   financial  officer 
les  H.  Combes  fired,  an  AM  spokes- 
n  says.  "I  thought  it  would  be  best  if 
went  his  way  and  I  went  mine,"  says 
ip  of  Combes'  sudden  dismissal. 
Tombes  was  merely  the  latest  top  AM 
•  :  ttcutive  to  go  out  the  revolving  door.  In 
...  t  last  two  years,  the  company's  Multi- 
plies division,  its  biggest,  has  had 
r  presidents.  In  the  Jacquard  division, 
ich  lost  $22  million  last  year,  the 
sident,  chief  finance  man  and  another 
:;Jlior  executive  left  in  the  last  seven 
■nths,  along  with  the  information  sys- 
is  group  head. 

^sh's  biggest  problem  right  now  is 
at  to  do  about  AM's  cash  bind.  Short- 
m  bank  loans  have  ballooned  from 
-  y  $52  million  to  $141  million  in  the 
t  15  months.  AM's  interest  expense 
t  year  was  $24  million,  more  than 
lble  its  operating  income, 
n  his  newest  rescue  plan  for  the  com- 


pany, Ash  is  omitting  the  quarterly  divi- 
dend. By  paring  inventory  (which  was  up 
32%  last  year)  and  riding  herd  on  receiv- 
ables, he  hopes  to  squeeze  another  $25 
million  in  cash.  Ash  is  also  considering  a 
stock  or  debt  offering  to  raise  capital. 
However,  the  capital  markets  look 
closed  to  Ash  for  now.  Even  though 
AM's  debt  ratio  is  only  about  33%,  long- 
term  bonds  are  virtually  unsalable  in  to- 


day's market.  How  can  he  sell  equity 
when  his  stock  is  at  a  big  discount  from 
book  value?  So,  for  now,  he  is  faced  with 
bank  loans  and  a  rising  prime  rate. 

Still  unflappable,  Ash  told  Forbes: 
"We  do  not  feel  there  is  any  reason  to 
suggest  any  change  in  expectation  of 
those  who  are  out  there  with  expecta- 
tions." Roy  Ash  used  to  be  more  con- 
vincing than  that.  ■ 


Who's  running  Amdahl?  Chairman  Gene 
White  says  he  is,  but  dorit  talk  too  much 
about  his  Japanese  partner  Fujitsu. 


The  best 
of  friends 


Eugene  R.  White,  Amdahl  chairman  and  CEO 


By  Michael  Kolbenschlag 

How  courteous  is  the  Japanese; 

He  always  says,  "Excuse  it,  please. " 

He  climhs  into  his  neighbor's  garden, 

And  smiles,  and  says,  "I  beg  your  pardon" ; 

He  bows  and  grins  a  friendly  grin, 

And  calls  his  hungry  family  in; 

He  grins,  and  bows  a  friendly  bow; 

"So  sorry,  this  my  garden  now. " 

— Ogden  Nash 

From  I'm  a  Stranger  Here  Myself  copyright  ©  1935. 
1936.  1937,  1938  by  Ogden  ,Vasb 

Eugene  R.  White,  chairman  and  CEO  of 
computer  company  Amdahl  Corp.  of 
Sunnyvale,  Calif.,  might  find  Ogden 
Nash's  ancient  little  piece  of  doggerel 
appropriate  to  his  situation.  The  49-year- 
old  executive,  who  looks  older  than  his 
years,  has  perhaps  had  more  contact 
with  the  Japanese  in  recent  years  than  he 


liked  or  wanted.  Japanese  computer  giant 
Fuiitsu,  holding  over  25%  of  Amdahl's 
stock  and  warrants  to  increase  control  to 
32%,  has  been  muscling  its  way  around 
Amdahl's  garden  of  late,  and  the  strain  is 
showing. 

"They  are  good,  strong  partners,"  says 
White,  a  former  General  Electric  "high 
pots"  (the  "pots"  is  for  potential)  exec 
who  came  to  Amdahl  as  president  in 
1974.  "We  have  an  evolving  relation- 
ship." Would  he  mind  being  photo- 
graphed with  Fuiitsu  America  execs  to 
portray  this  relationship?  He  certainly 
would  mind;  in  fact,  after  a  lot  of  foot 
shuffling,  he  declines.  Is  Amdahl  sensi- 
tive about  its  Japanese  partner?  It  sure  is, 
and  company  public  relations  staffers 
warn  that  any  writer  who  highlights  the 
Amdahl-Fujitsu  relationship  could  be  for- 
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ever  banned  from  Amdahl's  halls. 

The  tension  is  hardly  surprising. 
Twice  in  the  last  12  months  Fujitsu 
(1980  world  sales,  $2  billion)  has  torpe- 
doed Amdahl's  (world  sales  last  year, 
$300  million)  attempts  to  become  a 
much  larger  and  more  diversified  corpo- 
ration. Both  in  Amdahl's  1979  attempt 
to  merge  with  $630  million  Memorex 
Corp.  and  in  its  effort  earlier  this  year  to 
merge  with  $480  million  Storage  Tech- 
nology Corp.,  Fujitsu's  terms  were  too 
tough  for  the  merger  partners  to  accept. 
In  the  Storage  Tech  case,  an  embarrassed 
Amdahl  had  already  announced  a  tenta- 
tive agreement  before  Fujitsu,  fearing  the 
loss  of  both  clout  and  proprietary  tech- 
nology if  Amdahl  became  a  larger  corpo- 
ration, threw  in  a  Japanese  monkey 
wrench.  About  the  same  time  as  the 
Storage  Tech  talks,  Fujitsu  also  formed  a 
joint  venture  with  TRW  to  go  after  the 
U.S.  market  for  small  and  medium-size 
computers — not  quite  directly  competi- 
tive with  its  Amdahl  joint  venture  for 
large  computers  but  uncomfortably  close. 
Was  Fujitsu  telling  Amdahl  something? 

If  so,  it  couldn't  have  come  at  a  worse 
time.  Amdahl  Chairman  Gene  White, 
who  enjoys  gambling,  was  smack-dab  in 
the  middle  of  the  biggest  bet  he  has  ever 
made.  Over  the  past  few  years  White  has 
bet  over  $100  million  in  development 
funds,  not  to  mention  his  own  future  and 
probably  that  of  his  corporation,  that 
Amdahl  could  keep  pace  with  IBM  in  the 
development  of  the  next  generation  of 
large  computers.  To  sell  against  IBM, 
Amdahl,  the  number  one  plug-compati- 
ble producer  with  20%  of  the  U.S.  mar- 
ket for  large  computers,  not  only  has  to 
keep  pace  but  also  offer  better  equipment 
at  less  cost.  Any  break  with  Fujitsu,  Am- 
dahl's main  supplier  of  semiconductor 
technology  and  manufacturing  expertise, 
would  have  spelled  disaster  for  Gene 
White  and  Amdahl. 

In  mid-November  IBM  began  turning 
over  its  cards  on  the  next  generation  of 
large  computers,  called  the  "H  series" 
after  IBM  project  code  name  "Hickory." 
Engineers  at  White  Plains,  N.Y.  unveiled 
the  3081  processor — the  densest,  most 
advanced  logic  package  ever  offered  by 
IBM.  The  processor  offers  twice  the  per- 
formance of  current  top-of-the-line  IBM 
3033  processors.  "If  they  had  announced 
in  1978,  we  wouldn't  have  been  able  to 
match  them,"  says  a  confident  White. 
"But  today  we're  capable  of  making  the 
appropriate  competitive  response."  And 
he  did,  just  six  days  later,  by  announcing 
Amdahl's  580  series,  which  includes  the 
5880  processor,  twice  as  powerful  as  the 
IBM  3081  though  not  quite  twice  as  ex- 
pensive. The  marketplace  didn't  seem  to 
mind  Amdahl's  price  increase  too  much, 
as  the  stock  declined  only  moderately  on 
the  announcement  after  a  ten-point  rise 
in  the  preceding  two  weeks. 

Indeed,  it  almost  appeared  that  Am- 


dahl and  Fujitsu  had  kissed  and  made  up. 
In  September  Fujitsu  agreed  to  purchase 
650,000  of  2  million  new  shares  being 
offered  by  Amdahl  through  First  Boston. 
The  fact  that  Fujitsu  was  paying  $17 
million  for  the  shares,  or  market  value, 
even  though  it  held  warrants  to  buy  up  to 
2.3  million  shares  at  only  $5  per  share, 
greatly  impressed  the  big  domestic  and 
foreign  institutions,  which  quickly 
snapped  up  the  remainder  of  the  offering. 
The  deal  put  over  $54  million  in  Am- 
dahl's bank  account,  which  previously 
had  to  be  fed  by  an  expensive  revolving 
credit  line.  Now  the  line  could  be  retired. 

So  if  all  was  well,  how  come  no  pic- 
tures? The  answer  to  that  question  be- 
comes clearer  a  mile  and  a  half  down  the 
road  from  Amdahl,  at  the  modestly  mod- 
ern Santa  Clara  headquarters  of  Fujitsu 
America,  Inc.  "No,  I  would  not  mind 


Dr.  Norihiko  Nakayama  of  Fujitsu  America 
"Japanese  companies  are  ready  to 
build  the  next  generation  of  computers. 
We  are  years  ahead  of  U.S.  makers." 


having  my  picture  taken  with  Mr.  White 
if  he  agrees,"  says  a  thoroughly  amiable 
Dr.  Norihiko  Nakayama,  51,  president  of 
Fujitsu  America.  "Whatever  Amdahl 
wants."  His  cooperativeness  goes  far  be- 
yond picture-taking:  "We  are  here  to 
help  them  in  every  way  possible." 

Then  Nakayama  goes  on  to  explain 
that,  while  Fujitsu  rivals  IBM  in  Japan 
with  about  a  25%  share  of  the  large  com- 
puter market,  it  has  only  a  negligible 
share  of  the  U.S.  market.  Which  is  why 
Amdahl  is  so  important  to  Fujitsu.  Am- 
dahl engineers  already  travel  on  a  regular 
basis  to  Tokyo.  Fujitsu  liaison  officers 
visit  Amdahl  weekly,  and  Fujitsu  is  shar- 
ing its  latest  semiconductor  technology 
with  Amdahl. 

Would  Fujitsu  consider  offering  Am- 
dahl even  more  advanced  semiconductor 
technology  that  it  has  on  the  drawing 


board?  Nakayama  does  not  rule  it  o« 
Such  offerings  could  make  Amdahl 
products  technologically  devastatiij 
"Because,"  says  Nakayama,  "Japanc 
companies  are  ready  to  make  the  na 
generation  of  semiconductors  and  Ian 
computers.  We  are  years  ahead  of  U| 
manufacturers."  More  money  for  Ai 
dahl?  "We  would  discuss  it,"  he  says. 

Nakayama  also  believes  Amdahl  mijj 
do  well  to  expand  its  product  line — no 
composed  of  nine  mainframe  compui 
models,  communications  systems,  so 
ware  and  services — to  include  penph 
als.  Those  are  Fujitsu  peripherals  h 
talking  about,  not  those  of  Storage  To 
or  Memorex  or,  for  that  matter,  any  oj 
er  U.S.  company.  Another  suggestionil 
that  Amdahl  might  have  to  rethi 
where  it  wants  to  manufacture  ea 
component  to  be  more  cost-effective, 
deed,  there  seems  to  be  no  limit  to  Fu 
su's  interest  in  and  plans  for  Amdahl. 

Back  at  Amdahl,  however,  Ge 
White  is  still  shaking  his  head  and  acti 
as  independent  as  ever.  Sure  he'd  cons 
er  Fujitsu  peripherals,  but  Amdi 
doesn't  need  them.  As  for  manufactij 
ing,  White  knows  right  where  he  wai 
his  new  computers  manufactured— 
Sunnyvale  and  his  new  plant  in  Irelail 
"Fujitsu  is  aggressive  in  the  technole 
areas,  but  Amdahl  is  too,"  says  Whj 
But  if  history  is  any  guide,  White  will 
thinking  hard  about  the  Japanese  suggl 
tions.  Fujitsu  held  the  gun  to  Amdai 
head  in  the  aborted  mergers  and  t 
TRW  link,  and  Amdahl  backed  down., 

White  has  little  choice.  Although  A 
dahl's  financial  situation  is  improvi; 
1980  earnings  are  likely  to  be  only 
compared  with  $1.02  last  year  and  $2 
in  1978.  True,  price  changes  have 
couraged  customers  who  were  waiting 
see  the  IBM  H  series  to  buy  rather  tj 
lease,  so  Amdahl's  lease-buy  ratio  at 
end  of  the  third  quarter  was  up  to  7.' 
"buy"  compared  with  50%  in  1979.  I: 
also  true  that  cash  flow  is  positive  agi 
and  margins  are  up  as  well.  But  IBIVl 
still  reigning  monarch  in  computers,  A 
Amdahl  still  has  to  deliver  what  it  I 
promised.  To  make  the  battle  tougil 
Gene  M.  Amdahl,  the  ex-IBM  compu 
genius  who  founded  Amdahl  in  19701 
gone.  Recently  he  set  off  to  launcll 
competitive  venture  of  his  own. 

Which  means  that  Amdahl  is  resl 
not  free  to  choose  its  own  destiny.  I 
example,  the  prospectus  for  the  reel 
stock  offering  said  as  much  about  Fujil 
as  it  did  about  Amdahl.  "The  relatil 
ship  is  good  for  Amdahl  as  long  as  Fujil 
can  stay  ahead  of  IBM,"  says  technoll 
analyst  James  R.  Berdell  of  Montgoml 
Securities  in  San  Francisco.  "But  if  I 
jitsu  can't,  it's  dangerous,  because  /I 
dahl  is  locked  in."  So  maybe  joint  phel 
with  Fujitsu  aren't  a  good  idea  for  Gil 
White.  But,  excuse  it  please,  Japarl 
language  lessons  might  be.  ■ 
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;ACH  YEAR,  Ewan  Macdonald 

gathers  his  clan,  pours  his 
Scotch,  and  proposes  his  toast: 

"Grant  us  brotherhood." 


hie 


The  gift  of  Dewar's! 
of  the  good  things  in  life 
that  never  varies. 


77ie  Dewar  Highlandi 


GIFT  WRAPPED  AT  NO  EXTRA  COS! 

-ENDED  SCOTCH  WHISKY-  86  8  PROOF'  Cj1980  SCHENLEY  IMPORTS  CO  ,  N  Y,  N  Y. 


IN  TERMS  OF  PERFORMANCE,  COMFOI 1FE1 
THE  MOST  BEAUTIFUL  CARS  IN  THE  WORI  ft 


How  dare  we  call  the  new  1981  Saab 
900  one  of  the  most  beautiful  cars  in  the 
world,  what  with  its  wrap-around  wind- 
shield, pointy  front  end,  sloped  rear  end 
and  just  plain  all-around  strange  looks? 

Well,  if  you  look  at  the  Saab  the  way 
we  do,  you'll  call  it  "beautiful"  too. 

For  instance,  the  outside  of  the  Saab  is 
designed  not  to  make  your  heart  throb, 
but  rather  to  slice  through  the  wind. 

Consequently,  the  Saab  900  has  a  low 
coefficient  of  drag,  which  affects  perfor- 
mance, handling,  and  mileage  all  for  the 
better. 

At  Saab,  that's  what  we  call  "beautiful." 


You  may  have  noticed  that  Saabs  ride  a 
little  high  off  the  ground. 

That's  because  we've  found  that  adults 
like  to  sit  upright  in  chairs,  rather  than  sit 
on  the  floor. 

So  we  provide  the  Saab  with  vertical 
seats  that  are  up  off  the  ground,  to  give 
you  ample  support  for  your  thighs,  back, 
shoulders,  to  make  you  as  comfortable 
as  is  humanly  possible.  On  some  models, 
they're  even  heated! 

And  that  unconventional  windshield, 
combined  with  the  height  of  the  seat, 
gives  you  a  phenomenal  view  of  the  road. 

At  Saab,  that's  what  we  call  "beautiful? 


Part  of  what  the  Saab  looks  li 
function  of  the  safety  features  h 
into  it. 

For  example,  if  you  take  awaj 
sheet  metal  body,  you'll  see  a  c; 
thick  steel  beams,  pillars,  cross 
bers,  floor  plates,  side  panels, ! 
forth. 

We  call  it  the  Saab  "Safety  C; 
We  designed  it  to  give  you  and 
passengers  extraordinary  prote 
the  event  of  a  collision. 

Function,  not  form,  was  the  { 
objective  in  designing  the  basic 
of  the  Saab  900. 


It  I! 


"jou  real' 
rthe  ho 


HOVf 


isn't 
ioodoft 


mfc  d,  at  Saab,  that's  what  we  call 
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t  if  you  really  want  to  see  how 
liful  the  Saab  900  is,  you  have  to 
e.  finder  the  hood. 

re  is  the  raison  d'etre  for  the  Saab's 
existence . 

gard  the  lovely,  sensuous,  volup- 
2-litre  fuel-injected  beauty  that 
ike  a  6-  or  8-cylinder  but  does  it 
mly  4. 

i  if  that  isn't  enough  for  you,  throw 
he  hood  of  the  Saab  900  Turbo  and 
jpon  the  indescribable  beauty  of 
>wer  plant  that  will  accelerate  you 


toy 


asth 


and  your  libido  like  a  747  on  takeoff. 

And  Saabs  give  "beautiful"  gas  mile- 
age. (Saab  900  five-speed  Sedan:  @) 
EPA  estimated  mpg,  33  estimated  high- 
way mpg.  Remember,  use  estimated 
mpg  for  comparison  only.  Mileage  varies 
with  speed,  trip  length  and  weather. 
Actual  highway  mileage  will  probably  be 
less.) 

At  Saab,  that's  what  we  call  "beautiful!' 

If  you  still  need  convincing  that  the 
new  Saab  900  is  a  beautiful  car,  the  next 
step  is  to  see  one  up  close. 

Right  behind  the  wheel  of  a  moving 
one  would  be  a  good  place  to  take  a  look. 


Because  only  there  can  you  feel 
the  luxury,  the  quality,  and  the  beauty 
of  its  power,  the  intelligence  of  its 
design. 

See  the  new  1981  front-wheel  drive 
Saab  900  at  your  Saab  dealer  today. 

And  maybe  now  you'll  look  at  Saab  a 
little  differently. 


The  most  intelligent  car 
ever  built. 


The  Concord  Mariner:  electronic  quartz,  water-resistant,  rugged 
and  handsome. 

This  watch  is  designed  to  keep  pace  with  the  most  active  lifestyle.  It's 
water-resistant  to  three  atmospheres,  including  the  14  karat  gold  bracelet 
It's  shock  resistant.  It's  guaranteed  accurate  to  60  seconds  a  year.  And  the 
electronic  quartz  movement  never  needs  winding.  Crafted  by  hand,  in 
Switzerland  of  14  karat  gold,  the  Concord  Mariner  is,  truly,  /nV  CONCORD 
the  watch  you  never  have  to  take  off.  $4,590.  qlmtz 
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Iberstadfs  new  energy  mutual  fund  has 
nade  a  brilliant  debut.  Signs  of  a  trend?  Or 
ould  it  be  the  sign  of  a  top? 


John  Hill's 
chuck  wagon 


By  Richard  Phalon 

rHE  CONVERSATION  PIECE  jumps  OUt 
of  the  cool,  understated  office  the 
decorators  have  created  for  John 
I  Hill,  the  soft-spoken  Texan  who 
bads  Eberstadt  Asset  Management,  Inc. 
lis  an  1 1 -by- 14-inch  photo  of  the  chuck 
lagon  Hill's  grandfather  worked  on  in 
luthwest  Texas  a  half-century  ago.  The 
rmbolism  could  not  be  more  apt.  Hill 
[mself  has  just  delivered  one  of  the 
lost  soul-satisfying  belly  busters  the 
lutual  fund  industry  has  seen  in  seven 
Ian  years. 

The  offering  is  the  $50.4  million  Eber- 
adt  Energy-Resources  Fund,  the  first 
pen -end  common  stock  fund  to  be  sold 
■rough  an  underwriting  group  since 
japital  Research  &.  Management  man- 
fed  to  turn  the  trick  just  after  the  peak 


of  the  1972-73  bull  market.  A  number  of 
other  new  equity  funds  have  come  to 
market  since  then,  of  course,  but  most  of 
them  have  been  direct-selling  no-load 
funds.  The  few  that  opted  for  the  more 
conventional  line  of  distribution  though 
broker  dealers  working  on  commission 
were  not  able  to  excite  enough  interest 
to  get  a  selling  group  together.  They  fared 
as  best  they  could  on  meager  purchases 
which  filtered  through  the  investor  indif- 
ference that  enveloped  most  growth-ori- 
ented funds  during  the  bear  market  years 
of  the  last  decade. 

The  fact  that  John  Hill  was  able  to  get 
nine  major  regional  brokers  behind  the 
selling  effort  on  Energy-Resources  is 
more  than  just  one  of  those  technicali- 
ties Wall  Streeters  like  to  dissect  over  the 
bar  at  Harry's  New  York.  Talk  to  grass- 
roots brokers  like  Robert  L.  Pegel,  presi- 


dent of  St.  Louis-based  Blunt  Ellis  & 
Loewi.  Pegel  will  tell  you  that  the  $35 
million  the  underwriters  raised  for  the 
new  Eberstadt  fund  is  a  highly  tangible 
sign  that  investors  have  finally  got  over 
their  disillusion  with  the  performance  of 
equity-oriented  mutual  funds.  "I  think 
enough  time  has  elapsed  now  that  people 
are  better  adjusted  to  buy  equities,"  con- 
tinues Pegel. 

One  underwriting  does  not  make  a 
trend.  There  are  no  indications  that  the 
perceptible  drift  in  the  industry  from 
load  to  no-load  structure  is  about  to  be 
reversed.  But  the  no-load  44  Wall  Street 
Fund  recently  established  a  clone  that  is 
being  sold  through  brokers  on  a  commis- 
sion basis,  and  Bob  Pegel  says  the  calls 
are  beginning  to  come  in  from  people  in 
the  mutual  fund  business  who  would  like 
to  explore  the  possibility  of  putting  to- 
gether high-technology  or  energy  fund 
deals.  On  Wall  Street,  as  elsewhere,  noth- 
ing exceeds  like  success. 

Pegel,  whose  firm  has  so  far  sold  about 
$4  million  worth  of  Energy-Resources 
shares,  gives  John  Hill  and  the  marketing 
team  at  Eberstadt  high  marks  for  seeing 
the  potential  of  an  energy-resources 
package  (see  box).  That's  where  the  ac- 
tion is,  he  contends. 

Eberstadt  doesn't  have  the  field  to  it- 
self. To  some  degree  it  is  competing  with 
two  well-established  no-load  products — 
the  Rowe  Price  New  Era  Fund,  which  is 
heavy  in  both  oil  and  such  natural  re- 
sources as  timber  and  precious  metals; 
and  Neuberger  &  Berman's  Energy  Fund, 
which,  though  heavy  in  oil  and  gas  is- 
sues, spreads  across  a  spectrum  of  aero- 
space, communications,  data  processing 
and  manufacturing  stocks. 


Score  card 


From  a  standing  start  in  July,  Energy- 
Resources  Fund  has  put  together  a 
portfolio  of  34  stocks.  Below  are  the 
five  best  performers  and  the  five 
worst.  Four  of  the  down  stocks  are 
companies  that  may  be  hurt  by 
changes  in  Canada's  oil  policy.  The 
only  other  "worst"  is  a  hot  issue  on 
which  the  fund  has  broken  even. 


/o 

Five  best  performers  change* 


Service  Fracturing  +130% 

Inexco  Oil  +67 

Kenai  +54 

Apache  +54 

Texas  International  +49 


Five  worst  performers 

Gulf  Canada  -22% 

Dome  Petroleum  -21 
Total  Petroleum 

Merland  Exploration  -3 

Thermo  Electron  even 


'Closing  price  on  11/15/80  as  a 
percentage  of  average  cost. 
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We  wouldn't  have 

cancelled  his 
flood  insurance. 


Disasters  sometimes  run  in  pairs. 

Because  after  the  victims  lose  their  property,  they've  been  known 
to  lose  their  insurance.  All  because  their  insurance  company  decided 
that  type  of  business  was  too  risky  to  write. 

We  don't  think  that's  playing  fair. 

At  AIG,  we  believe  stability  is  important. 

If  this  sounds  too  good  to  be  true,  look  where  it's  gotten  us. 

We've  grown  into  a  multi-billion-dollar  corporation  with  more 
people  in  more  offices  in  more  countries  writing  more  kinds  of  com- 
mercial insurance  than  any  other  American  insurance  organization. 

All  by  filling  our  clients'  needs. 

And  not  leaving  them  high  and  dry. 

The  AIG  Companies. 

Let  us  take  the  nsks. 


©  1980  American  International  Group  For  more  information,  contact  American  International  Group,  Dept.  A,  70  Pine  Street,  New  York,  N  Y  10270. 


Hill  has  cleverly  positioned  himself  be- 
tween those  two  funds  by  electing  to 
focus  more  on  second-tier  issues  than 
either  of  them.  The  new  Eberstadt  fund 
has  picked  up  sizable  chunks  of  such 
institutional  favorities  as  Halliburton, 
Atlantic  Richfield,  Gulf  and  Texaco,  but 
Hill  sees  them  as  a  kind  of  ballast  for  the 
racier  small  and  medium-size  oilfield  ser- 
vice and  exploration  companies  that 
make  up  about  70%  of  the  portfolio. 

"We  don't  want  this  to  be  a  flaming 
fund  on  the  volatility  side,"  says  Hill,  a 
38-year-old  petroleum  economist  who 
served  for  two  years  as  a  deputy  energy 
administrator  under  Gerald  Ford.  He  in- 
sists, however,  that  the  big  growth  ahead 
will  come  in  such  lesser-known  portfolio 
holdmgs  as  Kenai  Corp.  and  Amarex, 
Inc.  There  are  even  a  couple  of  really  hot 
issues  in  the  Energy-Resources  portfolio 
like  Service  Fracturing  Co.,  which  went 
through  the  roof  on  an  initial  offering  in 
August;  and  Thermo  Electron  Corp., 
which  has  also  been  all  over  the  tape 
since  moving  from  the  over-the-counter 


market  to  the  Big  Board  last  summer. 

"We're  not  buying  the  Nifty  Fifty," 
laughs  Hill,  chuckling  over  the  increased 
sales  flow  coming  out  of  Texas  and  Okla- 
homa since  the  underwriters  made  it 
clear  that  Exxon  and  the  other.  Seven 
Sisters  are  not  going  to  draw  all  that 
much  water  in  the  Eberstadt  portfolio. 
It's  an  easy  inference,  though,  that 
emerging  companies  like  Service  Frac- 
turing are  not  going  to  loom  all  that  large, 
either.  These  stocks  lend  glamour  to  the 
sales  presentation,  but  Hill  talks  about 
holding  the  fund  to  a  Beta  of  about  1.2  to 
1.25—20%  to  25%  more  volatile  than 
the  market  as  a  whole.  That's  not  much 
higher  than  the  1.15  Beta  sported  by  the 
competition  at  the  New  Era  Fund,  and  no 
one  has  ever  thought  of  the  folks  at  T. 
Rowe  Price  as  a  bunch  of  wild-eyed  crap- 
shooters. 

In  a  market  like  this  one,  however,  it's 
important  to  have  the  look  of  a  hot  fund. 
"They're  not  selling  it  like  a  fund,"  says 
John  Hill,  who  grew  up  within  sight  and 
smell  of  the  great  Midland  oilfields, 
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"they're  selling  it  like  a  stock." 

That  merchandising  imperative,  ho 
ever,  also  means  that  you  are  likely  to 
paying  pretty  fancy  prices  as  you  mc 
to  convert  cash  into  the  mosaic  oi 
portfolio.  If  you're  concentrating  on  a  1 
segment  of  the  market — like  end 
stocks — the  need  to  pay  up  doubles 
spades.  Hill  says  the  fund  put  a  lot  of 
cash  to  work  during  the  market  dips 
August  and  September,  and  contei 
that  energy  issues  generally  still  hav 
lot  of  play  in  them.  The  fact  remains  t 
prices  on  the  34  stocks  in  the  Enerl 
Resources  portfolio  average  14.5  tinj 
earnings — as  compared  to  the  8.5  P/E 
tio  for  the  market  as  a  whole. 

Are  we  in  the  early  stages  of  a  gr 
new  bull  market  wherein  many  m 
such  equity  mutual  funds  will  come 
market-'  Or  are  the  mutual  fund  buy 
being  invited  in  just  when  the  partw 
oil  stocks  is  about  over-1  Take  yi 
choice.  All  that  can  be  said  with  certn 
ty  is  that  it  has  been  a  long,  dry  dec, 
for  common  stock  mutual  funds.  ■ 
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There  could  be  still  another  upset  brewing  in 
the  nation's  capital.  This  one,  however,  in- 
volves banking  rather  than  politics. 


Changing  of 
the  guard? 


By  Thomas  C.  O'Donnell 


i  nwnersl 
Bate  bank 

If  liSt  I 


De  Mock 
nt  just  as 
Maybe  so. 


Sitting  on  a  sofa  in  his  comf< 
able  first-floor  office,  W.  Jai 
Moody,  chairman  of  American 
curity  Corp.,  is  explaining  why  the 
ond-largest  banking  company  in  Wa 
ington,  D.C.  is  racking  up  its  21st  c 
secutive  year  of  rising  earnings 
remarkable  record  in  the  cyclical  ba) 
ing  industry.  "It's  largely  because  ol 
Washington  connection,"  says  Mood' 

How  does  it  work?  "Let  me  give 
an  example,"  he  continues,  warming  : 
his  theme.  "The  Treasury  may  have 
doors  but  only  3  worth  knocking  or) 
solve  a  particular  problem.  Because  w 
here,  we  know  which  doors  those 
and  can  direct  our  corporate  clients 
correspondent  banks  to  them." 
Not  all  Washington  banks  capita 


Moody  of  American  Security 
Knocking  on  the  right  doors. 


Burke  ofRtggs  National 
Not  a  corporate  lobbyist. 
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their  connections.  In  fact,  just  around 
e  corner  from  Moody  sits  Vincent  C. 
irke  Jr.,  chairman  of  the  District's  larg- 
t  bank,  Riggs  National.  Ask  Burke  if 
ggs  also  promotes  its  Washington  ties, 
d  he  appears  insulted  and  almost  an- 
/:  "I  reject  the  thought  that  we're  a 
rporate  lobbyist,"  he  says. 
Clearly,  the  contrasts  between  the  two 
ief  executives — and,  increasingly, 
zix  banks — could  not  be  greater. 
Dody,  52,  is  a  Harvard  graduate  and  a 
tural-bom  salesman  who  became 
nerican  Security's  chairman  in  March 
er  IVi  years  as  president.  "He  is  very 
re  of  himself,"  says  Kyle  Legg,  an  ana- 
t  at  Baltimore-based  Alex.  Brown  & 
ns.  "He's  a  very  confident  guy,  and 
iy  l  try  articulate." 

3n  the  other  hand,  Burke  speaks  softly 
J  chooses  his  words  carefully.  A 
orgetown  graduate  and  lawyer  by 
ining,  he  became  president  of  Riggs  in 
73.  While  he  was  an  executive  vice 
sident,  Riggs  filed  a  complaint  with 
I  ;  Federal  Reserve  Board  against 
_  perican  Security.  As  a  result,  Riggs' 
^  hrival  had  to  sell  a  small  bank  in  the 
~  'ginia  suburbs,  when  the  Fed  ruled  that 
;h  ownership  violated  the  ban  on  in- 
: state  banking. 

'We  just  wanted  to  see  who  under- 
...  od  the  law  best,"  he  explains  icily.  As 
relations  now  between  the  two 
nil  lks,  which  stand  side  by  side  in  the 
1  ne  block  of  Pennsylvania  Avenue: 
run:  re're  just  as  close  as  kissing  cousins." 
.:  vlaybe  so.  But  both  institutions  are 
x  ding  for  a  battle  that  will  influence 
.luii.  shington  banking  for  decades.  It  will 
:  !:ur  in  the  posh  suburbs  of  Virginia  and 
::hj  dryland,  once  the  ban  on  interstate  de- 

iiit-taking  is  eased, 
ns  American  Security  needs  those  lucra- 
jsci  b,  low-cost  consumer  deposits  to  fund 
it  expansion  drive.  "Banking  will 
.ent;  ^nge  radically  in  the  1980s,"  says 
iody.  "In  the  future,  every  bank  must 
:apn  fide  if  it's  going  to  be  an  acquirer  of 
'  er  banks  or  be  taken  over  itself." 
ody  leaves  no  doubt  that  American 
urity  will  fall  into  the  first  category, 
ven  staid  Riggs  is  gearing  itself  up  for 
1980s.  It  has  asked  regulators  for 
ission  to  form  a  holding  company — 
ething  almost  every  other  major 
k  did  a  decade  or  more  ago.  The  rea- 
:  A  White  House  task  force  is  expect- 
to  recommend  that  holding  compa- 
be  allowed  to  accept  deposits  from 
boring  states, 
o  one,  of  course,  knows  how  this 
le  will  end.  But  American  Security 
already  cut  into  Riggs'  lead  in  assets, 
Istige  and  earnings,  and  Moody  wants 
:ut  in  even  more.  "This  is  no  longer  a 
;py  Washington  organization,"  says 
lliam  Weiant,  a  bank  stock  analyst  at 
bt  Boston  Corp.  "This  is  now  a  very 
ressive  bank." 

loody  clearly  wants  to  make  Ameri- 
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The  whole  is  greater 
than  the  sum  of  its  parts. 

A  single  package  of  services  specifically 
tailored  to  the  needs  of  the  individual  client 
is  certainly  greater  than  the  sum  of  several 
separate  proposals.  Deutsche  Bank,  with  its 
comprehensive  knowledge  in  all  areas  of 
business,  is  uniquely  equipped  to  find  just  the 
right  solution  to  your  problems  with  appro- 
priate flexibility. 

Handling  foreign  exchange  transactions, 
arranging  an  export  credit  that  takes  into 
account  the  regulations  of  the  importer's 
country,  setting  up  a  long-term  loan  for  a  joint 
venture  —  all  are  within  the  scope  of  our 
services. 

Come  to  Deutsche  Bank  and  ask  our 
experts  or  call: 
New  York  (212)  940-8000 
Toronto  (416)865-0630 


Deutsche  Bank 

A  century  of  universal  banking 

Central  Office  Frankfurt  am  Mam/Dusseldorf  Branches  Antwerp,  Asuncion,  Brussels. 
Buenos  Aires,  Hong  Kong,  London,  Madrid.  Milan.  New  York.  Paris.  Sao  Paulo.  Tokyo. 
Representative  Offices:  Beirut.  Bogota,  Cairo,  Caracas.  Istanbul,  Johannesburg.  Lagos. 
Mexico.  Moscow.  Nairobi.  Osaka.  Rio  de  Janeiro.  San  Jose.  Santiago,  Sydney,  Tehran, 
Tokyo.  Toronto.  Subsidiaries  Hong  Kong.  London.  Luxembourg.  Singapore 


INTRODUCING  THE  NEW  505  TURBODIESEL 
SHOW  IT  A  HILL. 


Show  it  an  entrance  to 
an  expressway.  A  mountain 
that  has  to  be  climbed.  A 
truck  that  has  to  be  passed. 

The  new  Peugeot  505 
Turbodiesel  can  use  a  word 
seldom  heard  in  the  diesel 
language. 

Performance. 

Not  just  speed,  but  fast 
response.  When  it  counts. 

Notjust0-to-50ina 
matter  of  seconds,  but  the 
kind  of  power  that  makes 
driving  a  diesel  infinitely 
more  enjoyable. 

Couple  that  with  the  fuel 
economy  you  get  from  the 
505  Turbodiesel  (EPA  esti- 


mated 36  mpg  highway, 
and  an  estimatedl28l 
mpg'),  and  you've  got  a 
car  thats  not  only  superior 
in  its  ride  and  handling,  but 
in  its  fuel  economy  as  well. 

Add  to  that  the  match- 
less comfort  of  a  Peugeot, 
and  you  have  an  auto- 
mobile that's  in  a  class  by 
itself. 

Naturally,  since  Peugeot 
builds  cars  to  last,  you  also 
have  a  car  that  can  go  the 
distance.  Every  Peugeot  is 
available  with  automatic 
transmission  and  accom- 
panied by  a  36-month  per- 
foration from  corrosion  lim- 
ited warranty.  As  well  as  the 
standard  12-month  unlimited 
mileage  warranty." 


(Peugeot  is  also  covered  by 
a  national  network  of  more 
than  300  dealers,  with  a  93% 
parts  availability.) 

The  Peugeot  505  Turbo- 
diesel. 

The  performance  of  a 
turbo,  the  economy  of  a 
diesel,  and  all  the  comforts 
of  a  Peugeot. 

Tomorrow's  car  is  at  your 
Peugeot  dealer  today. 

•Manual  5-speed  transmission  Remember  Compare 
the  boxed  estimate  to  the  estimated  mpg  ot  other 
cars  You  may  get  different  mileage  depending  on 
how  fast  you  drive,  weather  conditions,  trip  length 
and  condition  of  your  car  Actual  highway  mileage 
will  probably  be  less  than  the  highway  estimate 

•Full  terms  of  these  Peugeot  limited  warranties  are 
available  at  your  dealer. 


PROGRESS.  NOT  COMPROMISE 


For  the  name  of  your  nearest  authorizea  Peugeot  dealer,  see  your  local  Yellow  Pages,  or  in  the  continental  U.S..  call  toll 
free  1-800-228-2056.  ext.  600.  In  Nebraska  call  toll  free  402-571-4900.  ext.  600. 


in  Security  the  capital's  premier  bank,  a 
itle  still  belonging  to  Riggs.  For  its  part, 
uggs  seems  to  take  scant  notice  of  the 
«iallenge.  "Riggs  is  an  old-line,  blue- 
[ood  bank,"  says  a  regional-bank  ana- 
'st.  "They  have  a  chunk  of  government 
Lsiness  wrapped  up  and  some  people 
:  ink  they're  content  to  ride  with  it." 
|  Riggs'  close  ties  to  its  customers  are 
rmbolized  by  the  spectacular  view  from 
irke's  office:  the  Treasury  and  the 
hite  House,  just  across  Pennsylvania 
/enue.  Riggs  is  also  benefiting  from  the 
istrict's  "recession-proof"  economy, 
jirgely  because  of  that,  its  earnings  in 
i'80  are  expected  to  rise  by  12.5%,  a 
;kire  above  the  industry  average.  More- 
<  er,  return  on  average  assets — the  key 
Idicator  of  a  bank's  profitability — has 
|en  to  0.97%,  against  a  0.72%  figure  for 
|e  average  regional  bank. 
Yet  American  Security  has  fared  even 
litter  in  recent  years.  Though  still  be- 
ijnd  Riggs  in  assets  ($2.5  billion  vs.  $2.9 
fllion),  it  now  ranks  first  in  number  of 
llanches,  real  estate  loans  outstanding 
Id  trust  assets  under  management, 
lice  1975  American  Security's  loans 
ive  been  growing  at  a  20.5%  annual 
Ice  compared  with  a  13.5%  rate  at 
ljggs.  Earnings  through  the  first  nine 
ibnths  have  jumped  17.5%,  as  against 
e  10%  industry  average. 
jBecause  of  the  "Washington  connec- 
■>n,"  ties  to  the  local  economy  are  obvi- 
[  sly  important  at  American  Security.  In 
lj:t,  Moody's  predecessor,  Carleton  Stew- 
p ,  reportedly  ran  into  opposition  when 
I  tried  to  make  the  bank  a  major  force  in 
ijtional  and  international  markets.  Iron- 
Ijilly,  he  was  hired  away  from  Citicorp  in 
b76  to  do  just  that  and  was  succeeding, 
lit  Stewart  resigned  in  March.  "People 
k)  re  coming  to  view  American  Security 
i  )re  as  a  national  institution  than  a 
Imetown  bank,"  says  one  analyst.  "The 
1  ik  was  concerned  about  the  long-term 
I  pact  of  that." 

kewart's  departure,  however,  does  not 
i  an  expansion  outside  of  Washington  is 
Dished.  Listen  to  Moody,  who  spent  the 
||;t  14  years  of  his  career  in  New  York 
rking  for  Morgan  Guaranty:  "We  can 
a  local  and  a  national  and  an  interna- 
nal  bank.  These  things  are  not  mutually 
dusive.  We  have  the  resources  to  be  all 
ee." 

ie  may  be  right.  Since  1975  American 
unty  has  set  up  loan  production  offices 
Richmond,  New  Orleans,  Cincinnati 
1  Birmingham.  The  bank  also  now  has 
Edge  Act  subsidiary  in  Miami — "to 
mgthen  our  Latin  American  connec- 
n,"  as  Moody  puts  it.  Offshore  oper- 
>ns  include  a  branch  in  Nassau  and  a 
esentative  office  in  Tokyo, 
espite  its  rapid  growth,  American  Se- 
ity  is  a  well-capitalized  banking  com- 
with  an  asset-to-equity  ratio  of  15. 
eover,  its  return  on  average  assets 
ids  at  a  healthy  1 .03% ,  compared  with 


Closing  the  gap 


American  Security,  Washington,  D.C.'s  second-largest  bank  in  terms  of  assets,  has 
marketed  loans  so  aggressively  that  it  has  almost  as  much  loaned  out  as  Riggs,  the 
largest.  Riggs'  earnings  per  share  have  been  growing  faster  in  recent  years,  but  its 
lead  is  not  as  great  as  it  was  in  the  early  1970s.  Although  American  Security's  return 
on  assets  has  declined  a  bit,  it  is  still  ahead  of  Riggs  on  that  count. 


Average  loans 

(millions) 


$1,350 


1,250 


1,150 


1,050 


Operating  earnings 
per  share 


Return  on 
average  assets 


1.6% 


American  Security 


Rifles  National  Hank  and  American  Security  Bank 
Sharing  the  same  block  on  Pennsylvania  Avenue. 


the  0.97%  that  was  posted  by  Riggs.  Those 
figures  are  impressive,  largely  because 
earnings  grew  at  a  9.1%  annual  rate  be- 
tween 1974  and  1979,  more  than  twice  the 
rate  at  Riggs. 

What  about  the  future?  Over  the  next 
five  years,  Moody  expects  his  bank  to 
grow  as  quickly  as  it  has  in  the  past.  That 
means  assets  should  rise  by  $250  million 


each  year  through  1985,  while  earnings 
should  increase  at  a  healthy  10%-to-12% 
annual  clip.  As  for  Riggs,  Burke  says  cryp- 
tically: "I'm  not  a  great  believer  in  a  con- 
crete plan.  This  business  is  now  changing 
too  rapidly  for  that."  Given  American  Se- 
curity's aggressive  posture,  however, 
some  of  those  changes  may  not  all  be  to 
Burke's  liking.  ■ 
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INTRODUCING  THh  565  FROM  3M 


With  most  copiers,  it  takes  a  little  ingenuity  to 
copy  an  11"x17"  original.  Not  to  mention  a  lot  of  time. 

With  the  "565"  it's  as  simple  as  pushing  a  button. 
I  But  our  newest  plain  paper  copier  is  not  only  very  adaptable, 
I  it's  also  extremely  advanced. 

You  see,  the  "565"  features  microprocessor 
WKk  technology  And  code  display  diagnostics.  As  well  as  an 
I  automatic  toner  control  system  combined  with  an  electronic 
j  sensor  that  adjusts  the  copier  to  match  your  original.  So  you're 
virtually  assured  a  beautiful  copy.  Time  after  time.Twenty 
!  -    every  minute. 


COTES 

ONIYNEED 
OUR NEW 

DPIER 

Of  course,  all  of  that  science  allowed  us  to  build  a 
lot  of  convenience  into  the  "565"  too.  Like  a  Pause-lnterrupt- 
Resume  feature.  Dual  paper  cassettes  with  a  versatility  bypass, 
j  And  a  new  touch  control  operator  panel  that's  as  sleek  as  it  is  TMTn^rM  i^t\t^> 

simple.  INTRODUCING 

Our  new  "565"  is  truly  a  marvelous  machine.  THE  NEWEST  LINE 

Because,  besides  copyins  originals  up  to  11"  x  17",  it  can  also  p/^rupnQ  FDOM  OMF 

save  you  a  lot  of  time.  And  that's  something  everyone  can  use  a  V^wFl  Ckj  TkL^M  OJNc 

little  more  of.  For  more  information,  call  toll-free  800-328-1684  OF  THE  OLDEST  NAMES 

(in  Minnesota,  800-792-1072).  Or  write  3M  Copying  Products,  TK  T  ynp  pi  iqtmpcc 

Building  220-10E/3M  Center,  St.  Paul, MN  55144.  liNJ  inc  DUOllN COO. 

3M 


IDEAS  AT  WORK  FOR  YOU  IN  DEFENSE. 

Climb 
straight  up 
faster  than 
the  speed 
of  sound. 


Feel  the  power  as  the  earth  retreats 
and  the  sky  opens  overhead. 

Climb  to  the  stratosphere  then  roll 
smoothly  toward  the  target,  searching 
far  ahead. 

This  is  the  Air  Force's  all-weather 
F-15  Eagle. The  air  superiority  fighter 
for  defense  of  the  skies.  An  aircraft  for 
strike  and  reconnaissance  to  protect 
our  men  on  the  ground. 

For  defending  the  skies,  no  plane 
can  match  its  combination  of  range, 
armament,  speed  and  maneuverability. 
For  combat,  the  Eagle's  advanced 
electronic  systems,  long  range  radar, 
and  mix  of  missiles,  bombloads  and 
gun  give  Eagle  pilots  the  advantage 
over  any  threat  they  may  face.  What- 
ever the  need,  whatever  the  mission, 
McDonnell  Douglas  has  the  ideas,  and 
the  planes,  to  do  the  job. 

Refueling  and  airlift  all  in  one  plane. 

A  version  of  our  DC-10  jetliner,  the 
KC-10,  has  been  selected  by  the  U.S. 
Air  Force  for  tanker  and  cargo  missions. 
The  KC-10  can  refuel  fighters  or  other 
cargo  planes  far  out  over  the  Atlantic 


any  weather  or  sea  condition,  Harpoon 
now  stands  guard  with  the  U.S.  Navy 
and  with  several  Allied  nations. 


and  then  fly  home.  Or  it  can  carry  up  to 
85  tons  of  cargo  to  bases  in  distant 
lands.  With  the  KC-10,  the  U.S.  will  be 
able  to  send  planes  and  their  support 
crews  and  equipment  just  about  any- 
where on  earth,  whenever  and 
wherever  they  are  needed  for  Free 
World  defense. 

Keeping  the  sea  lanes  free  lanes. 

We're  building  the  Harpoon  sea 
defense  missile  so  that  it  can  be 
launched  from  submarines,  ships,  or 
aircraft.  A  single  ship  equipped  with 
Harpoons  can  continuously  defend 
8,000  square  miles  (20,000  square 
kilometers)  of  ocean.  Day  or  night,  in 


Harpoon— one  missile  for  many  serv- 
ices but  with  one  mission— to  keep 
the  sea  lanes  free. 

If  you  would  like  more  information  about 
our  products  for  defense,  and  about  what  we 
do  in  energy,  health  care,  air  transport  and 
communications,  send  for  our  colorful  and 
informative  folder.  Write  "What  We  Do" 
McDonnell  Douglas.  Box  14526.  St.  Louis. 
MO  63178 


/ 


MCDONNELL 


A  JOB9  LET  S  SWAP  RESUMES  SEND  YOURS.  WE  LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526  ST  LOUIS  MO  631  78 


he  people  being  cheated  are  those  who  are  least  able  to  afford  it — 
nd,  ironically,  those  who  are  least  able  to  protect  themselves. 


There's  never  a  cop 
when  you 
need  one 


By  Richard  Greene 


^  very  year,  thousands  of  investors 
are  swindled  out  of  hundreds  of 

JH  millions  of  dollars  in  fraudulent 
wate  stock  placements,  according  to  a 
Sort  by  the  General  Accounting  Office. 

lat's  more,  the  Securities  &  Exchange 

mmission  is  doing  virtually  nothing 

>ut  it. 

Jnder  the  Securities  Act  of  1933, 
jnsors  of  most  private  placements 
[n't  required  to  report  any  information 
the  SEC  at  all.  Although  a  good  num- 
I  of  sponsors  voluntarily  file  a  rather 
jfunctory  form  with  the  SEC,  obvious- 
jhese  do  not  tend  to  be  from  individ- 
•>  intent  on  cheating  their  investors. 
I  it  can  take  the  SEC  months  or  years 
■  clean  up  a  problem.  Even  when  an 
ividual  claims  that  he  has  been  cheat- 
jAnd  there  are  thousands  of  cases  that 
jer  even  come  to  the  attention  of  the 
jC  in  the  first  place. 

lthough  a  27-year-old  Supreme  Court 
I  ision  theoretically  limits  unregistered 
rate  placements  to  investors  sophisti- 
ii'd  enough  to  determine  accurately 
I  value  of  the  stock,  it  doesn't  have 
I:  effect  in  practice.  "Many  of 
II >c  investors  are  really  novices, 
l|aout  the  knowledge  neces- 
■  to  buy  in  such  an  area," 
feffrey  C.  Steinhoff,  a 
ip  director  at  the  GAO. 
he  swindles  that  the  GAO 
>rt  uncovered  were  some- 
js  amusing,  often  pathetic 
usually  infuriating: 
One  firm  sold  shares 
a   new  coal  mining 
|ipany.  The  prospectus 
jd  that  the  firm  had 
hired  15,000  acres  of 
with  proven  coal  de- 
ts.  What  the  "entre- 
i  curs"  who  raked  in 
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Numbers  Game 


some  $20  million  didn't  mention  in  the 
prospectus  was  that  they  had  only  leased 
surface  rights  to  that  land.  So  the  only 
way  they  could  possibly  get  any  coal  out 
of  it  was  if  the  black  stuff  came  popping 
out  of  its  own  volition. 

•  Another  case  involved  promoters 
who  raised  $10.3  million  selling  stock  in 
a  venture  to  build  apartment  houses. 
Their  big  selling  point  was  the  presence 
of  a  well-known  wealthy  businessman  as 
an  investor.  The  promoters  never  dis- 
closed that  the  businessman  was 
also  a  sponsor,  and  that  most  of  the 
money  was  being  used  to  pay  off 
debts  the  promoters  had  incurred 
in  other  businesses.  Investors 
lost  $9  million  of  the  $10.3 
million  invested. 

•  Yet  a  third  small- 
time promoter  raised 
$600,000  from  stock  in 


a  $14  million  resort  complex  he  claimed 
to  be  building.  He  didn't  disclose  that  he 
had  no  zoning  approvals,  no  prepared 
plans  and  no  experience  in  the  business. 
When  the  SEC  finally  plunged  into  this 
mess,  they  couldn't  even  begin  to  track 
down  the  $600,000 — the  promoter  also 
had  no  records. 

Since  many  such  cases  do  go  undetect- 
ed, hard  figures  are  difficult  to  come  by. 
But  when  the  GAO  studied  the  SEC  files 
of  142  cases  investigated  between  1975 
and  1978,  in  95  of  those  offerings 
over  $255  million  had  been  fraudu- 
lently extracted  from  investors.  The 
GAO's  comment:  "That's  just  the 
tip  of  the  iceberg." 

So  why  doesn't  the  SEC  clamp 
down  on  this?   Isn't   that  what 
they're  in  business  for?  Well, 
right  now  they  don't  really 
>   have  the  authority.  Under 
J|£        I   the  Securities  Act  of  1933  a 
^^^^    broad  exemption  from  SEC 
scrutiny  was  given  to  private 
placements. 

But  astonishingly,  when  the  GAO 
recommended  that  the  SEC  be  given 
this  authority,   the  commission  op- 
posed the  suggestion.  Says  Mary  Beach, 
associate  director  of  the  corporate  fi- 
nance division  of  the  SEC,  "We  really 
don't  have  the  staff  or  resources  to 
monitor  every  single  private  offer- 
ing. There's  just  no  way  to  mon- 
itor all  the  offerings  going  on 
out  there. 

"We  think  requiring  all 
these  companies  to  file 
with  the  SEC  would  be 
overkill.  Every  time  five 
or  six  guys  want  to  start 
a  little  company  in  their 
garage  and  issue  stock,  do 
you   really   want   to  require 
them  to  file  with  us?  There  may 
not  be  a  positive  cost-benefit  rela- 
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A  promoter  raised  $600,000 
from  stock  in  a  $14  million 
resort.  He  had  no  zoning  ap- 
provals, no  prepared  plans 
and  no  experience  in  the  busi- 
ness. When  the  SEC  finally 
plunged  into  the  mess,  they 
couldn't  even  begin  to  track 
down  the  $600,000— the  pro- 
moter also  had  no  records. 


tionship  to  society  as  a  whole  to  have 
a  federal  presence  in  all  of  these  small 
transactions.  .  .  ." 

Tell  that  to  the  guy  with  2,000  shares 
in  an  unminable  coal  mine. 

When  those  chickens 
really  come  home  to  roost 

Now  that  all  these  new  depreciation 
schedules  like  10-5-3  will  likely  be  going 
into  effect,  the  hope  is  that  companies 
will  modernize  quickly. 

Sounds  good,  but  welcome  to  the  real 
world.  Often  hidden  in  the  rafters  of 
those  old,  outmoded  factories  are  large 
potential  writeoffs:  unfunded  pension 
liabilities. 

Normally,  unfunded  pension  liabilities 
aren't  much  of  a  problem  except  for 
firms  tottering  on  the  edge  of  bankrupt- 
cy, or  in  potential  takeover  situations. 
But  stockholders  can  be  hit — hard — by 
these  amassed  liens  on  a  company's  in- 
come after  a  plant  closing. 

According  to  accepted  accounting 
practice,  a  company  should  write  off  the 
pension  costs  for  all  workers  dismissed 
when  a  plant  closes.  The  companies 
most  likely  to  be  closing  plants — in  old 
basic  industries — unfortunately  tend  to 
be  those  with  the  largest  unfunded  pen- 
sion liabilities.  There  are  also  other  con- 
tractual obligations,  like  insurance  poli- 
cies, that  must  be  reckoned  with  when 
it's  time  to  shut  the  old  place  down. 

Bethlehem  Steel's  experience  provides 
a  striking  example.  In  1977  Bethlehem 
took  a  writedown  of  $750  million  for 
shutting  down  old  mills.  At  the  time, 
critics  charged  that  the  writedown 
wouldn't  have  been  so  huge  if  the  com- 
pany had  been  depreciating  those  plants 
more  rapidly.  In  fact  that  was  only  part  of 
the  picture.  Of  the  $750  million,  some 
$483  million  came  from  employee-relat- 
ed costs,  most  of  them  unfunded  pension 
liabilities. 

Bethlehem  Steel  is  far  from  alone.  Just 
last  year,  U.S.  Steel  took  an  $808  million 
writeoff  from  plant  closings,  slightly  over 
half  of  which  was  attributable  to  its  em- 
ployee benefits.  Result:  a  $293  million 
loss.  Without  the  writeoff  for  unfunded 
pension  liabilities,  the  firm  would  still 
have  been  able  to  show  something  like 
$100  million  in  profits. 

Or  take  Uniroyal.  Its  plant  closings  last 
year  cost  about  $54  million  in  writeoffs, 
leaving  a  net  loss  of  $120  million.  Again, 
about  a  quarter  of  the  writeoff  was  due  to 
unfunded  pension  liabilities  and  other 
employee  benefit  packages. 

To  be  sure,  Uncle  Sam  helps  out  a  bit 
since  those  losses  can  be  carried  forward 
to  offset  tax  bills  for  years  to  come.  Still, 
writeoffs  of  this  magnitude  are  extreme- 
ly painful. 


Some  companies  try  to  avoid  the  p, 
of  closing  a  plant,  in  fact,  by  paying  < 
the  unfunded  liabilities  just  as  tl 
would  have  if  the  plant  had  not  clos 
According  to  Lawrence  C.  Best,  proi 
sional  accounting  fellow  of  the  Securit) 
6v  Exchange  Commission,  "Some 
countants  say  there  is  justification 
flexibility.  But  as  for  me,  I  don't  belij 
that  GAAP  provides  a  supermarket 
alternatives.  There's  one  right  ans\| 
and  that  is  to  recognize  immediat 
costs  that  have  no  ascertainable  econd 
ic  value  in  the  future."  Certainly  thj 
the  old  accountant's  maxim:  In  orden 
pay  out  money  for  an  item,  there  shoi 
be  the  potential  of  income  coming 
from  it.  When  you  have  decided  to  cl 
the  books  on  a  plant,  they  should 
closed— both  on  assets  and  on  liab| 
ties — completely. 

In  fact,  the  American  Institute 
CPAs  came  out  recently  with  an  isj 
paper  urging  the  Financial  Account 
Standards  Board  to  adopt  this  logic  ; 
mandate  that  all  unfunded  pension  ha 
ities  be  charged  to  expenses  as  soon  I 
plant  is  closed.  That  may  be  painful 
those  companies  which  have  been  ke 
ing  plants  open  long  after  they  sho 
have  been  closed  in  order  to  avoid  tak 
huge  writeoffs. 

But  there's  no  avoiding  the  cold,  h 
logic  that  financial  reporting  should 
tied  to  economic  reality,  not  natio 
economic  objectives.  No  matter  h 
much  it  hurts. 

"Where  was  that 
billion  again?" 

Senator  Daniel  Patrick  Moynihan 
Forbes  on  murky  municipal  accounti 
"I  don't  care  if  they're  hiding  things, 
long  as  they  know  what  they're  hiding 

Buried  treasure, 
part  2 

When  Forbes  looked  at  reserve-reco,t 
tion  accounting  (Numbers  Game,  s 
29) — which  requires  oil  companies 
book  profits  when  the  oil  is  discovei 
not  when  it  is  sold— the  oil  firms  aim 
unanimously  agreed  that  it  was  impo 
ble.  Reserve  estimates  could  never 
verified  or  audited,  they  protested. 

The  accountants  are  moving  ahead  a 
way.  The  American  Institute  of  Certii 
Public  Accountants  has  just  come 
with  guidelines  for  auditors  to  use 
dealing  with  reserve  estimates.  Althoi 
the  guidelines  don't  call  for  an  audil 
such,  they  mandate  that  the  auditor  m: 
sure  the  information  is  properly  and  e< 
pletely  given  according  to  Securities 
Exchange  Commission  and  FASB  ruhr 

The  drumbeats  are  getting  louder.  I 
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ST.  JOE  GOLD. 


High  in  the  Chilean  Andes, 
St.  Joe  is  developing  El  Indio,  a 
major  gold  discovery.  A  discovery 
that  includes  large  amounts  of 
silver.  While  regular  production 
is  scheduled  for  1981,  gold  ore 
shipments  have  already  begun. 

In  California,  St.  Joe  has  siz- 
able interests  in  the  San  Juan  and 
Yuba  gold  properties.  San  Juan 
has  one  of  the  nations  larger  un- 


developed gold  reserves. 

Gold  and  other  precious 
metals  are  just  a  part  of  St.  Joes 
exciting  future.  In  the  early 
1970s,  St.  Joe  embarked  on  a 
bold,  but  well-planned  course  of 
diversifying  into  rapidly  growing 
markets  for  precious  metals,  en- 
ergy and  natural  resources. 

This  ten-year  capital  expan- 
sion program  should  total  over 


two  billion  dollars  by  1984.  And  it 
is  already  beginning  to  pay  off 
Properties  such  as  El  Indio  and 
those  in  California  will  add  to 
St.  Joes  earnings  and  growth. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Joe? 

DISCOVER  US. 

St  Joe  minerals  Corporation 
Energy&metals 


For  a  copy  of  our  Annual  Report,  write  to  our  Chairman,  John  C.  Duncan,  Box  lC,St.  Joe  Minerals  Corporation,  250  Park  Avenue,  N  Y  .  N  Y  1001"7. 


This  Christmas, 
Give  A  Masterpiece. 


Your  friends  will  enjoy 
a  toast  of  "Turkey" 

for  the  Christmas  celebration. 
AtlOl-Proof,  Wild  Turkey* 
is  a  recognized  masterpiece- 
America's  finest  native 
whiskey.  You'll  find  it  dressed 
for  Christmas  in  an  elegant 
gift  carton. 

To  send  a  gift  of  Wild  Turkey 

call  toll-free:  800-327-0243. 
(two  bottle  minimum) 

Void  where  prohibited  by  law 


ther  before-dinner  treat  for  those  who  prefer  America's 

st  whiskey  at  a  lower  proof— 86. 8- Proof  Wild  Turkey. 

also  packaged  ready  for  giving,  in  a  striking  holiday  carton. 


The  world's  finest 
whiskey  in  the  world's 
finest  crystal  by  Baccarat?1 

This  decanter  masterpiece-containing  101-Proof  Wild 
Turkey— comes  in  a  "Captain's  chest"  of  hand-hewn  wood 
with  a  hand-rubbed  finish.  Inspired  by  early  American 
decanters,  it's  a  true  family  heirloom.  About  $250. * 
(For  further  information,  call  toll-free  800-228-5000. 
Nebraska  residents  call  800-642-8777.)  *Pnce  may  vary  by  state. 


TURKEY 


:ollectors  of  Americana  (and  connoisseurs  of  Wild  Turkey), 
irica's  great  native  bird  is  commemorated  in  this  limited-edition 
mic  decanter  filled  with  101-Proof  Wild  Turkey.  It's  a  handsome 
/ersation  piece"  and  an  ideal  Christmas  gift.  Beautifully  boxed. 


After  dinner,  savor  the  "Sippin'  Sweet  Cream"  taste  of 
Wild  Turkey  Liqueur.  Of  the  world's  great  liqueurs,  only  one 
is  made  in  America-Wild  Turkey  Liqueur.  Now  you  can  serve 
Turkey  after  dinner  too!  Elegantly  gift-packaged.  80  Proof. 


The  American  Worker. 

Head  of  a  family,  heart  of  a  nation. 

We've  been  insuring  America's  most 
valuable  resource,  her  workers,  for  almost  100 
years  now.  But,  only  in  recent  years  has  it  be- 
come apparent  how  inflation  can  eat  away  at  a 
family  s  hard-earned  assets,  including  its  life 
insurance.  For  example,  if  you  bought  a  policy 
in  1970,  each  $10,000  of  its  benefits  is  worth 
only  $5,500  today. 

You  can  help  keep  up  your  level  oj pro- 
tection with  A  MLife  s  $250,000  minimum 
one-year  Term  policy.  If  you're  a  30-year-old 
man,  each  $1,000  of  protection  costs  just 
$1.97  a  year.  .  .  and  take  40?  off  that  if  you 
don't  smoke  cigarettes.  Rates  for  women  are 
even  lower.  Call  or  write  us  today  for  more 
information  on  this  plan  for  renewable  and 
convertible  life  protection. 


JL\merican 
Mutual 

INSURANCE  COMPANIES  WAKEFIELD  MOSS  01880 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


ould  the  hard-liners  at  EPA  at  last  be  right? 
ould  activated  carbon  make  tap  water  more 
impetitive  with  Perrier? 


Filters  upon 
the  water 


By  William  Baldwin 


q|  ooner  or  later,  if  the  environ- 
|k  mentalists  have  their  way,  the  En- 
W  vironmental  Protection  Agency 
ill  slap  a  carbon-filtration  rule  on  water 
plities. 

| EPA  proposed  such  a  rule  in  1978,  but 
treated — temporarily — last  year  under 
iticism  from  the  water  companies, 
neir  trade  group,  the  American  Water 


Works  Association,  put  the  capital  cost 
of  the  proposal  at  over  $5  billion,  and 
even  EPA  experts  came  up  with  a  price 
tag  of  $1  billion.  Nonetheless,  says  Rob- 
ert H.  Harris,  a  member  of  the  White- 
House  Council  on  Environmental  Qual- 
ity and  one  of  the  prime  factors  behind 
the  Safe  Drinking  Water  Act  of  1974:  "I 
hope  they  will  be  preparing  standards 
that  require  activated  carbon  in  the  near 
future." 


tckensack  Water  Cos  nearly  empty  Lake  Tappan  reservoir  (above),  and  Bridgeport 
Din  >  Hydraulic  Co.  s  new  $19  million  conventional  sand  filtration  plant 
rbon  filters  would  only  further  burden  already  strained  capital  budgets. 


The  government's  reason  for  demand- 
ing filters  at  the  waterworks  is  the  as  yet 
unproved  hypothesis  tying  trace  chemi- 
cals in  tap  water  to  the  cancer  death  rate. 
It  was  Harris'  1974  study  connecting 
cancer  with  drinking  water  from  the 
Mississippi  that  spurred  passage  of  the 
federal  legislation.  Many  of  these  chemi- 
cals— primarily  pesticides,  industrial  sol- 
vents and  other  chlorinated  hydrocar- 
bons— have  been  identified  in  tap  water, 
although  their  cancer-causing  impact  is 
far  from  proved. 

Filtration  with  activated  carbon  gran- 
ules could  also  help  reduce  contamina- 
tion by  a  class  of  compounds  called 
THMs  (for  trihalomethanes),  which  are, 
ironically,  born  in  the  water  purification 
process.  THMs,  in  particular  the  prob- 
able carcinogen  chloroform,  are  created 
when  disinfectant  chlorine  reacts  with 
certain  naturally  occurring  organic  sub- 
stances. Most  utilities  will  probably  be 
able  to  comply  with  the  100-parts-per- 
billion  limit  on  THMs  merely  by  adjust- 
ing their  chlorination  procedures,  but 
EPA  is  already  hinting  that  it  might 
someday  stiffen  the  standard  to  10  or  25 
parts  per  billion. 

The  industry,  the  regulators  and  the 
environmentalists  have  argued  long  and 
bitterly  over  the  validity  of  the  cancer 
studies.  The  American  Water  Works  As- 
sociation has  sued  EPA  in  an  effort  to 
raise  the  THM  limit  to  300  and  is  lobby- 
ing for  a  scaling  back  of  the  1974  law. 
"The  zealots  over  there  [at  EPA]  feel  that 
zero  risk  is  the  way  to  go,"  complains 
Cliff  Atkinson  of  AWWA's  Washington 
office.  "Cancer  scares  people." 

The  cancer  question  may  be  unan- 
swerable. The  risk  is  proportionately  so 
small — perhaps  a  few  hundred  excess 
deaths  per  year,  according  to  Joseph  A. 
Cotruvo,  in  charge  of  water  standards  at 
EPA — that  it  may  prove  to  be  statistical- 
ly unverifiable. 

The  clean-water  advocates,  to  be  sure, 
are  going  to  have  a  much  harder  time 
under  Ronald  Reagan's  EPA.  But  it  will 
still  be  hard  to  be  against  cancer  control. 
And,  above  and  beyond  the  scientific 
studies,  there  is  evidence  that  a  lot  of  the 
customers  think  their  tap  water  today  is 
not  good  enough.  Sales  of  bottled  water, 
home  filtration  devices  and  the  like  are 
approaching  $400  million  a  year.  Not 
that  these  outlays  necessarily  guarantee 
any  improvement  in  quality:  In  a  recent 
Consumer  Reports  blind  taste  test,  New 
York  City  tap  water  (cost,  about  0.01 
cent  per  serving)  came  out  ahead  of  all 
the  fancy  imported  brands. 

As  for  home  filtering  devices,  the  af- 
fordable ones  typically  contain  too  little 
carbon  to  do  much  good,  according  to  an 
EPA  test  revealing  that  they  take  out  as 
little  as  4%  of  the  THMs  in  tap  water. 
The  top  scorer  among  the  31  models 
tested,  with  prices  ranging  up  to  $400, 
was  an  industrial  device  made  by  Milli- 
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At-A-Glance  Personal  Planners 

How  to  spend  your  time  for  fun  and  profit. 
Check  your  day  week  or  month  At -A- Glance. 

SHEAFFER  EATON  hi^i:MM 

Sheaffer  Eaton  Division  oi  Textron  Inc 


Behind  this 
great  hotel  name, 

there's  a  great  hotel  name. 


London's  Grosvenor  House  is  a  by- 
word for  its  superb  Park  Lane  loca- 
tion and  luxurious  ambience.  You'll 
enjoy  an  extraordinary  experience  in 
distinctive,  personal  service  there.  No 
wonder.  It's  a  Trusthouse  Forte  hotel, 
your  pledge  of  the  finest  standards  at 
over  200  hotels,  Post  Houses,  and 
charming  country  inns  we  own 
throughout  the  U.K.  And  at  hotels 


GD 

GROSVENOR  HOUSE 

London.  England 


and  resorts  in  Europe  and  the  world. 
Get  a  great  name  behind  you.  And 
great  people.  Call  toll-free  800- 
223-5672  nationwide.  800-442-5886 
in  New  York  State.  212-541-4400  in 
New  York  City.  1-800-268-3211  in 
Canada  Or  see  your  travel  agent. 

TRUSTHOUSE  FORTE  HOTELS 


pore  Corp.'s  Continental  Water  Condi 
tioning  subsidiary  that  removed  99% 
THMs   and   87%    of   heavier  organi 
ehemicals.  It  costs  about  $35  to  instal 
plus  $90  a  year  for  the  carbon. 

Filtration  at  the  water  company  plant 
by  contrast,  would  cost  only  $17  a  vea 
per  person  served,  according  to  EPA' 
most  pessimistic  projections.  Even  th 
industry  comes  up  with  an  annual  pe 
capita  cost,  including  amortization  an 
operation,  of  $10  to  $30.  Says  EPA's  Col 
truvo:  "It's  more  efficient  to  deal  wit]  I 


"The  zealots  over  at  EPA  fee 
that  zero  risk  is  the  way  to  go 
Cancer  scares  people." 

—Cliff  Atkinson 
American  Water  Works  Associatioi 


this  in  the  central  facility  than  to  haw 
people  spend  69  cents  a  gallon  at  th 
store  or  have  some  kind  of  a  device  o| 
their  tap." 

The  $5  billion  capital-cost  estimac 
from  the  water  works  people  assume 
that  virtually  every  large  U.S.  systei 
would  have  to  install  carbon  filters.  C( 
truvo  says  EPA's  1978  proposal  woul 
have  required  carbon  treatment  only 
suspect    water   supplies,  downstrean 
from  polluting  industries:  It  wouldn 
have  applied  to  New  York  City's  "abs< 
lutely  pristine"  reservoir  system,  for  ii 
stance.  With  that  change  in  assumj 
tions,  the  industry  figure  comes  down 
$1.85  billion.  No  trifle,  but  small  con 
pared  with  the  total  capital  demands 
$75  billion  to  $  1 10  billion  the  water  su] 
pliers  will  face  in  the  next  two  decades 
replace  aging  mains  and  develop  new  wi 
ter  sources. 

Hackensack  Water  Co.,  one  of  the  lar, 
er  investor-owned  outfits,  expects 
huge  outlays  because  of  the  Safe  Drin 
ing  Water  Act,  says  President  Robert  i 
Gerber.  The  water  is  already  clean  an 
the  THM  count  down  to  70.  His 
problem  is  trying  to  get  40  million  ga 
Ions  a  day  out  of  the  Passaic  River, 
northern  New  Jersey  doesn't  run  dry. 

Carbon  filtration,  when  it  come 
shouldn't  be  too  much  of  a  shock  to  tl 
industry.  It  has  been  done  for  years  1 
water  utilities  in  Europe,  where  custon 
ers  can't  stand  the  smell  of  chlorine.  Tl 
same  goes  for  soft-drink  bottlers  ai) 
brewers  in  the  U.S.  who  use  it  for  tasi 
and  odor  removal.  So  perhaps  the  U.I 
water  companies  had  best  go  along,  eve 
though  the  health  benefits  are  murky 
best.  But  that  doesn't  mean  the  comn 
of  carbon  filtration  will  cut  into  the  sal 
of  bottled  water  and  filtering  device 
Anyone  who  expects  customers  to  alt 
their  buying  patterns,  just  because  the 
water  company  adopts  carbon  filtratia 
has  a  lot  to  learn  about  the  world 
marketing.  ■ 
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Can  you  spot  the  difference 
between  these  twins? 


This  twin  was  made  by  a  Xerox  2300  copier  This  twin  was  made  by  a  Toshiba  BD  3201  copier 

costing  $3,695*  with  a  suggested  manufacturer's  retail  price  of  $2,995. 


In  case  you  haven't  spotted  it,  the  big  difference  is  the  price. 

The  Toshiba  BD  3201  dry  plain-paper  copier  is  proof  that  you  don't  have  to  pay  a 
higher  price  for  high-quality  copies. 

Before  we  could  prove  it  to  you,  we  had  to  prove  it  to  ourselves.  We  made  two  copies. 
One  on  a  Xerox  2300  copier.  One  on  a  Toshiba  BD  3201  copier. 

Both  made  excellent  copies.  Ours  costs  less. 

But  don't  just  take  us  at  face  value.  You  can  spot  all  the 
benefits  you  look  for  in  a  compact  copier. 

Our  1-99  digital  counter  with  auto  reset  helps  prevent  copy 
mistakes.  Our  adjustable  cassette  handles  both  standard  and  legal- 
size  paper.  There's  even  a  clear/stop  key. 

And  if  all  that  isn't  enough,  the  BD  3201  boasts  an  interna- 
tional record  of  success. 

So  if  you  thought  you  had  to  spend  $3,695  for  a  compact 
copier  with  similar  features,  start  thinking  differently.  82  Totowa  r^.w^nj  owo  muoij  628-sooo 


Xerox*  is  a  trademark  of  Xerox  Corporation  •  Published  price  July  8 ,  1980 


At  Digital,  we  think  a  computer 

service  people  wholstai 


Hardware  isn't  everything,  even 
when  it's  as  good  as  ours.  Today,  you 
demand  a  lot  more  from  a  computer  com- 
pany. You  demand  follow-through. 

Distributed  computing  systems 
require  their  own  unique  kind  of  follow- 
through.  Service  capabilities  must  be  as 
flexible,  as  localized,  and  as  geographically 
dispersed  as  the  systems  they  support. 

That's  why  Digital  fields  a  worldwide 
team  of  over  14,000  customer  service  people, 
people  thoroughly  versed  in  the  workings 
of  distributed  computing.  They'll  provide 
help  where  and  when  you  need  it,  instruction 
where  and  when  you  want  it,  and  the  secur- 
ity of  knowing  that  a  major  international 
company  is  backing  up  your  system. 


Hardware  service.  A  plan  to  fit  any  need. 

Different  Digital  customers  require 
different  levels  of  service.  For  example, 
if  downtime  on  your  computer  means 
downtime  on  your  business,  there's 
a  lot  we  can  do  to  minimize  it.  We  can 
guarantee  service  calls  within  a  few  hours, 
seven  days  a  week.  We  can  perform  pre- 
ventive maintenance  on  a  regular  basis. 
And  we  even  have  Remote  Diagnosis,  a 
state-of-the-art  troubleshooting  procedure 
in  which  our  computers  diagnose  yours 
over  the  phone,  saving  time  and  money. 
User  training.  Learning  to  work  with 
our  computers. 

Digital  has  23  training  centers  world- 
wide, including  over  500  systems  solely 


id 


is  only  as  good  as  the  14,000 
stand  behind  it. 


1980,  Digita 


devoted  to  hands-on  instruction.  Accord- 
ing to  your  needs,  we  can  train  your  peo- 
ple in  three  different  ways:  by  lecture  and 
ab  training  at  our  centers,  by  self -paced 
aining  courses,  or  by  on-site  instruction 
right  in  your  own  offices, 
oftware  support.  Expertise  across 
e  board. 

Digital  has  more  than  1,500  soft- 
ware experts  in  150  locations  worldwide, 
eii'  They  can  install,  debug,  maintain,  and  up- 
date 15  different  operating  systems,  using 
27  major  computer  languages.  And  they  can 
design  and  test  software  in  a  dozen  dif- 
ferent application  areas. 

Service.  Training.  Support.  With 
Digital,  you  get  a  lot  more  than  superior 


>lely 


hardware.  You  get  a  long-term  commitment. 
To  your  computers.  To  your  business. 
And  to  your  peace  of  mind. 

Digital  Equipment  Corporation, 

129  Parker  St.,  Maynard,  MA  01754.  In 
Europe:  12  av.  des  Morgines,  1213 
Petit-Lancy /Geneva.  In  Canada:  Digital 
Equipment  of  Canada,  Ltd. 
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We  change  the  way 
the  world  thinks. 


OOOD 


In  Germany,  many  highways 
have  no  speed  limits,  and 
gas  costs  $2.50  a  gallon. 
Now  you  know  why  we 
built  the  Audi 4000  4R 


Introducing  the  sports  sedan 
that  doesn't  sacrifice  economy 
for  performance. 

Conventional  wisdom  has  it 
that  high  performance  and 
high  economy  aren't  exactly 
compatible. 

We  at  Audi  know  better. 

The  proof  is  in  the  picture. 

The  Audi  4000  4E  you  see 
whizzing  by  delivers  outstanding 
gasoline  mileage  from  the  same 
engine  that  is  capable  of  doing 
100  miles  an  hour.  Effortlessly. 

According  to  EPA  estimates, 
the  4E  is  good  for  an  EPA 
estimated  (zo)  mpg,  41  mpg 


estimated  highway.  (Use  the 
"estimated  mpg"  for  comparison. 
Mpg  varies  with  speed,  trip  length, 
weather.  Actual  highway  mpg  will 
probably  be  less.) 

How  is  this  possible  from  a 
car  that  can  do  zero  to  50  in  a 
quick  9.6  seconds? 

For  one,  the  4E  has  a 
smooth,  gas-saving  5-speed 
transmission.  Fifth  gear  acts  as  a 
cruising  gear,  helping  the 
engine  operate  at  low 
revolutions  and  peak  efficiency. 

For  another,  the  4E  has  a 
highly  advanced  CIS  fuel 
injection  system.  It  meters  out 


the  correct  amount  of  fuel 
needed  at  all  times. 

Press  the  accelerator  and  the 
1. 7-liter,  overhead  cam  engine 
responds  instantly. 

Once  on  the  road,  you  realize 
this  is  a  car  without  bad  habits. 

No  excessive  leaning  on 
corners.  No  stumbling  through 
potholes. 

Since  Audi  engineers 
pioneered  front-wheel  drive 
nearly  50  years  ago,  automobiles 
with  the  Audi  marque  have 
been  known  for  exceptional 
handling. 

The  4E  is  no  exception. 

Its  perfected  front-wheel 
drive  and  sophisticated 
suspension  keep  it  running  close 
to  the  ground  with  extraordinary 
balance  and  grace. 

Into  this  car  has  gone  some  of 
the  most  advanced  technology 
in  automotive  design  today. 

Maybe  that's  why  they  love  it 
in  Europe. 

And  why  you'll  love  it  in 
America. 

For  your  nearest  dealer,  call 
toll-free:  (800)  447-4700.  In 
Illinois,  (800)  322-4400. 


Growth  is  virtually  guaranteed  at  David  Wingate  s  Hi-Shear  Indus- 
ries.  The  question  now  is  what  he  and  the  company  will  make  of  it. 


The  gnat 
that  roared 


By  Steven  Flax 


hen  Delta  Air  Lines  an- 
nounced last  month  that  it 
would  be  spending  $3  billion  for 
)  of  Boeing's  new  757  twinjets,  the 
ation  wasn't  confined  to 
)eing  headquarters  in  Se- 
tle.  Across  the  country 
the  home  office  of  Hi- 
lear  Industries  in  North 
ills,  N.Y.,  pulses  were 
so  beating  with  a  tempo 
iniscent  of  a  cash  reg- 
er  racing.  The  Delta  deal 
11  mean  plenty  of  new 
siness  for  $90.2  million 
st  twelve  months'  sales) 
-Shear  on  top  of  a  $74 
llion  backlog,  because 
e  company  makes  the 
uctural  fasteners  speci- 
d  by  Boeing's  design  for 
757. 

f  you're  reading  this  ar- 
le  in  an  armchair  some- 
ere,  Hi-Shear's  product 
e  may  seem  like  ]ust 
ts  and  bolts  to  you.  But 
ou're  flying  somewhere 
are  at  an  altitude  of, 
,  30,000  feet,  then  con- 
er  this:  Hi-Shear's  prod- 
s  are   what's  holding 
r  plane  together  right 
no  matter  what  sort 
lane  you're  in.  Virtually 
current  and  future  com- 
rcial  and  military  air- 
t    produced    in  the 
stern    World  contain 
stantial  numbers  of  Hi- 
£ar's    technically  ad- 
iced    fasteners.  That 
ans     that  Hi-Shear's 
ts,  bolts  and  installation 
Is  have  been  specified 
he  design  and  construc- 
protocols  for  the  new 
eration  of  more  fuel-ef- 


ficient airplanes  being  demanded  by  the 
large  commercial  carriers:  the  Boeing  767 
as  well  as  the  757  and  the  A-300  Airbus. 
(Hi-Shear  was?w;  the  manufacturer  of  the 
engine  bolts  that  failed  in  the  1 979  crash  of 
a  DC- 10  at  O'Hare  Airport.) 


Hi-Shear's  David  Wingate 

"We're  not  going  to  leverage  ourselves  to  extremes.' 


In  addition,  Hi-Shear's  Midwood  and 
Tube-Line  divisions  manufacture  and 
distribute  a  full  line  of  pressure-piping 
components  like  fittings  and  flanges  for 
oil  pipelines,  refineries,  chemical  and 
petrochemical  plants,  shipbuilders  and 
utilities.  Finally,  Hi-Shear 
makes  devices  used  to  re- 
lease missiles  and  space 
vehicles  from  launchpads, 
to  separate  stages  of  mis- 
siles and  space  vehicles 
and  to  actuate  a  variety  of 
mechanisms  in  missiles 
and  space  vehicles  during 
flight.  Hi-Shear  separation 
devices  are  now  used  in 
most  U.S.  space  and  mis- 
sile programs,  including 
the  NASA  manned  space 
shuttle  program  and  the 
Cruise  missile. 

"We  have  a  body  of 
technical  expertise  in  fas- 
tening that  would  be  hard 
to  duplicate  elsewhere," 
says  Chief  Financial  Offi- 
cer Frank  Bloom,  who  ad- 
mits to  being  a  "frustrated 
engineer."  "Some  of  our 
competitors  don't  engage 
in  development  work  at 
all."  Hi-Shear's  patented 
fastener  technology  has  in 
fact  become  the  standard 
of  the  aerospace  industry. 
All  the  personnel,  from  59- 
year-old  CEO  David  A. 
Wingate  on  down,  seem  to 
take  pride  in  the  imagina- 
tion and  refinement  of 
their  products. 

As  you  might  expect  of 
an  original  equipment 
maker  designed  into  near- 
ly all  the  commercial  and 
military  aircraft  of  the 
Eighties,  Hi-Shear  has 
been  doing  quite  well. 
Since  being  formed  in  Jan- 
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uary  1977  by  the  merger  of  Hi-Shear 
Corp.  and  Midwood  Industries — a  pri- 
vately held  company  that  contributed 
the  pressure-piping  part  of  the  busi- 
ness— Hi-Shear's  sales  have  soared  from 
$28.4  million  to  today's  $90.2  million 
level.  Net  income  for  the  last  12  months 
reached  a  record  SI  1.6  million,  almost  4 
times  the  $2.9  million  the  company  re- 
ported its  first  fiscal  year — and  all  of  that 
has  been  internally  generated  growth. 

That's  exceptionally  profitable  growth, 
too.  Until  the  company's  equity  was  in- 
creased $19.8  million  by  a  public  stock 
offering  (the  company's  first)  of  1.32  mil- 
lion shares  in  August,  its  return  on  aver- 
age equity  had  been  running  at  31.7%. 
Now,  reflecting  the  155%  increase  in 
equity,  it  is  about  25%. 

Given  the  designed-in  demand  for  its 
products  by  the  airplane  manufacturers, 
you'd  expect  that  Hi-Shear  would  relax  a 
bit  and  enioy  its  recent  success.  Unfortu- 


nately, there's  an  enormous  catch-22 
built  into  Hi-Shear's  major  market.  None 
of  Hi-Shear's  major  customers — Boeing, 
McDonnell  Douglas  and  Northrop — will 
permit  Hi-Shear  to  be  the  sole  source  of 
the  fasteners  they  specify  for  their 
planes.  Hi-Shear  must  offer  its  technical 
knowhow  and  patent  licenses  to  other 
companies  like  SPS  Technologies,  VSI  or 
the  Fastening  Systems  Division  of  Lit- 
ton Industries  in  return  for  royalties.  No 
matter  how  much  Hi-Shear  invests  in 
development  and  no  matter  how  innova- 
tive they  become,  they  know  that  they 
can  never  keep  the  rewards  entirely  to 
themselves. 

Since  Hi-Shear  is  often  forced  to  com- 
pete against  its  own  products,  in  many 
cases  the  winner  is  the  company  that 
can  make  prompt  deliveries  in  quantity, 
not  the  one  that  can  make  the  best  prod- 
uct cheapest.  Size  sometimes  decides 
that  sort  of  horse  race,  so  Hi-Shear  is  at 


times  outsold  by  larger  competitors  vo 
can  produce  more  of  its  fasteners  fast 
This  problem  makes  Hi-Shear's  per^ 
mance  since  the  merger  appear  ei 
more  remarkable. 

Fortunately  for  Hi-Shear,  prosperity 
the  face  of  adversity  is  something  I 
David  Wingate  knows  quite  a  bit  abd 
In  the  early  Fifties  Wingate,  a  natj 
Israeli,  owned  a  successful  business  ml 
ing  water  heaters  and  gas  cyhndersi 
Israel.  "It  was  a  small  business  q 
there.  The  country  is  small  and  so  ev 
thing  is  small,"  says  Wingate,  who 
self  is  small  in  stature,  but  large  in 
tion.  "Anyway,  I  came  on  business  to 
U.S.  and  saw  the  enormity  of  the  col 
try,  the  possibilities.  I  decided  right  tj 
to  emigrate  from  Israel  to  the  U  S 

At  the  time  Wingate  had  few  conta 
in  the  U.S.  and  Israeli  law  required  | 
he  leave  all  his  productive  assets 
investments  in  the  country  when 


Industrial  National  Corporation 


InCorp  (NYSE-INB)-a  $3.2  billion  diversified  financial  services 
company  -  maintains  a  consistent  growth  pattern. 

•  Third  quarter  earnings  of  $1.14  a  share -up  12%  from  $1.02  last  year. 

•  9- month  earnings  of  $3.33  a  share -up  12%  from  $2.96  last  year. 

•  Record  quarterly  income  of  $7  million. 

•  Record  9-month  income  in  excess  of  $20  million. 

•  Dividends  paid-up  33%  in  three  years. 

•  Annualized  return  on  common  equity  of  16%. 

•  Annualized  return  on  each  $100  of  assets:  86  cents. 

•  50%  of  income  comes  from  southern  New  England's  technology-rich 
economy  and  50%  from  the  rest  of  the  world. 

•  A  network  of  over  200  offices  in  25  states  and  4  foreign  locations 
enhances  growth  opportunities. 
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For  more  information  write:  Georgina  Macdonald,  Director.  Corporate  Communications, 
Industrial  National  Corporation.  55  Kennedy  Plaza.  Providence.  RI  02903.  or  call:  ^40P  278-5879. 


migrated.  He  knew  he  would  have  to 
art  from  scratch  if  he  chose  to  emi- 
rate, but  he  took  the  gamble  neverthe- 
ss.  After  a  year  and  a  half  in  the  U.S.  he 
as  able  to  become  the  American  mar- 
king rep  for  a  Scottish  company  he  had 
;alt  with  in  Israel  called  Clyde  Tube 
Hgings,  Ltd.  Over  the  next  several 
i:ars  Wingate,  a  reticent,  modest  man 
ho  had  studied  at  the  School  of  Law 
id  Economics  in  Tel  Aviv  and  learned 
hat  he  knows  of  metallurgy  on  the  job, 
lilt  a  nationwide  marketing  network 
Clyde. 

In  1958  Wingate  was  once  again  de- 
rived of  his  productive  assets.  Clyde 
ibe  was  acquired  by  the  Tube  Turns 
vision  of  Chemetron,  which  was  look- 
g  for  an  entry  into  the  Common  Mar- 
ftt.  Since  Tube  Turns  already  had  a  well- 
veloped  domestic  marketing  oper- 
ion,  Wingate  was  out  of  a  job.  "I  was 
:t  with  clientele,  customers  and  a 


knowledge  of  the  market,  but  without  a 
source  of  supplies,"  says  Wingate.  "So  I 
decided  to  go  into  manufacturing  these 
piping  components  myself."  With 
$50,000  in  capital  that  he  had  amassed 
and  with  loans  from  Bankers  Trust,  Win- 
gate set  up  his  own  machine  shop  called 
Midwood  Industries  in  1959  and  started 
producing. 

"Our  concept  right  from  the  begin- 
ning," says  Wingate,  "was  to  farm  out 
the  manufacture  of  the  forgings  and  con- 
centrate on  the  finished  products."  Like 
most  tiny  companies  just  starting  out, 
Midwood  stressed  service.  "We  had  to  do 
a  lot  of  convincing,"  Wingate  continues. 
"We  offered  price  concessions,  and  we 
persuaded  our  important  customers 
[from  the  years  when  he  was  represent- 
ing Clyde  Tube]  to  try  us  out.  Well,  they 
liked  the  service  and  the  business  started 
to  grow." 

Facing  stiff  competition  from  Cheme- 


tron, Taylor  Forge,  Babcock  &  Wilcox 
and  the  Grinnell  division  of  ITT,  Win- 
gate always  had  to  go  that  extra  mile.  On 
one  occasion,  when  piping  burst  at  an 
Exxon  refinery  in  Baton  Rouge  at  3:30 
a.m.  on  New  Year's  Eve,  Midwood's  sales 
representative  drove  to  the  site,  found 
out  what  components  were  needed  and 
was  able  to  get  a  crew  working  on  the 
order  in  their  Houston  plant  before  the 
sun  came  up.  By  late  that  New  Year's 
Day  the  parts  had  been  delivered,  the 
repair  made  and  the  refinery  back  in 
action  again. 

By  1975  Midwood  was  doing  $15  mil- 
lion in  sales  and  Wingate  wanted  to  di- 
versify. Although  the  market  for  pres- 
sure-piping components  is  not  cyclical,  it 
does  depend  on  the  capital  investment 
cycles  of  its  principal  end-users,  the  pe- 
troleum and  petrochemical  companies. 
Understandably,  Wingate  didn't  want  to 
be  dependent  on  one  market.  He  started 


tarter  earnings  increase. 

Subsidiaries  include: 
j  A  major  regional  bank. 

'  One  of  the  country's  largest  mortgage  servicing  companies. 

A  highly  successful  consumer  finance  company  operating 
1  in  the  heart  of  the  Sunbelt. 

An  innovative  leasing  company  with  offices  strategically 
located  in  major  cities. 

A  New  York-based  factoring  and  commercial  finance 
company  which  consistently  produces 
a  high  return.    ]  QG 
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looking  into  fasteners,  being  familiar 
with  them  because  they  are  used  to  )oin 
and  seal  the  piping  components  that 

he  sold. 

It  was  then  he  read  about  a  takeover 
being  attempted  against  a  company 
called  Hi-Shear  in  Torrance,  Calif. 
George  S.  Wing,  the  founder  of  Hi-Shear 
and  inventor  of  many  of  its  fasteners, 
was  being  threatened  by  wealthy  busi- 
nessman Frank  Klaus,  who  had  just  sold 
his  own  fastener  company.  Klaus  had 
plenty  of  money  and  wanted  another 
business  to  run.  Unfortunately  for  Wing, 
who  knew  there  wouldn't  be  room  for 
both  of  them  in  Hi-Shear,  financial  re- 
versals had  reduced  his  share  of  the  com- 
pany to  about  16%  and  Klaus  had 
amassed  close  to  50%  by  a  series  of  men- 
acing tender  offers. 

So  when  Wingate  approached  Wing 
about  investing  in  Hi-Shear,  Wing  saw 
Wingate  as  a  savior.  With  Wing's  bless- 
ing, Wingate's  Midwood,  which  was 
now  doing  about  $25  million  a  year, 
bought  about  10%  of  Hi-Shear  from  its 
subsidiary,  Hi-Shear  Caribe,  which  had 
bought  the  stock  to  help  Wing  fend 
off  Klaus. 

Klaus  then  tried  to  buy  Wingate  out  at 
a  premium.  But  Wingate  refused,  saying 
he  had  no  intention  of  betraying  Wing, 
and  invited  Klaus  to  sell  him  his  shares. 


Nine  months  later  Klaus  reluctantly  gave 
up  and  tendered  his  shares  to  Wingate, 
giving  him  48%  of  Hi-Shear. 

Since  the  merger,  Wingate  has  fol- 
lowed the  same  strategy  that  enabled 
him  to  stave  off  larger  competitor  in  the 
pressure-piping  business.  "We're  com- 
mitting our  capital  investment  on  the 
inventory  side  rather  than  on  the  forging 
side,"  Bloom  explains.  "Our  large  com- 
petitors may  have  more  capital,  but 
they've  got  it  spread  in  more  places. 
Even  though  we're  smaller  in  size,  we 
invest  proportionately  more  dollars  in 
inventory.  With  that  in-depth  inventory, 
we  can  act  like  a  superwarehouse  distrib- 
utor for  our  customers."  That  philosophy 
is  turning  into  an  even  bigger  plus  now 
that  the  aerospace  industry  is  heating  up. 
While  Hi-Shear  still  has  a  smaller  share 
of  the  market  than  some  of  its  licensees, 
it's  gaining  share  by  supplying  its  cus- 
tomers at  a  time  when  they  need  their 
parts  immediately,  and  will  remember 
later  who  delivered. 

Hi-Shear  has  had  comparatively  less 
success  with  some  of  its  recent  acquisi- 
tion targets.  Wingate  backed  away  from 
an  initial  investment  in  Eastmet  Corp.,  a 
metals  distributor,  because  he  didn't  like 
the  look  of  a  recent  acquisition  of  theirs. 
Then  an  attempt  to  acquire  A.V.C. 
Corp.,  a  manufacturer  of  fasteners  for  the 


automotive  and  other  industries,  vi 
also  quashed.  A.V.C.  owns  7%  and 
option  to  acquire  another  14%  in  $2 
million  (1979  sales)  Raybestos-ManhJ 
tan,  a  diversified  maker  of  automobj 
brake  linings  and  asbestos  products.  R. 
bestos,  worried  about  Hi-Shear's  intd 
tions,  quickly  topped  its  offer  for  A.VJ 
Now  Hi-Shear  has  taken  the  money  tri 
were  going  to  spend  for  A.V.C.  and  I 
dered  $30  per  share  for  900,000  shal 
(38.7%)  of  Raybestos.  With  a  close  J 
controlling  interest  in  Raybestos,  a 
Shear  would  have  a  strong  though  in| 
rect  interest  in  A.V.C.'s  auto  fasten 
prospects. 

Struggling  Raybestos  is  more  U 
three  times  as  large  as  Hi-Shear.  Isl 
this  a  little  like  the  gnat  swallowing  t 
camel?  "We  have  looked  at  substantial 
larger  possible  transactions,"  says  Fra 
Bloom.  "But  this  gnat  is  financially  qui, 
sound.  We  have  nothing  in  the  way 
debt.  If  I  were  to  borrow  enough  to  rj 
another  $60  million  company,  I'd  A 
$60  million  in  debt,  but  I'd  also  add  $ 
million  in  net  worth.  I'd  have  a  5Q 
debt-to-equity  ratio  when  I  complete* 
$60  million  acquisition.  And  if  it  wer| 
company  in  a  manufacturing  field  whj 
typically  the  ratio  of  net  worth  to  salel 
about  2  or  2.5  to  1,  then  I've  got  a  $1 
million  company  right  there.  Our  finj 
cial  position  is  such  that  we  have  t 
capability  of  doing  things  of  rather  s 
nificant  size  should  we  choose.  This  i 
gnat  with  a  potentially  powerful  stil 
er."  For  example,  last  year  Hi-Shl 
earned  more  than  twice  as  much  moi 
as  Raybestos-Manhattan  on  less  tfl 
one-third  the  sales. 

Wingate,  with  a  net  worth  of  arou 
$50  million,  including  1.5  million  (42) 
Hi-Shear  shares  now  trading  on  the 
Board  at  9  times  earnings,  is  somewi 
more  restrained.  "Everything  has 
make  economic  sense  for  us,"  he  si 
"We're  not  going  to  leverage  ourselves 
extremes  to  do  things.  If,  with  tods 
replacement  costs,  it's  cheaper  to  acqij 
an  existing  company  with  a  proven  pi) 
uct  and  good  potential,  then  that's  wl 
we'll  do.  Otherwise  we'll  build  new 
cilities  from  scratch.  We've  done  bo 
Getting  some  maximum  sales  volui 
some  number,  is  not  something  that 
tracts  me.  I  would  rather  have  a  comp; 
that's  sound,  solid  and  healthy." 

With  Hi-Shear's  fasteners  specifiec 
comercial  aircraft  production  schedi 
out  into  the  late  Eighties  and  milit 
spending  probably  up  12.6%  (the 
crease  in  the  procurement  budget  for 
cal  1981  okayed  by  the  House-Ser 
conference  committee),  such  maior 
quisitions  might  be  a  steadying  anc 
to  windward.  With  opportunities  like 
Shear  has,  David  Wingate's  challei 
will  not  be  the  growing  of  its  fastq 
business,  but  rather  keeping  itself 
tened  together  while  it  grows.  ■ 


' ;,  v  v.  ir fasteners  being  assembled 

zve:  expertise  in  fastening  that  would  be  hard  to  duplicate." 
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Anew 
dimension  in 
energy  savings 
along  existing  lines. 

I  Now  a  single  system  can  enhance  your  communications  capabilities  and 
lower  energy  costs  by  as  much  as  20%.  And  that  single  system  is  already  wired  to  a 
large  extent  in  any  building  with  existing  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation. 
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<^>  A  decision  within  a  process  symbolizes  information  management. 


Energy  communications  achieves  vital  savings  by  applying  the  specific 
J  strategies  of  a  Bell  System  Energy  Study  conducted  at  your  place  of  business. 

Dimension®  PBX  with  Energy  Communications  is  easy  to  operate  and 
I  easily  updated.  It  implements  your  programmed  "on-off"  cycles  and  load-shedding 
;  during  times  of  peak  demand.  It  transmits  signals  to  units  that  help  prevent  energy 
!  waste  in  ways  as  complex  as  adjusting  heating  and  cooling  systems  and  as  simple  as 
turning  lights  on  and  off.  Night  and  day.  Summer  and  winter. 

The  same  system  improves  overall  productivity  by  providing  more 
flexibility  and  greater  control  over  your  internal  and  external  communications. 

Managing  information  to  manage  energy  means  getting  the  most  from 
the  resources  on  hand— another  example  of  the  Bell  System  putting  its  knowledge  to 
1  work  for  your  business. 

The  knowledge  business 


Our  ability  to  look  below  the  surface,  as 
well  as  above  it,  is  what  makes  us  Grow. 


Nothing  challenges 
man's  ingenuity  and  technol- 
ogy like  the  sea.  Ocean  ves- 
sels are  constantly  covered 
with  fuels  and  chemicals, 
and  blasted  by  wind,  sun 
and  salt  spray.  Below  the 
surface,  rust,  corrosion  and 
fouling  organisms  insidiously 
and  unrelentingly  attack 
steel,  wood,  aluminum  and 
fiberglass,  affecting  each 
differently. 

Our  Devoe  Marine  high- 
performance  products  have 
faced  these  challenges  and 


are  the  American  leaders  in 
protecting  everything  from 
tankers  and  cargo  ships  to 
U.S.  naval  vessels,  aircraft 
carriers  and  Polaris  subs. 

Our  Devoe  Marine  divi- 
sion made  the  first  two-part 
epoxy  marine  coatings,  and 
pioneered  in  all  epoxy  coat- 
ings for  interiors.  They 
created  the  finest  Anti- 
Fouling  System  available 
today.  They  developed 
Catha-Coatr  an  inorganic 
zinc  coating  that  protects 
steel  from  corrosion  cathodi- 


cally,  and  a  whole  range  of 
tank  coatings-that  protect 
cargo  as  well  as  the  tank 
interior. 

Devoe  Marine  is  part  of 
our  Marine  and  Corrosion 
Control  Group,  one  of  four 
Grow  groups.  Since  1961, 
we  have  grown  from  $10  mil- 
lion in  sales  to  over  $200 
million,  and  have  paid  66 
consecutive  quarterly  cash 
dividends  and  over  91%  in 
stock  dividends. 

If  you'd  like  to  know  the 
rest  of  the  Grow  Group  mem- 


bers, write  to  us,  Grow  Group, 
Inc.,  Dept.  F-2,  Pan  Am 
Building,  200  Park  Avenue, 
New  York,  N.Y.  10017,  for  a 
copy  of  our  annual  report. 
And  find  out  more  about  the 
technological  advances  that 
make  us  Grow. 
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84,  Chicago's  Henry  Crown  is  still  wheeling 
id  dealing.  Dont  be  surprised  if  he  caps  his 
ireer  with  a  big  General  Dynamics  merger. 

The  crowning 
touch 


By  Howard  Rudnitsky 


:ago  financier  Henry  Crown 
>  gravel  track  (above),  and 
hi)  as  a  gram  mar  school 
lent  in  1910 

lere's  no  merit  to  the 
tent  ion  that,  because  of 
h  tax  rates,  young  people 
i't  do  well.  You  can  still 
'umulate  capital."  If  you're 
ewd  and  tough  like  Henry 
<wn,  that  is. 


Growing  up  on  the  streets  of  Chi- 
cago is  an  education  in  toughness, 
and  few  learned  those  lessons  bet- 
ter than  Henry  Crown.  He  has  applied 
his  old  survival  tactics  to  high  finance 
with  truly  impressive  results.  The  jewel 
in  Crown's  large  investment  portfolio 
(see  table,  page  78)  is  General  Dynamics 
Corp.,  a  likely  beneficiary  of  increased 
defense  spending.  Its  stock  has  already 
more  than  tripled  in  price  over  the  past 
two  years,  and  Crown,  his  family  and 
friendly  "associates"  hold  a  controlling 
20%  block  of  10  million  shares — current- 
ly selling  at  $40  a  share.  Crown,  howev- 
er, is  84  years  old,  and  even  as  General 
Dynamics'  stock  is  surging  he  worries 
about  the  future. 

Already,  says  Crown,  a  well-known  in- 
vestment banker  has  offered  to  buy 
Crown's  block  of  stock  and  arrange  a 
merger  between  St.  Louis-based  GD  and 
another  large  corporation.  "A  major  steel 
company  was  mentioned — which  I  im- 
mediately said  I  wasn't  interested  in," 
says  Crown.  "Then  we  talked  about 
some  large  oil  companies."  Crown  has- 
tens to  add  that  he's  not  pushing  any- 
thing. Just  listening,  mind  you.  But  he's 
smart  enough  to  know  that  the  time  to 
sell  is  when  you  are  riding  high  rather 
than  when  the  cycle  inevitably  turns 
down.  "I'm  looking  out  to  the  second 
half  of  the  1980s  and  1990  when  some  of 
the  bigger  current  defense  projects  may 
begin  to  taper  off,"  he  explains.  "We 
could  have  heavy  development  costs 
then,  and  a  merger  would  substantially 
reduce  that  risk." 

Despite  Crown's  age,  his  mind  is  as 
sharp  as  ever — and  so  is  his  need  for 
control.  Though  his  55-year-old  son  Les- 
ter is  a  capable  executive,  there  is  no 
doubt  as  to  who  oversees  the  family  en- 
terprises. When  Forbes  telephoned  Les- 
ter, Crown  himself  called  back  with  a 
terse  explanation:  "When  I'm  retired  or 
gone,  he'll  be  the  family  spokesman.  We 
can't  have  everyone  saying  something 
different,  so  I'll  do  the  talking." 

Crown,  the  son  of  a  penniless  Latvian 
immigrant,  keeps  his  memory  honed, 
too.  In  the  rough-and-tumble  Chicago  of 
the  Twenties  and  Thirties — when  he 
launched  his  business  career — it  was  im- 
portant always  to  remember  your  friends 
and  not  to  forget  your  enemies.  To  this 
day,  for  example,  he  can't  bring  himself 
to  forget  A.N.  Pritzker,  patriarch  of  the 
hotel  and  real  estate  clan  who,  Crown 
alleges,  snatched  a  smallish  acquisition 
from  under  his  nose  decades  ago.  That 
may  seem  like  vindictiveness,  but  it  is 
really  the  tough  underside  of  a  tenacity 
that  made  Crown  one  of  the  richest  men 
in  the  nation. 
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While  General  Dynamics  is  his  pas- 
sion, it  is  only  part  of  his  empire — and 
lately  several  other  Crown  investments 
have  been  faring  well  too.  For  example, 
the  Crown  family  holds  stock  that  could 
be  worth  its  current  $45  million  market 
value  if  the  proposed  merger  between  the 
Burlington  Northern  and  his  St.  Louis  & 
San  Francisco  Railway  is  approved.  His 
460,000  Frisco  shares  would  also  make 
him  the  Burlington's  largest  stockholder. 

Then  there's  the  current  spinoff  of  Es- 


mark's  oil  properties,  part  of  another  cor- 
porate restructuring  that  particularly 
pleases  Crown.  His  family  bought  a  2.5% 
stake  in  Esmark's  predecessor,  Swift  &. 
Co.,  in  the  late  Sixties.  With  the  feeling 
that  a  new  management  and  strong- 
willed  directors  could  help  diversify  the 
company,  son  Lester  Crown  took  a  seat 
on  the  board.  The  wait  was  long,  but  the 
family's  $10  million-plus  investment  has 
now  more  than  tripled  in  value.  "Esmark 
will  end  up  with  a  sound  consumer  prod- 


ucts and  chemicals  business,"  says  He 
ry  Crown.  "They'll  have  greatly  reduc 
debt  and  pension  liabilities,  tax-lc 
credits,  and  the  red  meat  business  will 
off  their  backs."  Crown,  in  fact,  is 
impressed  that  he  will  tender  none  of  1 
shares  in  the  reorganization — and  so< 
will  own  a  5%  stake  in  the  slimmt 
down  company. 

Finally,  Crown  added  100,000  shai 
to  his  long-standing  First  Chicago  ho] 
ings  last  March  after  the  bank  part 
ways  with  former  President  Robert  A 
boud.  Nothing  against  Abboud,  mi 
you.  He's  a  close  friend.  But  at  $1.31 
share,  the  price  looked  like  a  barga 
Already  he  has  a  $212,000  paper  profit 

There  are  scores  of  other  deals  a| 
investments.  The  basic  Crown  busiiu 
is  $577  million-a-year  Material  Servi 
Corp.,  a  building  supply  company  tr 
Crown  started  from  scratch  and  sold 
General  Dynamics  in  1958.  The  Crow 
have  real  estate,  too,  including  half 
New  York's  Tishman  Building,  at  6 
Fifth  Ave.,  the  55-story  Mid-Contnu 
Building  in  Chicago's  Loop,  a  2,000-ad 
California  ranch.  But  mostly  they  b 
stocks  and  bonds. 

Crown  never  finished  high  school,  j 
stead  he  took  a  job  soliciting  orders  fo 
small  steel  firm.  In  1919,  with  his  ole 
brother  Sol,  he  started  a  building  supj 
business  using  $10,000  from  the  sale 
another  company  Sol  started  in  19 
His  brother  soon  died  of  tuberculos 
leaving  the  25-year-old  Henry  in  chai 
of  buying  sand  and  gravel  to  make  wl 
he  calls  "s'ment."  He'd  order  a  full  r 
car  and  deliver  by  horse  and  wagon. 

In  1922  Crown  had  a  run-in  with  1 
Internal  Revenue  Service  over  the  vai 
ation  of  his  company.  He  and  his  accoi 
tant  took  a  train  to  Washington  and  s 
tied  the  matter,  but  Crown  learned 
lesson  that  he  never  forgot:  "I  eventua 
managed  to  come  up  with  the  bt 
taxes,"  he  says.  "But  at  least  I  could  i 
the  money  during  the  months  we  negt 
ated.  That  taught  me  the  need  for  g( 
tax-planning.  What  good  is  it  to  m; 
money  so  it's  taxed  away?  Uncle  S 
becomes  your  partner." 

From  that  moment  on  Crown  ne' 
made  a  business  decision  without  c 
sidering  the  tax  consequences — £ 
working  to  limit  Uncle  Sam  to  a  mm 
ity  stake.  By  the  mid-Twenties,  Matci 
Service  had  a  net  worth  of  close  to 
million  because  of  a  Chicago  build 
boom.  Instead  of  showing  much  pro 
however,  Crown  plowed  all  his  moi 
back  into  the  company. 

Crown  also  figured  out  early  on  hou 
gain  a  freight  cost  advantage  over 
competitors.  "I  had  studied  shipp 
classifications  of  barges,"  he  says.  "Tl 
weren't  regulated  like  the  railroads, 
figured  I  could  haul  aggregates  by  barg 
a  lower  per-ton  rate." 

There  was  one  catch:  Crown  needc 


Crown  jewels 


Henry  Crown's  family  investments,  heavily  weighted  by  General  Dynamics, 
have  beaten  inflation  and  the  stock  market  handily  over  the  years.  Not  shown 
in  the  table  below  are  considerable  real  estate  holdings  in  New  York  and 
Chicago  and  in  California,  all  of  which  have  also  soared  in  value. 


Chicago's  Mid-Continent  Building,  a  Crown  family  real  estate  venture 
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shares 
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value 
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(thousands) 

ownership 

(millions 

General  Dynamics 

10,400 

20.0% 

$400 

St  Louis-SF  Railway 

460 

17.0 

45 

Hilton  Hotels 

1,000 

3.8 

40 

Esmark 

600 

5.0 

34 

Vulcan  Materials 

350 

3.1 

15 

Aetna  Life  &  Casualty 

400 

0.5 

14 

Pennzoil 

250 

0.5 

13 

Gulf  Oil 

300 

0.2 

12 

First  Chicago 

600 

1.2 

9 

Continental  Illinois 

300 

0.8 

8.5 

'8 
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Every  car  needs  HELP! 
The  new  GE  emergency  2-way  radio  in  a  case, 


Whether  it's  running  out  of 
gas,  getting  a  flat  tire,  getting 
lost  or  getting  stuck,  you'll  be 
glad  you've  got  HELP,  a  new 
kind  of  CB  from 
General  Electric. 

HELP  comes  in  a  hard  case 
that  stores  under  a  seat  or  in 
the  trunk.  It's  easy  to  use: 
Simply  put  the  magnetic 
antenna  on  the  roof. 

Then  plug  the  adapter  into  the 
cigarette  lighter  and  you're  on 
the  air.  HELP  is  a  full-power, 
full-performance  40-channel 
CB  radio. 


For  more  information  on  HELP 
(model  no.  3-5900)  write  to:  General  Electric  Co 
EP  Bldg  5,  Rm  139.  Syracuse.  NY  13221 


We  bring  good  things  to  life. 
GENERAL  ||  ELECTRIC 


vived. 


jU3  MM 


These  are  some  works  painted  in  Germany  when 
the  world  of  the  artists,  and  the  world  itself,  was  coming 
apart.  And  yet  they  are,  more  often  than  not,  joyous  and 
exuberant  affirmations  of  life.  They  are  part  of  a 
fascinating  exhibition  gathered  from  the  private 
collections  and  great  museums  of  Europe  and  the  United 
States  entitled  "Expressionism— A  German  Intuition, 
1905-1920."  It  opens  at  The  Solomon  R.  Guggenheim 
Museum  on  November  14th. 

Working  in  Germany,  the  Expressionists  took 
inspiration  from  the  French  Gauguin  and  the  Dutch  van 
Gogh  and  the  Norwegian  Edvard  Munch.  They 
fashioned  a  universal  language  that  would  speak  to  us  all 
— a  language  of  sinuous  lines  and  upward-striving  angles, 
of  brilliant  colors  and  powerful  emotions.  They  wanted  us 
to  know  not  merely  what  they  saw  but  how  they  felt. 
They  succeeded  brilliantly  and,  though  banned  by  Hitler, 
their  works  still  speak  eloquently  of  the  strivings  of  the 
human  spirit  to  be  free. 

We  are  proud  to  join  the  Federal  Republic  of 
Germany  and  the  National  Endowment  for  the  Arts  in 
sponsoring  this  exhibition — and  we  invite  you  to  see  it  at 
the  times  and  places  listed  below  In  our  business  as  in 
yours,  we  need  to  be  reminded  that  the  language  of 
human  feeling  is  far  older  and  far  more  valuable  than  the 
language  of  computers.  Sponsorship  of  art  that  reminds 
us  of  this  is  not  patronage.  Its  a  business  and  human 
necessity. 

If  your  company  would  like  to  know  more  about 
corporate  sponsorship  of  art,  write  George  Weissman, 
Chairman  of  the  Board,  Philip  Morris  Incorporated, 
100  Park  Avenue,  New  York,  N.Y  10017. 

Philip  Morris  Incorporated 

It  takes  art  to  make  a  company  great. 

Makers  of  Marlboro,  Benson  &  Hedges  100's,  Merit,  Parliament  Lights,  Virginia  Slims  and  Cambridge; 

Miller  High  Life  Beer,  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer, 
^PKjp?  7  UP  and  Diet  7  UP 

"Expressionism— a  German  Intuition,  1905-1920"  appears  at  The  Solomon  R  Guggenheim 
Museum,  New  York,  November  14, 1980  to  January  18, 1981;  San  Francisco  Museum  of  Modern 

Art,  San  Francisco,  February  18  to  April  26, 1981.  This  exhibition  is  sponsored  by  the  Federal 
Republic  of  Germany,  Philip  Morris  Incorporated,  and  the  National  Endowment  for  the  Arts.  An 
indemnity  for  the  exhibition  has  been  provided  by  the  Federal  Council  on  the  Arts  and 
Humanities.  Additional  support  has  been  contributed  by  Lufthansa  German  Airlines. 


(top  left)  t'msl  Ludwig  Kirchner.  STREET  WITH  RED  COCOTTE.  1914  Thussen  Bornemisza  Collection.  Lugano 
(bottom  left)  Vasilu  Kandmsky.  SMALL  PLEASURES.  1913  The  Solomon  R  Guggenheim  Museum.  New  York  (top 
center)  Paula  Modersohn-Becker  SELF  PORTRAIT  WITH  CAMELIA  BRANCH,  ca  1906  7  Museum  Folkwang. 
Essen  (top  right)  Emit  Nolde .  DANCE  AROUND  THE  GOLDEN  CALE  1910  Slaatsgalerte  moderner  Kunst  Munich 
fbolloai  right)  Franz  Marc.  THE  SMALL  BLUE  HORSES  1911  Staatsgalene  Stuttgart 


Crown  earned  a  Legion  of  Merit  medal for  an  "enemy  decoy"  project  he  directed  during  WW//  After  the  war  he  teamed  up  with  Conrad Hili< 
(center)  and  they  built  Hilton  hotels  in  the  U.S.  and  abroad.  Crown  liked the  coal business  in  1955  (right)  and  likes  it  even  more  now 


raw  material  source  near  the  water.  So  he 
spent  many  a  Sunday  scouring  the  Chi- 
cago suburbs  on  foot.  Eventually,  he  spot- 
ted a  site,  but  it  was  a  mile  inland. 
Crown  wangled  a  $200,000  loan  with  no 
collateral  to  finance  a  feeder  rail  line  and 
developed  the  Lockport  sand  and  gravel 
pit.  His  assured  supplies  and  transporta- 
tion savings  helped  launch  Material  Ser- 
vice's dynamic  growth. 

Thus,  before  he  was  30,  Crown  had 
mastered  two  of  the  most  critical  ingre- 
dients for  accumulating  wealth — tax  de- 
ferral and  using  borrowed  money. 

In  1931  Foreman  State  National  Bank, 
the  institution  that  had  advanced  Crown 
$1  million  in  uncollateralized  loans,  was 
insolvent.  At  the  same  time,  Material 
Service  itself  was  in  a  tight  financial 
bind.  The  construction  business  was  ter- 
rible, and  Crown  owed  $10,000  in  other 
debt  payments. 

Then,  Crown  got  a  real  scare.  He  was 
facing  bankruptcy.  As  he  tells  the  story, 
he  was  walking  by  the  Foreman  Bank 
one  Saturday  afternoon  when  he  noticed 
it  was  open.  On  Saturday  afternoon?  A 
bank?  He  knew  something  was  drastical- 
ly wrong.  A  teller  told  him  that  Foreman 
would  merge  on  Monday  with  the  First 
National  Bank  of  Chicago.  He  also 
warned  Crown  that  First  Chicago  would 
demand  collateral. 

Crown  had  few  commercial  assets 
he  could  pledge,  but  if  he  refused 
he  knew  he  probably  never  could 
borrow  again.  So  he  offered  to  put  up  his 
receivables,  his  house,  even  his  life  insur- 
ance policies.  That  impressed  the  chief 
lending  officer,  who  knew  that  Crown 
could  have  walked  away  from  his  loans. 
As  a  result,  First  Chicago  began  working 
to  help  Material  Service.  The  bank  nego- 
tiated a  new  repayment  schedule  and 
brought  in  accountants  to  make  sure 
Crown  no  longer  overextended  himself. 
Thus  began  a  relationship  that  financed 
three  decades  of  growth. 


Crown  made  another  cagey  move  at 
the  outbreak  of  World  War  II,  or  as  he 
calls  it,  "War  II."  Says  he:  "I  realized 
there  would  be  little  private  construction 
because  materials  would  be  used  for  the 
war  effort,  but  I  also  figured  there  would 
be  good  coal  business."  So  Crown  bought 
the  Freeman  Coal  Co.  for  $1.5  million, 
mostly  borrowed,  avoiding  excess  profits 
taxes  by  combining  losses  in  his  gravel 
business  with  depreciation  and  interest 
from  the  coal  purchase.  To  aid  the  war 
effort  he  volunteered  for  the  Army  Corps 
of  Engineers,  which  put  him  in  charge  of 
$1  billion  worth  of  contracts.  Those  con- 
nections came  in  handy  later  when 
Crown  started  selling  building  supplies 
to  some  of  the  same  contractors. 

After  the  war,  Crown  began  branching 
out.  He  bought  into  what  is  now  the 
Chicago,  Rock  Island  &  Pacific  railroad 
and  the  fledgling  Hilton  Hotels  Corp.  In 
1951  Crown  also  bought  a  25%  interest 
in  the  Empire  State  Building  for  $10  mil- 
lion. A  year  later,  with  money  flooding 
in,  he  decided  to  buy  it  all.  But  first  he 
had  to  deal  with  the  late  railroad  finan- 
cier, Robert  Young. 

Crown  suggested  to  Young,  the  owner 
of  a  20%  stake  in  the  Empire  State  Build- 
ing, that  it  was  better  for  one  man  to 
hold  a  45%  interest.  "I  told  him  one  of  us 
could  choose  a  price  and  the  other  could 
say  whether  he  wanted  to  buy  or  sell," 
Crown  explains.  Young  wanted  the  op- 
tion of  buying  or  selling,  rather  than 
naming  the  price,  and  Crown  swiftly  de- 
cided that  a  50%  profit  was  in  order. 
Crown,  of  course,  remembered  that 
Young  had  crossed  him  over  the  Rock 
Island  and  figured  that  his  rival  was  now 
overextended.  A  slightly  dazed  Young 
asked  for  a  day  to  think.  He  then  tele- 
phoned to  say  he  would  sell  his  shares. 
With  Young  gone  Crown  eventually 
bought  out  the  other  investors. 

It  cost  Crown  and  his  family  $33  mil- 
lion to  buy  the  building — but  the  whole 


acquisition  was  handled  with  borrow 
money.  In  1961,  with  problems  brewi 
at  General  Dynamics,  Crown  sold  t 
skyscraper  for  $64  million.  Think  of 
In  a  matter  of  eight  years  Crown  p; 
layed  a  cash  outlay  of  virtually  nothi 
and  a  few  signatures  on  bank  notes  int« 
$31  million  gain. 

And  real  estate  was  just  a  sideliu 
The  Fifties  were  boom  times  : 
construction,  and  by  1958  Mate 
al  Service  had  a  net  worth  of  $72  millk 
"We  were  getting  to  be  a  bank,"  sa 
Crown.  "We  had  either  to  swallow  or 
swallowed."  So  he  engineered  anotr 
deal,  selling  out  to  General  Dynamics 
a  package  of  convertible  preferred  sto 
worth  $125  million.  It  gave  GD  bac 
needed  earnings  and  gave  Crown  at  b 
tenuous  control  of  the  aerospace  gia: 
Material  Service's  cash  hoard  would  fu 
development  of  military  hardware  a 
commercial  aircraft. 

By  1961,  however,  the  perfect  fit  h 
several  ripped  seams.  General  Dynami< 
venture  into  commercial-jet  transpc 
with  the  Convair  880  and  990  produce* 
staggering  $427  million  in  losses.  Cha 
man  Frank  Pace  stepped  aside.  But 
man  Crown  hired  to  replace  him,  Roj 
Lewis,  a  Pan  American  World  Airwa 
executive,  became  an  even  bigger  pre 
lem.  Lewis  rankled  Crown  by  buying  t 
Quincy,  Mass.  shipyards,  which  procet 
ed  to  lose  money. 

In  1966  Lewis  persuaded  the  board 
ask  Crown  to  convert  his  stock.  Tl 
presented  a  painful  choice.  If  Cro\ 
didn't  convert,  he  stood  to  lose  $24  m 
lion  in  market  value.  If  he  redeemed 
$125  million  in  cash,  he  would  have 
pay  capital  gains  taxes  and  lose  control 
his  own  Material  Service. 

Outsiders  assumed  Crown  would  cc 
vert,  but  he  was  so  furious  with  Lev 
and  the  board  that  he  redeemed.  A  ha: 
pressed  General  Dynamics  had  to  cor 
up  with  $125  million  to  pay  Crown,  a 
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In  the  past  five  years,  millions  of  Americans  have 
^discovered  that  gold  is  a  good  thing  to  own. 

And  of  these  millions,  many  have  discovered  some- 
thing else:  there  is  also  a  superb  way  to  own  it. 

More  than  any  other  coin,  the  world  buys  its  gold  in  the 
[form  of  Krugerrands.  And  one  of  the  primary  reasons  is  the 
.Krugerrand's  exactness  of  gold  content. 

It's  very  simple.  Any  investor  likes  to  know  quickly  and 
;easily  what  his  assets  are  worth— and  he  can  do  this  with  his 
other  investments.  Why  shouldn't  he  know  with  gold? 

If  he  holds  his  gold  in  any  of  these  Krugerrand  sizes,  he 
always  knows.  Because  the  Krugerrand  comes  in  sizes 
\exactly  related  to  the  ounce.  Thus  a  Krugerrand  owner  can 
'easily  calculate  what  his  holdings  are  worth  simply  by 
checking  the  daily  price  of  gold  in  his  newspaper. 

But  it's  not  only  this  exactness  that  has  made  the 
Krugerrand  the  world's  most  popular  gold  coin.  The 
'Krugerrand  is  not  a  commemorative  medallion 
|or  unique  coin  issued  to  celebrate  an  event 
jDne  year  and  then  hard  to  find  the  next 
iNor  is  it  a  "limited  edition"  for  which 
i/ou  pay  a  premium  price  over  the 
gold  content  for  its  rarity. 

The  South  African  Kruger- 
rand is  a  legal  tender  coin,  minted 


in  unlimited  quantity  as  a  coin  for  gold  owners.  It  is  sold 
volume  and  therefore  at  a  very  low  premium  over  the  price 
of  gold  itself— to  cover  the  cost  of  coinage  and  distribution. 

Originally  offered  with  a  one-ounce  gold  content, 
Krugerrands  are  now  available  with  half,  quarter,  and 
one-tenth  ounce  gold  contents— all  still  easily  relatable  to 
the  world  one-ounce  price. 

Easy  to  buy  and  sell,  you'll  find  Krugerrands  traded 
daily  at  local  coin  dealers,  precious-metals  brokers  and  at  a 
growing  number  of  banks. 

In  the  world  of  gold  coins,  there's  no  other  that  offers 
the  Krugerrand's  range  of  exact  sizes  combined  with  its 
historical  acceptability  (almost  30  million  of  the  original  sold 
since  1967). 

This  may  be  exactly  what  you've  been  looking  for. 

For  information  and  dealers  near  you  call  800-447- 

4700  Ext. 2220  (in  Illinois,  800-322-4400)  or  send  coupon. 

 1 

KRUGERRAND  INFORMATION  SERVICE 
PO  Box  AA,  Norwood.  N  J  07648 
Please  send  free  brochure  and  a  list  of  Krugerrand 
dealers 

Name  


Address. 
Cily  


.Stale. 


.Zip. 


Wr  Telephone  i_ 
S\  


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


Crown  owned  the  Empire  State  Building  in  the  Fifties  and  liked  to  show  the  view  to  visiting  dignitaries  like  Queen  Elizabeth  II  <  left ).  He  at 
got  a  kick  out  of  the  nuclear  submarines  (  right )  built  by  the  Electric  Boat  division  of  General  Dynamics,  his  largest  holding 


he  was  soon  buying  its  stock  on  the  open 
market  at  prices  well  below  the  old  con- 
version rate.  In  little  more  than  six 
months  he  had  acquired  8%.  Then  he 
stopped. 

Three  years  went  by,  and  in  1969 
Crown  was  stunned  by  the  sudden  death 
of  his  oldest  son,  Robert.  To  help  recover 
from  that  shock,  he  decided  to  mount  a 
maior  assault  on  General  Dynamics. 
With  his  younger  son  Lester  and  his  pal 
Nathan  Cummings,  founder  of  Consoli- 
dated Foods,  Crown  bought  aggressively 
until  by  mid-1970  his  group  had  accumu- 
lated some  20%  of  General  Dynamics 
common  at  a  cost  of  about  S60  million. 

Crown  moved  back  on  the  GD  board 
and  requested  an  audit,  because  the  com- 
pany's financial  condition  was  deterio- 
rating again.  Crown  guessed  that  man- 
agement was  putting  a  good  face  on  a  bad 
situation.  "General  Dynamics  was 
showing  a  small  bookkeeping  profit  on 
its  shipbuilding,"  claims  Crown.  "But 
when  the  auditors  went  over  it,  we  had  a 
considerable  cash  drain  that  was  only 
going  to  grow." 

Confronted  with  Crown's  opposition, 
Roger  Lewis  bowed  out  and  went  on  to 
head  up  Amtrak.  Crown  had  to  find  an- 
other executive  to  help  rebuild  General 
Dynamics.  "This  time,"  he  says,  "I  hired 
the  right  Lewis — David  Lewis,  the  man 
who  had  merged  Douglas  Aircraft  into 
McDonnell  in  1967." 

The  turnaround  took  the  better  part  of 
the  Seventies.  In  1979  General  Dynam- 
ics wrote  off  the  last  of  $843  million  in 
Navy  submarine  cost  overruns.  Then  the 
company  began  paying  its  first  cash  divi- 
dend since  1970,  a  signal  that  manage- 
ment— and  Henry  Crown — thought  the 
business  was  sound  again. 

Henry  Crown  today  lives  more  like  a 
man  who's  not  totally  convinced  he's 
made  it  big  than  like  a  man  who  controls 
reat  wealth.  In  the  morning,  a  Cadillac 
limousine  takes  him  from  his  17-room 


house  in  suburban  Evanston,  111.  to  down- 
town Chicago.  He  usually  stops  off  at  the 
Conrad  Hilton  Hotel  for  a  shave.  Then, 
unnoticed,  he  briskly  walks  the  1 1  : 
miles  to  his  office  in  the  old  Mercantile 
Exchange  building,  which  he  owns  and 
which  houses  the  executive  offices  of  his 
Material  Service  Corp.  Arriving  before  8 
a.m.,  he  rides  a  waiting  elevator,  steps 
out  and  enters  an  office  that's  marked 
only  "1600." 

Henry  Crown  doesn't  come  to 
work  before  eight  to  shuffle  pa- 
pers or  sign  checks.  He  is  so  used 
to  fighting  battles  and  climbing  ladders 
that  it's  an  ingrained  reflex.  Crown 
works  hard  because  it  makes  him  feel 
more  alive.  He  doesn't  want  to  "sit  in 
California  or  Florida  and  play  cards  and 
wait  for  death,"  though  mortality  is 
clearly  on  his  mind.  To  avoid  worrying 
about  the  future  he  keeps  busy. 

One  side  of  Henry  Crown's  old  street 
code  ordains  toughness,  an  unwilling- 
ness to  forgive.  The  other  side  ordains 
loyalty  to  friends  and  allies.  Crown  is 
legendary  for  his  generous  rewards  to 
loyal  employees  who  served  him  over  the 
years;  he  typically  offers  bonuses  or 
shares  in  the  profits.  David  Lewis,  for 
example,  is  a  comfortable  man  today 
with  550,000  shares  of  General  Dynam- 
ics stock  including  options,  or  1%  of  the 
outstanding.  Crown  is  a  philanthropist 
too:  Over  the  years  he  has  donated  some 
$75  million  to  charities  as  well  as  to 
institutions  like  Northwestern  and  Stan- 
ford universities. 

Like  many  other  very  wealthy  men, 
Crown's  view  is  that  he  isn't  very  rich  at 
all.  He  never  tires  of  telling  people,  "My 
aim  is  to  make  my  net  worth  less  at  the 
end  of  each  year  than  it  was  at  the  begin- 
ning." Through  donations  and  a  complex 
network  of  30  or  so  "sprinkle  trusts" 
that  are  designed  to  spread  holdings 
throughout  his  family,  close  friends  and 
charities,  Crown  usually  succeeds.  "I  per- 


sonally own  very  little,"  he  explain 
"I've  already  given  most  of  it  away." 

Despite  his  deep-seated  feelings  aboi 
taxes,  Crown  thinks  it  is  still  possible 
accumulate  fortunes  as  large  as  hi 
"There  is  no  merit  at  all  in  the  conte! 
tion  that  because  of  high  tax  rates  todj 
people  can't  do  well,"  he  says.  "You  c| 
still  accumulate  capital.  The  capital  gail 
rate  is  only  28%,  and  my  guess  is  thil 
next  year  we'll  see  that  reduced.  There 
ample  opportunity." 

Ample  opportunities,  that  is,  for  tha 
with  the  energy  and  stamina  to  tal 
advantage  of  them.  Crown's  conquest 
General  Dynamics  didn't  come  easy;  1 
won  because  he  refused  to  admit  defe 
or  to  lose  patience.  On  a  smaller  scaJ 
he's  probably  not  even  going  to  lose  oi 
in  his  35-year-old  investment  in  Roo 
Island  railroad.  He  began  buying  Roo 
Island  bonds  at  a  deep  discount  in  til 
1940s,  when  he  thought  the  railroad  h; 
a  future.  As  the  Rock  Island  sank  deep 
into  insolvency,  Crown  pressed  tl 
board  first  to  approve  a  merger,  tht  | 
liquidation.  He  even  poured  S 1  million 
his  own  money  into  legal  fees.  He  final 
won  his  battle  in  early  1979,  and  the  ro; 
is  being  sold  off  for  what  its  assets  w; 
bring.  Crown  will  make  a  tidy  profit  c 
his  bonds. 

Henry  Crown  is  currently  invoh'i 
with  Hilton  Hotels  in  a  seven-year,  S2I 
million  redevelopment  in  downtov 
Chicago.  That  will  benefit  Crown  diret 
ly  by  helping  Hilton,  of  which  he  ow; 
3.8%,  and  indirectly  by  shoring  up  tl 
value  of  his  commercial  real  estate  in  tl 
Loop.  The  really  spectacular  way  to  cj| 
his  career,  however,  would  be  to  arran 
a  merger  that  makes  General  Dynamic 
already  almost  a  $5  billion  company,  f 
larger  and  more  diversified.  That's  tl 
sort  of  deal  Henry  Crown  thinks  aboul 
lot  these  days.  Don't  be  surprised  if  1 
gives  it  a  try — and  be  sure  he'll  use  all  h| 
old  tricks  to  come  out  on  top.  ■ 


FORBES,  DECEMBER  8,  lt>| 
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ENERGY  SERVICES 
AND  PRODUCTS: 


Pipe  inspection  and  coating  services 
for  the  world's  energy  producers. 

For  over  40  years,  AMF  Tuboscope® 
has  been  the  worldwide  leader  in  sup- 
plying technologically  advanced 
inspection  and  coating  services  for  oil 
and  gas  field  tubulars.  These  services 
extend  pipe  life  and  help  prevent  multi-| 
million  dollar  failures  in  wells  that  can 
run  as  deep  as  30,000  feet  into  the 
ground.  Today  AMF  Tuboscope  also 
provides  these  and  other  specializec| 
services  to  the  geothermal  energy 
industry  as  well  as  to  the  pipeline 
and  petrochemical  industries 


GAME* 


You  know  AMF  makes  many  of  the 
world's  leading  leisure  products  today. 

But  did  you  know  we  also  supply  a 
wide  range  of  technologically  advanced 
services  and  products  to  many  of  the 
world's  most  successful,  high-growth  busi- 
nesses and  industries  today? 

They  are  the  services  and  products  of  our 
AMF  Industrial  Groups.  And  together  with  our 
AMF  Leisure  Products  Groups  they  insure  the 
continued  dynamic  growth  and  profitability  of 
AMF  in  the  80s. 


©  AMF  Incorporated,  1980 


SPECIALTY  MATERIALS: 

tate-of-the-art  filtration  and  separation  media 
pr  pharmaceutical,  food-beverage,  and 
hemical  industries  worldwide. 

The  continuous  growth  ot  AMF's  Specialty 
Materials  Group  has  resulted  from  Its  dramatic 
inovations  in  filtration  and  separation  technology 
inovations  which  have  led  to  the  most  advanced 
roprietary  media  in  use  today.  Like  AMF  Cuno 
•(vision's  asbestos-free  Zeta  Plus  systems  which 
re  now  being  used  in  many  pharmaceutical 
pplications,  in  the  processing  of  high  fructose 
orn  sugar  for  the  soft  drink  industry  and  in 
ountless  other  fields.  These  technological 
jdvancements  in  purification  techniques  are 
;ading,  in  turn,  to  other  even  more  sophis-  i 
icated  systems  of  great  future 
ignificance.  Among  them:  a 
lew  virus  concentrator  for 
lapturing  viruses  from  water, 
jthers  for  the  purification  of 
jntibodies  and  antigens  for 
se  in  diagnostics,  and 
pe  improved  process-  / 
ig  of  serum  and  fine  ff 
hemicals.  The  appli-   I  \ 
ations  of  systems 
uch  as  these  will  make 
jMF  a  major  factor 
|i  the  growing  health 
tare  market  of  tomorrow. 
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ELECTRONIC  CONTROLS 
AND  SYSTEMS: 

Solid-state  devices  and  micropro- 
cessor-based energy  conservation 
controls  for  companies  and 
consumers. 

New  and  highly  innovative  products 
and  systems  developed  and  marketed 
worldwide  by  Potter  &  Brumfield,  Paragon 
Electric,  and  our  Electro  Components 
Division  have  made  this  another  fast- 
growing  segment  of  AMF,  today.  These 
include  devices  for  the  vast  computer 
and  telecommunications  industries, 
control  systems  and  components  for  the 
vending  industry,  monitoring  devices 
for  the  mining  industry  and  systems 
engineered  to  conserve  energy  in 
factories,  schools,  and  public 
buildings.  Equally  innovative  new 
timing  devices  that  offer  security 
and  energy  savings  are  helping  to 
make  AMF  a  household  word  in 
this  high-growth  area,  too. 
For  more  information  about 
AMF  today,  write  us  at  AMR  Dept.  100, 
777  Westchester  Avenue,  White  Plains, 
New  York  10604. 


SBI  AND  YOU  THOUGHT 
ALL  WE  MADE  WERE  WEEKENDS. 


There's 
a  first  time  for 

everything. 

When  you  buy  your 
first  business  computer  from  us,  we'll 
be  there  to  hold  your  hand. 

You're  excited.  You're  a  little  nervous.  We  can  help. 
You  know  you  need  a  computer  to  help  with  the  accounts  receivable, 
accounts  payable,  cash  flow,  inventory.  You  also  know  the  cost 
of  the  system  shouldn't  be  bigger  than  the  cost  of  the 
problems  the  system  will  be  solving. 

Introducing  the  NEC  Astra.  Designed  and  built  from 
the  ground  up  to  be  a  company's  first  computer  system. 
Everything  you  need,  to  do  whatever  needs  to  be  done. 
From  one  manufacturer.  Your  NEC  Astra  systems 
dealer  can  show  you  everything  you  need  to  know. 
You'll  get  a  hands-on  demonstration.  Answers  to 
your  questions.  Everything.  For  more  information 
please  call  800-526*5368 

IN  NEW  JERSEY  CALL  201-797-7809  I 


ASTRA  BUSINESS 
SYSTEMS.  ITS  TIME 

NEC 


NEC  Information  Systems,  Inc..  Lexington,  Mass 
Nippon  Electric  Co  Ltd  ,  Tokyo,  Japan 


herunn-Williams,  near  collapse  three  years  ago,  still  needs  refurbish- 
ig — but  John  Breen  is  already  laying  on  a  solid  coat  of primer 


Caution 

WET  PAINT 


j  nriii  W'/l/uinis  <  bainnan  l<>hn  Breen 
>u  don't  find  out  how  someone  lives  until  you  move  in  with  the  family. 


By  Jeff  Blyskal 
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leruin-Williams  paint  store  /nst  outside  Cleveland 
it-yourselfers  up  front,  professionals  at  the  rear  door. 


U.S.  Dill  Mill  R  IWII 


John  G.  Breen,  Sherwin-Williams 
Co.'s  chairman,  tilts  back  his  chair 
and  sullenly  watches  his  shoe  tap 
the  carpet.  Then  he  gets  right  to  the 
point.  "Until  recently,  you  could  have 
cashed  out  our  assets  for  more  than  our 
market  value.  We  were  better  off  dead 
than  alive.  That's  not  the  case  today." 

Breen,  of  course,  is  not  about  to  boast 
that  his  1 14-year-old  paint  company  is  a 
strong,  dynamic  enterprise.  Still,  he  can 
point  to  tentative  successes  in  his  corpo- 
rate renovation  campaign.  Since  Breen 
took  over  in  1979,  margins  have  doubled, 
and  earnings  should  hit  $22  million  this 
year.  "We'll  end  up  doing  about  2%  on 
sales,"  he  explains.  "That's  well  below 
the  industry  average  of  3.8% — but  you 
can't  turn  a  $1.2  billion  corporation 
around  overnight." 

Sherwin-Williams  lost  over  $8  million 
in  1977,  and  that  seemed  only  the  begin- 
ning: Petroleum-based  raw  materials' 
costs  were  rising  faster  than  selling 
prices;  mass  marketers  like  Sears  and 
Ward  discounted  paint  as  a  traffic  boost- 
er; and  Sherwin-Williams  was  operating 
out  of  antiquated  plants,  sortie  nearly  100 
years  old. 

Then  there  was  Walter  Spencer,  the 
chairman  who  presided  over  the  tall.  He 
borrowed  $100  million  to  build  new  fa- 
cilities and  modernize  others — investing 
instead  of  reducing  production  costs.  Re- 
turn on  equity  plummeted  from  over 
11%  to  6%,  and  debt  hit  40%  of  capital. 
Sherwin-Williams'  stock  nose-dived 
from  a  high  in  1972  of  S7'/2  to  under  20, 
and  the  board  suspended  dividends. 
Then  in  1978  a  disillusioned  Spencer 
quit — with  two  days'  notice. 

After  a  year  of  drift,  the  directors 
brought  Breen  to  Sherwin-Williams'  din- 
gy downtown  Cleveland  headquarters. 
"You  don't  really  find  out  how  someone 
lives  until  you  move  in  with  the  family," 
says  the  46-year-old  former  executive 
vice  president  of  Gould  Inc.  "Then  you 
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get  the  surprises:  There  had  not  been  a 
positive  cash  flow  since  1967." 

Breen  has  changed  that — and  more. 
Sherwin-Williams  lacked  a  management 
accounting  system:  He  put  a  charge  on 
divisions  for  the  use  of  working  capital 
and  fixed  assets.  That  helped  Breen  cut 
debt  by  $25  million  and  stockpile  $110 
million  in  cash.  Heads  rolled,  too,  as 
Breen  reshuffled  over  half  the  top  100 
management  positions.  In  a  final  flurry, 
he  closed  an  inefficient  plant  in  Chicago. 

Sherwin-Williams  has  traditionally 
served  painting  contractors,  which  ac- 
count for  70%  of  sales  in  its  1,400  stores. 
Trouble  is,  that's  a  mature,  slow-growth 
market  compared  with  the  $40  billion-a- 
year  do-it-yourself  business.  Spencer 
foresaw  the  need  for  a  shift  and  aimed  to 
create  "decorating  centers."  Breen,  who 
was  once  a  painter  himself,  agrees  retail 
is  where  the  money  is  but  thinks  differ- 
ently about  how  to  go  after  it.  "We're  not 
about  to  carry  drapes,  mirrors,  toilets  and 
god-knows-what.  We  want  full-line  paint 
and  wallpaper  stores.  We're  moving  the 
paint — a  high-margin  item — up  front, 
and  we're  stressing  wallpaper,  which  is 
also  a  very  good  business  for  us." 

To  head  the  troubled  stores  division, 
Breen  recruited  Carl  Bellini,  a  former 
vice  president  of  operations  at  North 
Carolina-based  Family  Dollar  Stores. 
"We  never  had  anybody  before  with  re- 
tail experience,"  says  Breen.  Sherwin- 
Williams'  consumer  advertising  budget 
is  also  up  50%  this  year,  and  another 
jump  is  in  the  cards  for  1981.  Results  are 
already  apparent:  For  the  first  time  in  the 
company's  history,  store  operations  are 
showing  a  profit  this  year. 

Breen  also  aims  to  enter  the  private- 
label  market.  Already,  Sherwin-Williams 
supplies  K  mart,  and  Breen  also  has  Mar- 
tin Senour  and  Dutch  Boy,  a  brand  name 
he  acquired  in  |uly,  to  peddle  outside  his 
company-owned  stores.  Such  ventures 
should  create  longer  production  runs  and 
lower  unit  costs — to  help  compete  with 
giants  like  Du  Pont  and  PPG.  Still,  the 
toughest  future  fight  may  be  against  ag- 
gressive local  outfits,  such  as  Porter 
Paint  Co.  of  Louisville.  Says  Avery  Boyd, 
an  Alabama  contractor  who  buys  over  $1 
million  worth  of  paint  a  year:  "Com- 
pared to  the  regional  producers,  Sherwin- 
Williams  and  the  national  companies 
have  not  done  a  good  job  selling  to  our 
large  industrial  customers." 

Paint,  however,  is  only  Phase  One  of 
the  Sherwin-Williams  master  plan — but 
as  it  continues,  Breen,  an  M.B.A.,  is 
ready  to  move  into  Phase  Two.  He  falls 
forward  in  his  chair  and  draws  three  con- 
centric circles  on  a  yellow  pad.  "You've 
got  a  core  here,"  says  Breen,  pointing  to 
the  center  circle.  "That's  the  heart  of 
your  intellectual  property.  For  us  it's 
coatings.  After  we  get  this  into  better 
shape  we  can  move  aggressively  into  the 
second  circle." 
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That  circle  represents  Sherwin-Wil- 
liams' specialty  chemicals  businesses, 
which  make  saccharin,  zinc  oxide  and 
other  products.  Ironically,  this  division 
was  for  sale — until  margins  shot  from 
1.2%  in  1977  to  7.5%  this  year.  Already 
Breen  is  expanding.  Sherwin-Williams 
recently  bought  part  of  Ashland  Chemi- 
cal Co.  and  more  acquisitions  should 
come  by  year-end. 

For  the  long  haul — the  late  Eighties — 
Breen  reaches  Phase  Three,  the  outer- 
most circle  and  a  move  into  unrelated 
businesses.  "Your  risk  there  goes  up 
enormously,"  he  explains.  "You're  not 
bringing  intellectual  property  to  the  ta- 
ble. What  do  we  know  about,  say,  the 
semiconductor  industry?  Nothing." 

While  Breen  has  such  distant  problems 
on  his  mind,  there  might  just  be  an  im- 
mediate  opportunity   at  Sherwin-Wil- 


liams. Now  trading  at  $38,  its  stock 
at  a  25%  discount  from  1979  book  val 
With  over  $22  per  share  in  cash  and  o 
4.9   million   shares   outstanding,  t 
could  attract  a  takeover  bid — especi 
since  Breen  seems  to  have  hit  the  co 
back  trail.  "If  someone  were  to  offer 
or  $60  a  share,"  says  Kidder,  Peabo 
Stephen  Albert,  "there's  no  way  mana 
ment  could  resist." 

Breen,  who  was  successful  in  buy 
back  a  13.5%  stake  in  his  company  fr< 
Gulf  &  Western  last  year,  and  keeps 
G&W  certificates  on  his  wall  to  prove 
says  he  isn't  worried  about  a  takeo< 
However,  he'd  rather  talk  about  impr 
ing  his  margins,  earnings  and  return 
equity.  That  means  hard  work — 
Sherwin-Williams'  chairman  seems 
type  of  painter  who  is  never  satisf 
with  )ust  one  coat.  ■ 
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Houston  Oil  &  Minerals  hit  it  big  in  Texa 
wandered  far  in  search  of  size  and  status  an 
found  its  bluebird  back  in  its  own  backyard. 


We  grew  so  big 
so  fast  • . ." 


By  Tedd  A.  Cohen 


We're  not  coal  miners,"  says 
President  F.  Fox  Benton  Jr.  of 
Houston  Oil  &  Minerals  Corp., 
smiling,  bouncing  in  his  chair.  Not  any 
more.  Benton  will  soon  complete  the  sale 
of  HOM's  Australian  coal  property  for  an 
estimated  $80  million  which,  consider- 
ing inflation,  does  not  break  even  on  the 
$75  million  it  has  invested  in  the  Austra- 
lian deposit  since  1976. 

But  it  was  either  sell  or  put  up  $300 
million  more  to  develop  the  property. 
HOM  doesn't  have  that  kind  of  money 
to  throw  around;  it  already  shoulders 
$414  million  of  debt  on  only  $284  mil- 
lion of  shareholders'  equity.  Most  of  the 
proceeds  from  the  Australian  sale  will  go 
to  retire  debt. 

The  company  is  overleveraged,  forcing 
it  to  spin  off  one  of  its  jewels — a  small 
pipeline  that  last  year  brought  it  $5.6 
million  of  its  $66  million  net  income 
(and  $51  million  of  its  $352  million  of 
revenues). 


In  April  HOM  sold  oil  and  gas  reser 
plus  an  interest  in  some  of  its  explc 
tory  acreage,  and  raised  $56  milli 
That  was  a  good  price,  but  the  reason 
the  sale  was  that  HOM  couldn't  borr 
any  more.  The  $56  million  went  to  J 
the  banks.  The  company  has  some  gi 
and  silver  deposits,  years  away  from  f 
production,  in  the  western  U.S.  S; 
Benton,  a  42-year-old  native  Houston 
with  a  Harvard  M.B.A.:  "We  could 
out  of  it  any  time,  perhaps  spin  it  off.' 
may  do  just  that. 

Why  is  Benton  holding  a  fire  sale?  1st 
liquidating  the  company?  Far  from 
HOM  has  some  good-looking  cum 
and  future  assets  and  the  expertise  to 
out  and  get  more.  Its  problem  is  tha 
has  too  much  on  its  plate.  A  small  co 
pany  in  a  gigantic  business,  HOM  ca 
afford  $200  million  a  year  for  U.S.  oil  a 
gas  exploration  and  money  for  Austral: 
coal  or  Nevada  gold  as  well. 

Just  a  year  ago  HOM  opened  the  (I 
vallo  field,  a  natural  gas  deposit  wh; 
when  fully  developed  could  prove,  by  c 


led  to! 

ly  vu 
ltd  us  re 

t  lis  ma 
nldabig 

tori 
under  ar 

L  53,  < 
A  by  Wa 
iriHO.V 

Weld, 
icompan 
I  Emiratf 
id  k  mil 
15  milhoi 
tCanyoi 
Icorapan 
i  dry-hole 
ipanies. 

was 
am  Wake 
ittenviri 
iTexas,  t 
fail 
tag-in 

tkm 

desenuij 
in  move  tl 
'out  lose 
shore  w 
fctotu 
b  could 
I  Walter 


FORBES,  DECEMBER  8, 


in  the  are 
Walter 
>  be  m 
hillers 
Stan; 


1  to  bi 
nth  it 


*the 


way 
|a.dt( 
"what 
cpendi 
'gettl 


for 


:imate;  to  contain  1  trillion  cubic  feet, 
vallo  lies  astride  the  boundary  of  Tex- 
and  federal  waters  offshore  Corpus 
iristi,  in  the  same  coastal  plain  where 
)M  made  its  first  big  hit  in  1973. 
\fter  that  first  success — the  North 
nt  Bolivar  oil  and  gas  field  near  Gal- 
ton — HOM  had  no  trouble  borrowing 
ney  for  exploratory  ventures  all  over 
world. 

-iouston  Oil  &  Minerals'  stock  was  a 
ir  performer  on  the  American  Stock 
change  back  in  the  mid-1970s,  when 
rose  from  $1.38  to  more  than  $42  a 
ire.  What  went  wrong?  Management 
srextended  operations,  and  the  oil  and 
;  reserves,  upon  a  new  appraisal,  were 
wngraded  in  early  1978.  HOM  stock 
imped  to  as  low  as  $13.50. 
The  downgrading  of  reserves  is  one  of 
t  )se  things  that  happen  to  oil  compa- 
res. It  has  happened  to  Texaco,  it  has 
pened  to  Superior.  But  HOM  was  par- 
Tularly   vulnerable    because    it  had 
^'(Mfdged  its  reserves  for  financing  and  be- 
jhse  its  management  wanted  so  badly 
t7/,Bbuild  a  big  company  that  they  mistook 
,  k:  swagger  for  the  stride. 
''Ijjfounder  and  Chairman  Joseph  C.  Wal- 
I  Jr.,  53,  and  his  sidekick  Benton — 
t,ed  by  Walter  in  1967,  CEO  today- 
shed  HOM  into  foreign  drilling  when 
livar  field  production  built  up  in  1975. 
e  company  went  first  to  the  United 
( ib  Emirates,  then  to  Australia.  It  ex- 
bred  for  minerals  in  Alaska.  It  even  put 
H).5  million  into  drilling  in  the  Balti- 
Ejire  Canyon,  the  only  small,  indepen- 
pnt  company  to  bid  alone  in  that  expen- 
se dry-hole  exercise  of  the  major  oil 
mpanies. 

iOM  was  acting  out  Joe  Walter's 
am.  Walter,  a  geologist  and  petroleum 
pneer  with  degrees  from  the  Universi- 
bf  Texas,  founded  HOM  in  1963  after 
irking  for  Exxon — then  Humble  Oil  &. 
imng — in  the  1950s. 

the  1960s  he  saw  the  major  compa- 
s  deserting  the  coastal  waters  of  Tex- 
o  move  their  exploration  efforts  fur- 
r  out  to  sea.  The  deposits  to  be  found 
r  shore  were  too  small  for  such  big 
fits  to  fuss  with.  But  independent 
lers  could  make  a  good  living  there. 
J  Walter,  who  grew  up  in  Houston, 
icentrated  HOM  along  the  Texas 
st  and  gave  it  an  unparalleled  exper- 
in  the  area's  difficult  environment, 
ut  Walter  had  a  dream.  He  didn't 
it  to  be  merely  another  of  the  many 
as  drillers  who  raise  money  in  drill- 
programs  and  then  explore  on  lease 
Is  brought  to  them  by  others.  He 
ited  to  build  a  big  company  of  his 
with  its  own  geological  staff,  a 
ipany  that  owned  100%  of  its  discov- 
s,  the  way  the  majors  do. 

e  said  to  ourselves,"  recalls  Walter 
ay,  "what's  the  difference  between 
independents  and  the  majors?  How 
they  get  that  way?  The  key  was  that 
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Founder  Joe  Waller  (right)  and  President  Fox  Benton  of  Houston  Oil  &  Minerals 

Finding  a  single  large  field  did  not  give  Houston  Oil  a  big  company's  breadth  or  depth. 


when  the  majors  find  something,  they 
own  it  100%,  so  they  get  the  maximum 
benefit.  We  chose  that  route."  And  be- 
cause he  chose  it,  Walter  scorned  drilling 
fund  money.  That  would  be  taking  in 
partners.  He  went  instead  to  bank  debt. 

In  the  beginning,  when  Walter's  com- 
pany made  a  discovery,  Walter  frequent- 
ly would  go  to  the  bank  to  refinance, 
pledging  the  reserves  of  the  latest  find 
against  the  money  raised.  "That  meant 
bank  financing  as  much  as  five  times  a 
year  in  those  days,"  he  says. 

"But  note  also,"  interjects  Benton, 
"there  was  a  pattern  of  public  financing 
there,  too.  Every  few  years  we  would 
have  a  public  offering  of  equity  securi- 
ties. In  almost  all  cases  this  was  used  for 
debt  retirement." 

The  pattern  worked  fine  as  the  small 
company  built  up  its  lease  holdings  and 
increased  its  expertise.  Then  it  struck  it 
rich.  The  Bolivar  field  has  produced  300 
billion  cubic  feet  of  gas  from  a  $2.7  mil- 
lion original  investment. 

And  the  reserves  provided  enormous 
opportunity  for  financing.  Walter  and 
Benton  at  last  could  realize  all  their  am- 
bitious plans.  And  they  indulged.  Debt 
climbed  almost  as  fast  as  revenues  for 
HOM  through  the  mid-1970s. 

The  banks  lent  freely,  of  course,  be- 
cause reserves  of  oil  and  gas  were  back- 
ing the  loans. 


Then  came  the  1978  restatement  of 
assets  and  the  banks  blanched.  Lending 
on  reserves  was  no  longer  a  sure  thing. 
The  banks  looked  hard  at  smallish  HOM, 
which  had  little  besides  the  newly  ques- 
tionable reserves  to  back  its  loans.  HOM 
was  indeed  in  a  pickle.  Its  debt  was  huge, 
but  its  stock  was  down;  the  old  route  of 
public  financing  to  repay  the  bank  was 
closed. 

HOM  earnings  growth  slowed  to  a 
crawl — from  SI. 77  per  share  in  1977,  to 
$1.82  in  1978,  $2.07  in  1979.  Analyst 
Charles  M.  Strain  of  Houston's  Under- 
wood, Neuhaus  thinks  they'll  come  in  at 
around  $2.27  a  share  this  year.  But 
growth  of  interest  cost  has  been  more 
rapid:  from  70  cents  a  share  in  1977  to  an 
estimated  $1.30  a  share  this  year.  The 
three-year  score:  per-share  earnings  up 
28%,  per-share  interest  up  86%. 

But  that's  the  rearview  picture.  The 
good  news  is  that  HOM  has,  like  the 
prodigal,  come  home  to  concentrate 
once  again  on  domestic  exploration,  par- 
ticularly on  the  Gulf  Coast.  Benton  spent 
$169  million  on  exploration  in  the  U.S. 
last  year,  is  spending  $200  million  this 
year.  With  the  Cavallo  field's  prospects 
lifting  the  stock  price — to  a  record 
$48.50  recently — a  new  public  offering 
may  not  be  far  off.  For  management's 
new  attitude,  as  much  as  for  the  gas  field, 
the  investment  community  is  looking 


favorably  once  again  on  HOM. 

That  doesn't  mean  that  HOM 
through  looking  beyond  its  birthpla 
Last  year  it  paid  $55  million  to  bull 
company  in  Colombia  with  80  mill) 
barrels  of  oil  and  6.6  billion  cubic  fee' 
natural  gas,  plus  exploration  rights. 

The  move  has  got  to  look  like  a  gq 
one — after  all,  $55  million  for  those 
serves  works  out  to  the  equivalent: 
about  70  cents  a  barrel  of  oil — whi 
HOM  sells  to  the  Colombian  govo 
ment,  under  terms  of  their  agreeme 
at  close  to  $5  a  barrel.  The  price  ri| 
with  HOM's  ability  to  increase  prodl 
tion.  But  global  reach  in  any  case  v 
always  the  symptom  of  HOM's  lllnt 
not  its  cause.  The  real  mistake  was 
forgetting  that  the  company  made 
start  as  a  developer  of  prospects  the 
fellows  left  behind.  The  success  of  c 
of  those  prospects  did  not  give  it  the 
fellows'  breadth,  or  depth. 

Joe  Walter  is  less  active  in  his  cc 
pany  these  days,  following  a  heart  att. 
in  1978.  But  shortly  before  his  illness 
had  recognized  that  size  can  be  lllusc 
At  a  dinner  in  Houston  he  leaned  ove: 
a  companion  to  explain,  "We  grew  so 
so  fast,  we  just  didn't  have  any  mana 
ment  controls.  But  we're  putting  them 
place  now  and  soon  we'll  be  doing  )i 
fine."  Two  hard  years  have  passed, 
Walter  could  still  be  right.  ■ 
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Concord  Delirium:  the  most  advanced  technology  in  the  history  of  time. 

Concord  Delirium  I  came  first  (above).  1.98mm.  A  Swiss  scientific  feat:  an 
ilectronic  quartz  movement  that  literally  became  the  watch  itself. 

For  her,  Concord  Delirium  III  (below).  1.69mm  thin.  Miniaturized  in  every 
Droportion.  But  equal  in  precision  and  beauty. 

Finally,  the  first  watch  to  break  the  1mm  barrier.  Concord  Delirium  IV 
bottom).  0.98mm.  It  is  a  technological  phenomenon  that  stands  as  a  tribute  to 
Concord.  The  Concord  Delirium  Collection.  Hand-crafted  in  Switz-  CONCORD. 
3rland  of  18karat  gold.  The  watch  that  revolutionized  the  watch.  QUARTZ 


For  more  information  write  Concord,  Dept.  FB,  650  Fifth  Avenue,  New  York,  New  York  10019 


What  do  you  say 
to  someone  who  thinks  selling 
control  or  restricted  securities 
is  more  or  less  a  question 
of  following  the  rules? 

Merrill  Lynch  says, 
its  more. 


Most  holders  of  control  and 
restricted  securities  are  aware  that 
they  must  follow  a  number  of  specific 
requirements  to  sell  their  shares 
in  the  open  market.  Usually,  thev  are 
the  requirements  set  forth  in  Rule 
144,  Rule  145  or  for  registration 
statements. 

So  there's  a  tendency  to  think 
that  merelv  following  the  rules- 
intricate  as  they  are— is  enough  to 
guarantee  vou  the  best  results. 

At  Merrill  Lvnch,  we  know 
that  it  isn't. 

Making  sure  that  all  the 
requirements  of  the  rules  are  met  to 
avoid  an  inadvertent  violation  of  fed- 
eral securities  laws  is  vital.  (The  legal 
and  financial  consequences  of  not 
doing  so  can  be  serious.)  But  it's  onlv 
the  beginning. 

We  believe  creativity  in  helping 
you  with  your  sale  is  almost  equally 
important. 

According  to  SEC  statistics, 
Merrill  Lynch  has  handled  approxi- 
mately twice  as  manv  Rule  144  filings 
as  any  other  investment  firm  since 
the  rule  went  into  effect.  And  to  facil- 
itate these  trades,  we  have  special 
units  in  our  Legal  and  Listed  Block 
and  OTC  Trading  departments.  We 
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A  breed  apart 

can  tailor  our  approach  to  your 
needs,  rather  than  merely  executing 
the  sale  in  a  routine  manner  and 
helping  vou  fill  out  the  right  form. 

For  example,  here's  how  our 
creativity  made  possible  a  successful 
resale  for  two  clients  who  came  to  us 
with  350,000  shares  of  Rule  145 
stock  acquired  in  a  merger. 

The  shares  were  then  selling 
at  S60  a  share. Their  company  had 
been  acquired  bv  a  larger  firm  earlier 
in  the  year,  and  it  was  a  potential 
straightforward  Rule  145  sale. 

But  here's  what  we  did  in  order 
to  lock  in  a  profit  on  the  stock,  while 
deferring  most  of  their  capital  gains 
to  the  following  year.  A  special  unit 


of  our  Listed  Block  Trading  Depart- 
ment sold  50,000  shares  on  a  regular 
settlement  basis  and  240,000  shares 
short  against  the  box  as  the  price  of 
the  stock  was  rising. Then  when  the 
price  turned  down,  as  an  accommo- 
dation, Merrill  Lynch  purchased 
60,000  shares  as  principal  on  an 
installment  sale  basis.  All  trades  were 
executed  between  6OV2  and  62  !4 
and  the  order  was  completed  within 
three  days. 

It  was  a  good  example  of  how 
Merrill  Lvnch  s  technical  and  trading 
knowledge  of  various  investment 
strategies  now  available  to  holders  of 
control  and  restricted  securities  can 
be  combined  with  two  other  Merrill 
Lvnch  advantages:  Our  willingness 
to  commit  our  capital  to  facilitate  the 
sale  ot  a  large  block,  and  our  unsur- 
passed access  to  securities  inventory 
which  enables  us  to  loan  stock  to 
cover  short  sales  against  the  box. 

For  information,  contact 
Charles  J.  Plohn,  Jr.,  Vice  President, 
Special  Transactions  Department, 
Merrill  Lynch,  One  Liberty  Plaza, 
New  York,  NY.  10080. 

If  vou  have  control  or  restricted 
securities,  come  to  Merrill  Lynch. 

We'll  do  a  lot  more  than  just 
follow  the  rules. 

Merrill  Lynch 


mj  that  the  profit  juggling  is  over  and  the 
\countants  have  had  their  final  say,  what 
■>es  the  future  hold  for  Heinz? 


Tony  O'Reilly's 
luck  returns 


By  Maurice  Barn  fat  her 


vz  President  and  CEO  Tony  O  'Reilly 
w  it's  with  the  SEC.  Vfe  think  it's  over. 


Napoleon  thought  it  more  im- 
portant for  his  generals  to  be 
lucky  than  intelligent.  "H.J. 
Heinz  is  lucky,"  says  Heinz  President 
and  CEO  Tony  O'Reilly. 

O'Reilly  is  talking  about  syrup.  Cloy- 
ingly  sweet  syrup.  Not  the  kind  you  pour 
over  breakfast  pancakes,  but  the  type 
that  sweetens  soft  drinks.  High-fructose, 
corn-based  syrup,  to  be  precise.  As 
O'Reilly  puts  it  in  his  slow,  deliberate 
Irish  brogue:  "It's  frontier  technology. 
Quite  remarkable." 

A  substantial  portion  of  the  sugar  mar- 
ket has  already  been  replaced  by  high 
fructose.  "This  year  we're  going  to  pro- 
duce 6  billion  pounds  of  high  fructose 
domestically,"  he  goes  on.  "A  third  of 
the  sugar  market  will  be  served  by  an 
industry  that  didn't  exist  five  years  ago." 
But  what  about  the  sugar  lobby? 
"Look,"  O'Reilly  replies.  "I've  seen 
what  rigged  prices  can  do.  I've  never  seen  a 
more  prosperous  group  of  people  than  Irish 
farmers  since  Ireland  joined  the  Common 
Market. "  Anthony  J.F.  O'Reilly,  44,  ought 
to  know.  A  native  of  Dublin  who  was 
managing  director  of  the  Irish  Sugar  Co. 
before  joining  Heinz  in  1969,  he  still  owns 
a  working  farm  in  County  Kildare.  He 
smiles  now.  "But  in  America,  it's  remark- 
able, there's  not  the  opposition  to  change 
that  there  is  in  Europe." 

There's  more  to  it  than  that.  In  the  last 
two  years  sugar  prices  have  risen  300%, 
to  $53  per  hundredweight,  as  production 
has  threatened  to  fall  short  of  demand. 
That  made  high  fructose — invented  in 
America,  perfected  in  Japan  and  brought 
back  to  the  U.S.  barely  five  years  ago — 
highly  competitive  at  $38  per  hundred- 
weight. Especially  once  the  aftertaste 
problem  in  soft  drinks  was  solved. 

That  and  the  price  last  January  per- 
suaded Coca-Cola  to  let  its  bottlers  use 
high  fructose.  Says  O'Reilly,  "Coca-Cola 
is  the  world's  biggest  industrial  sugar 
buyer.  Of  20  billion  pounds,  it  buys  3 
billion." 

Admittedly  Heinz'  market  share  is  less 
than  that  of  established  competitors  Ar- 
cher-Daniels-Midland, A.E.  Staley,  CPC 
International  and  Standard  Brands.  At 
the  moment  Heinz  has  the  capacity  to 
supply  just  10%  of  the  high-fructose  de- 
mand. But  O'Reilly  feels  blessed  to  have 
even  that  much.  He  paid  $42  million  five 
years  ago  for  Hubinger  Co.  of  Keokuk, 
Iowa.  There  were  times,  while  Heinz 
was  shelling  out  another  $45  million  for 
a  new  high-fructose  factory,  that  O'Reil- 
ly worried  about  that  investment. 

"While  building  our  refinery  the  indus- 
try went  through  a  very  lean  period,"  he 
says.  But  as  it  happened,  Tony  O'Reilly's 
timing  could  hardly  have  been  better. 
The  plant  was  running  quite  smoothly  by 
October  1979,  barely  three  months  be- 
fore Coke's  decision. 
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Does  American 
Prosperity  Depend 
on  South  Africa  O 


There  is  more  to  America's  relationship  with  South  Africa  than 
is  reflected  in  the  daily  press.  That  is  why  we'd  like  to  answer 
your  questions  on  the  realities  of  the  Free  World's  need  for 
mutually  beneficial  relations  with  South  Africa. 

□  HOW  VITAL  IS  SOUTH  AFRICA 
TO  AMERICAN  INDUSTRY 
AND  DEFENSE? 

Of  20  strategic  minerals  vital  to  American 
industry  and  defense,  South  Africa  is  a 
major  supplier  of  Manganese,  Chromium, 
Platinum,  Asbestos,  Antimony,  Vanadium 
and  Gold.  As  the  Middle-East  is  to  oil, 
South  Africa  is  to  strategic  minerals. 


□  HOW  DOES  SOUTH  AFRICA 
RANK  IN  INDUSTRIAL 
TECHNOLOGY? 

South  Africa's  leadership  ranges  from  deep- 
level  mining  and  transportation  expertise  to 
synfuel  production  and  uranium  enrichment. 
Sharing  in  this  expertise  can  help  the  U.S. 
meet  the  challenges  of  the  '80s. 

□  IS  SOUTH  AFRICA  RATED  A 
GOOD  FOREIGN  INVESTMENT 
RISK? 

Yes.  It  has  a  modern  diversified  economy, 
a  sophisticated  industrial  and  financial  infra- 
structure and  enjoys  a  reputation  as  a  reli- 
able business  partner.  South  Africa's  stability 
already  has  attracted  foreign  investments  in 
excess  of  $30  billion  dollars. 

Would  you  like  to  know  more? 


Information  Counselor,  South  African  Embassy 
3051  Massachusetts  Avenue,  N.W. 
Washington,  D.C.  20008 
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Little  $125  million  (sales)  Hubingj 
which  ran  in  the  red  last  year,  could  ea 
$20  million  or  more  this  year.  Tha 
enough  to  make  a  significant  imp4 
even  at  Heinz,  which  earned  $143  rq 
lion  last  year  on  sales  of  nearly  $3  billid 

Syrup,  of  course,  makes  you  fat.  H 
Tony  O'Reilly  has  already  thought 
that.  Two  years  ago  he  snapped 
Weight  Watchers  International  for  1 
million.  Why  pay  that  much  for  Weijj 
Watchers?  True,  there  are  80  mill 
overweight  Americans.  But  how  willij 
will  people  be  to  continue  driving  cons 
erable  distances  to  classes?  Says  O'Rfl 
ly:  "We  may  look  vulnerable,  but 
clients  are  zealots." 

Even  the  Australians  are  becoming  II 
lievers.  Starting  18  months  ago  WW  h 
franchised  its  products  to  the  Aussie  su 
sidiaries  of  companies  like  Nabisco  ai 
Cadbury  Schweppes.  This  year  under 
cense  they  will  sell  over  $20  million 
Weight  Watchers  products.  Says  O'Re 


Product  differentiation  fceej 
marching  on,  says  O'Reill 
"God  only  knows  what  oi 
marketing  people  have  i 
store  for  us  next.  To  have  tl 
44  ounce  hernia  pack 
ketchup  on  your  table  tes 
the  outer  limits  of  credibility 
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ly:  "There's  no  capital  employed.  We  ju 
collect  the  commission." 

What  these  two  acquisitions  have 
common  is  simple:  Neither  Hubing 
nor  WW  are  capital-intensive;  both  ha 
high  cash  flow.  Adds  O'Reilly:  "So  whi 
they  make  profits,  it's  that  rather  attrs 
tive  form  of  profit  you  can  actually  usa 

O'Reilly  has  also  pruned  back  Heiu 
traditional  businesses.  "Over  the 
five  years  we  have  managed  to  ke 
hammering  away  at  our  costs,"  he  sal 
"We  had  14  plants  seven  years  ago.  Nd 
there  are  7.  We  have  increased  voluij 
but  reduced  employment  18%." 

As  a  result  Heinz'  aftertax  return 
total  capital  has  inched  up  from  10.8% 
an  above-average  13.5%,  about  the  sar 
as  Campbell  and  not  far  behind  Kelloj 
CPC,  General  Foods  and  Carnation. 

But  O'Reilly  knows  better  than  to  C 
cost's  in  the  promotional  end,  where 
can  hurt  market  share.  "Five  years  a 
we  spent  $29  million  on  media  marki 
ing.  This  year  it's  well  in  excess  of  $1 
million,"  says  Dr.  O'Reilly.  Oh,  yes,  he 
a  doctor  as  of  this  past  summer  whe 
after  nine  years  and  a  500-page  thes 
The  Marketing  of  Agricultural  Produce, 
secured  a  Ph.D.  from  the  University 
Bradford  in  England. 

It's  paying  off  in  Heinz'  major  produ 
areas.  In  canned  tuna  its  Star-Kist  label 
tin  to  fin  with  Ralston  Purina's  Chick 
of  the  Sea,  both  holding  roughly  30% 
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Who  has  the  capability 

to  transmit  your  information 

with  99.99999%  accuracy? 


American  Satellite.  We're  a 
system  you  can  relay  on. 


jeU-lTE  Co- 


Reliability.  If  a  business  commu- 
nications system  doesn't  have  it, 
all  the  other  advantages  are 
meaningless.  Our  American 
Satellite  system  can  offer  you  the 
kind  of  accuracy  that  generates 
only  one  error  in  every  10  million 
bits  of  information. 

Accuracy  is  only  one  aspect  of  the  American 
Satellite  story.  Flexibility  is  another.  We  can  tailor  a 
satellite  communications  system  to  your  specific 
needs  for  voice,  data  and  image.  And  as  your 
needs  change,  our  system  can  change  right 
along  with  them.  Servicing  is  easy  due  to  our 


©  1980  American  Satellite  Company.  Germantown.  MD 


design,  and  so  is  the  incorpora- 
tion of  new  technology. 

American  Satellite  has  pio- 
neered many  advances  in  the 
communications  field,  but  we 
never  lose  sight  of  the  basic  fact 
that  a  system  is  only  as  good  as 
it  is  accurate.  And  we're  99.99999%  sure  that 
we're  the  best.  For  more  information  write  to 
American  Satellite  Company,  20301 C4 
Century  Blvd., Germantown,  Maryland  20767. 

'    AMERICA!  ~~ 
SATELLITE 
COMPAf 

Between  heaven  and  earth 
there's  little  we  cant  do. 


an  annual  28-million-case 
market.  Ketchup  is  still  the 
foundation  of  H.J.  Heinz,  of 
course.  "Our  market  share  is 
in  the  40% -plus  area,"  says 
O'Reilly,  "and  we've  actually 
gained  market  share,  despite 
competition  from  Del 
Monte,  Hunt-Wesson  and,  of 
course,  the  ubiquitous  pri- 
vate-label brands."  Largely, 
this  is  due  to  product  differ- 
entiation and  size  changes. 
"We  even  have  the  44-ounce 
hernia  pack,"  says  O'Reilly. 
"God  knows  what  they  have 
in  store  for  us  next.  To  have 
44  ounces  of  ketchup  on  your 
table  tests  the  outer  limits  of 
credibility!" 

In  cat  food,  now  3  times 
the  size  of  the  baby-food 
market,  Heinz'  Nine  Lives 
brand  has  30%  of  the  mar- 
ket. And  at  least  by  tonnage, 
Heinz  is  now  the  largest  fro- 
zen-food company  in  the 
U.S.,  under  its  own  label,  and 
through  Ore-Ida  Foods. 

Overseas,  where  Heinz  has 
always  been  strong  (41%  of 
sales  and  38%  of  earnings), 
Tony  O'Reilly  has  acquired 
the  $20  million  (sales)  Coun- 
try Kitchen  Foods  mushroom 
business  in  the  U.K.  and  the 
$100  million  (sales)  Nadler- 
Werke  delicatessen  company 


Froze)  i  ft  tods  from  Heinz 
Tops  in  tonnage . 


in  Germany.  "We've  had 
nose  pressed  to  the  wind 
pane  in  Germany  for  yea|i 
he  says. 

There  is  a  black  cloud 
hovering  on  Heinz'  hon^ 
of  course,  and  that  is 
profit-iuggling  scandal 
covered  last  year.  Betw| 
the  years  1972  and  1979  pji 
its  were  manipulated  to  i| 
out  fluctuations  in  any 
area.  Here  O'Reilly  is  urn 
standably  cautious:  "W4 
done  everything  the  ret 
into  the  affair  called  for.  N 
it's  with  the  SEC.  We  th 
it's  over." 

O'Reilly  is  quickly  bad 
pleasanter  topics.  "Five  yt 
ago  our  margins  were  lov 
our  balance  sheet 
weaker,"  he  says.  "And  r 
I  think  Heinz  has  stabill 
image  and  reach."  Mi 
that  reach  include  anot 
bout  with  Campbell?  A 
all,  last  year  the  two  arc 
vals  settled  a  long-stanc 
feud  out  of  court  only 
cause  of  mounting  costs. 

O'Reilly  gives  a  know* 
grin.  For  Heinz  versus  Cai 
bell  it  is  the  end  of  anot 
round.  He  recalls  a  warti 
British  euphemism:  "L 
the  8th  Army,  we  have  reti 
to  prepared  positions."  I 


It  has  taken  once-proud  Heublein  the  better 
part  of  a  decade  to  recover  from  two  acquisi- 
tions. Now  its  poorer  but  a  lot  smarter 


The  education 
of  Hicks  Waldron 


We're  a  helluva  lot  smarter  to- 
day than  we  were  in  the  late 
Sixties,"  says  Heublein  Presi- 
dent Hicks  Waldron  with  a  confident 
smile.  You  wouldn't  know  it  from  the 
numbers.  Heublein  Inc.'s  return  on  equi- 
ty sank  from  a  dazzling  38.2%  in  1970  to 
a  rather  mediocre  15.8%  last  year.  That's 
smarter? 


Yes,  in  a  sense,  that  is  smarter.  In  the 
late  Sixties  and  early  Seventies  Heub- 
lein's  top  management  was  making  ma- 
jor blunders  that  were  to  haunt  Heublein 
for  an  entire  decade  thereafter.  The  first 
blunder  happened  in  1969  when  Heub- 
lein acquired  United  Vintners,  the  largest 
domestic  producer  of  sweet,  fortified 
wines.  As  sweet  wines  comprised  70% 


of  all  U.S.  wine  sales  and  UV  hel 
commanding  lead  in  that  market, 
looked  like  a  shrewd  acquisition.  But 
most  immediately  the  Federal  Tr 
Commission  charged  that  the  mei 
was  anticompetitive  because  of  He 
lein's  important  position  in  the  relal 
hard  liquor  market  (Smirnoff  and  Po 
vodka,  Black  &.  White  scotch,  Black  ' 
vet  Canadian  whiskey,  Jose'  Cuervo 
quila).  Then,  to  make  matters  wo) 
consumer  tastes  began  to  change  c 
matically.  As  per  capita  wine  consul 
tion  shot  up  some  60%  during  the 
cade,  sweet  wines  dropped  to  only  31 
of  all  wines  sold  in  the  U.S.  The 
winners  were  table  wines,  which  n 
account  for  70%  of  the  market. 

Since  the  facilities  to  produce  ordin 
wine  are  very  different  from  those  u 
to  make  sweet  wines,  Heublein  had 
pour  enormous  amounts  of  money  i 
cooperage  and  refrigeration  facilit 
Then  it  had  to  build  up  huge  invento: 
of  wines  and  age  them  at  high  cost  bei 
getting  back  one  dime  of  revenue. 

Meanwhile  there  was  Kentucky  Fi 
Chicken,  acquired  by  the  company 
1971.  KFC  was  a  disaster  waiting  to  h 
pen,  as  Heublein  would  have  known 
had  done  its  homework.  "Even  prior  to 
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What  the  rich  give  the  wealthy. 


Royal  Salute  by  Chivas.  21  year  old  Scotch  whisky.  About  $50  a  bottle? 

Presented  in  blue, green,  or  brown  Spode  china  decanter,  with  matching  velvet  opera  sack. 

Send  this  unique  "Giffanywhere  in  U.S.A.  For  information  call  WHISKEY- GRAM  Toll  free  1-800-327-0243. 

21-YEAR-OLD  BlENDgO  SCOTCH  WHISKY  •  8o'pRGOf  •  GENERAL  WINE  &  SPIRITS  CO  .  NEWYORK,  N  Y  'PRICE  MAY  VARY  ACCORDING  TO  STATE  &  LOCAL  TAXES 
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HO  LONG  TO  BE  DATSUN  DRIVEN 


ted  rack-and-pinion  steering, 
i  independent  suspension, 
four  wheel  power  disc  brakes, 
an  engineers  think  of  it  as  a 
-door  Z  car.  So  will  you. 

URY  OF  A  MERCEDES... 
j  BEYOND. 

he  look  inside  and  you'll 
to  where  the  word  MAXIMA 
pfrom:  Maximum  luxury-so 
jplete  there  are  no  options, 
conditioning.  A  four  speaker 
bo.  Cassette  deck.  Automatic 
Emission.  Cruise  control.  And 
puter  readout.  It's  so  civiliz- 
he  inside  lights  up  when  you 
he  outside  door  handle. 


SOPHISTICATION  OF  A  CADILLAC. 

No  Cadillac  owner  will  miss 
his  power  controls  in  a  Datsun 
Maxima.  Windows,  door  locks, 
dual  mirrors,  antenna  and,  even, 
the  sky  roof  move  with  the  touch 

of  a  button. 

-  ■ 

ABOUT  THE  SIZE  OF  A  BMW  528i. 
AND  ALMOST  HALF  THE  PRICE. 

Maxima  is  the  roomiest,  most 
comfortable  Datsun  ever  created. 
Veloured,  contoured,  deep-pil- 
lowed chairs  hold  you  and  your 
passengers  snug.  There's  more 
front  headroom  and  legroom 
than  the  BMW  528i-plus  a  very 
generous  trunk.  For  even  more 

■  ,  ■  v: 


room,  examine  the  new 
Datsun  Maxima  5-door  wagon. 

QUALITY  OF  A  DATSUN. 

Do  some  door  slamming  and 
seam  inspecting.  Above  all, 
Maxima  is  a  classic  example  of 
superior  workmanship.  Designed 
and  built  by  Nissan  Motor  Co., 
Ltd.,  the  worldwide  company 
whose  name  stands  for  quality, 
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How  the  number  one 
airline  to  Europe 
became  the  number  one 
airline  to  Europe. 
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For  the  last  six  years,  TWA  has  flown 
more  people  to  Europe  than  any  other 
airline.  Since  you're  a  person  who 
probably  spends  time  in  the  air,  we 
thought  you  might  like  to  know  why. 

Only  747  s  and  L-1011's 
The  only  planes  TWA  flies  to  Europe 
are  the  planes  business  fliers  prefer 
most— widebody  747s  and  L-1011's. 

We  take  care  of  you 
so  you  can  take  care  of  business 
Unlike  other  airlines,  TWA  won't 
make  you  wait  in  a  check-in  line 
on  your  way  home  from  Lon- 
don, Paris,  Milan,  Athens 
or  Madrid. 

Because  withTWA's 
Round-Trip  Check- 
In®  and  Advance 
Seat  Selection  you 
receive  a  boarding 
pass  and  seat 
assignment  for  your 
return  flight  before 
leaving  for  Europe. 

And  for  business 


fliers,  TWA  offers  Ambassador  Classsr 
on  all  flights  to  Europe.  With  a  special 
check-in  area  to  speed 
you  through  the 
airport  and  on- 
board extras  that 
can  make  a  long 
flight  seem  shorter. 
First  Class 
Sleeper-Seats 
Anybody  who  flies  First 
Class  deserves  First  Class 
treatment.  So  every  TWA 
747  and  747SP  is  equipped  with 
Sleeper-Seats  in  First 
Class.  The  seat 
stretches  out  when 
you  do— the  length 
of  three  full  win- 
dows—to ensure  a 
good  flight's  sleep. 

More  flights 
to  more  cities 

TWA  flies  to  Lon- 
don, Paris,  Rome, 
Frankfurt,  Milan. 


Athens,  Madrid  and  Lisbon.  As  well 
as  Barcelona,  Tel  Aviv  and  Cairo.  With 
over  80  nonstop  flights  a  week,  our 
schedule  is  bound  to  have  a  flight  that's 
right  for  your  schedule. 

So  if  you're  heading  for  Europe,  head 
for  TWA.  After  all,  why  fly  with  anyone 
else  when  you  can  fly  with 

I  number  one? 

The  number 
one  card  for 
business  travel 

The  American  Express"  Card  is  wel- 
comed around  the  world  for  almost 
every  travel  and  entertainment  expense. 

It  also  gives  you  access 
to  Travelers  Cheque 
Dispensers  plus  a  Sign 
&  Fly  *  extended  pay- 
ment plan.  If  you  don't  have  the  Card, 
call  toll-free  800-528-8000 for  an  appli- 
cation or  pick  one  up  wherever  the  Card 
is  welcomed.  The  Americai 
Express  Card.  Don't 
leave  home  without  it 
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You're  going  to  like  us 
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5  ing  the  company,  it  was  losing  con- 
;i  and  losing  sight  of  what  the  business 
U;  all  about,"  says  Waldron.  But  Heub- 
tji  didn't  notice  that,  thinking  only  of 
||v  it  could  increase  KFC  volume  with 
tj  usual  Heublein  marketing  flair 
FORBES,  Aux  6.  /'>"')).  "Now  we  know 
Ik  this  is  a  nuts-and-bolts  business,  not 
IlLiick- trick  marketing  and  advertising 
■iness,"  says  Waldron,  a  big,  jovial 
hi  brought  in  from  General  Electric  in 
B3.  The  trouble  was  that  the  nuts  and 
fc:s  could  not  be  kept  in  place  solely 
y  i  improved  controls  at  the  top. 
Ij While  we  were  working  on  manage- 
Bit  and  control  in  the  head  office,  we 
■hd  to  put  enough  emphasis  on  getting 
n  vidual  store  managers  to  run  their 
jes  properly,"  Waldron  goes  on. 
jbnkly,  we're  listening  a  bit  more  now 
ihe  Colonel  (founder  Colonel  Harlan 
flders — ever  a  stickler  for  cleanliness 
p  quality  at  the  store  level]."  The  addi- 
{(  of  barbecued  spareribs  to  the  KFC 
ijjiu  in  1975  delayed  the  inevitable  col- 
lie for  a  couple  of  years  and  disguised  it 
ihi  managers  who  were  looking  only  at 
lv  'all  per-store  sales  rather  than  at  what 
| selling.  But  by  1977  KFC  had  created 
M\  a  demand  that  raw  rib  prices  dou- 
|||  and  KFC  priced  itself  out  of  that 
Hket.  Then  the  bottom  fell  out.  At  a 
IE  when  fast-food  sales  were  climbing, 
It's  sales  were  declining. 
Ill  in  1977,  as  United  Vintners  was 
Ijlding  out  from  under,  Kentucky  Fried 
Scken  was  collapsing.  As  earnings 
Hped  from  $73  million  to  less  than 
llmillion — there  was  a  fall  in  refresh- 
lit  wine  and  KFC  sales  and  problems 
tji  Brazilian  operations — Heublein's 
Ilk  plunged  from  59  to  22.  For  Wall 
Jet  the  old  Heublein  magic  was  gone 
li  ood. 

Mit  lately  there  have  been  signs  that 
|ks  Waldron  has  turned  Heublein 
ijnd.  Last  month,  after  almost  ten 
)|Jls  of  litigation,  the  FTC  exonerated 
llblein  of  all  antitrust  charges  stem- 
:i|J'5  from  its  1969  acquisition  of  United 
Jjners.  The  good  news  could  hardly 
J |  come  at  a  better  time.  Heublein's 
!;y  capital  spending  at  UV  is  tailing 
I  nd  wine  sales  are  soaring.  Last  year 
Iblein  sold  20  million  cases  of  wine. 
Jlunquestioned  star  of  the  UV  group, 
vUtnook  Vineyards,  will  sell  5  million 
jjjose  cases  this  year — up  from  a  mere 
IPOO  back  in  1969.  Petri,  which  is  the 
Ijr-price  label,  is  the  fastest-growing 
|is  category,  having  grown  21%  last 
With  domestic  wine  sales  expected 
row  at  twice  the  rate  of  beer  and 
>r  in  the  next  decade,  the  wine  busi- 
is  clearly  promising.  "To  be  in  the 
wine  business  today  is  what  I  call 
I  positioned  perfectly,"  proclaims 
ron. 

ntucky  Fried  Chicken  is  also  com- 
ack  to  life,  thanks  to  drastic  surgery 
slashed  company-owned  stores  from 


Heublein  President  Hicks  Waldron 

"Now  we  know  this  is  not  just  a  quick-trick  marketing  business. 


1,100  to  767.  A  new  store-level  approach 
cut  some  prices,  tightened  control  on 
service  and  preparation,  and  began  spiff- 
ing up  the  aging,  peppermint-striped 
premises.  "We  are  the  oldest  fast-food 
business  in  the  country  and,  frankly,  in 
1977  we  looked  it,"  says  Waldron.  Not 
anymore.  Heublein  has  spent  $35  million 
a  year  in  the  past  two  years  on  improve- 
ments and  will  spend  as  much  this  year. 
The  results  are  beginning  to  show.  For 
the  past  29  months,  sales  at  KFC-owned 
stores  have  risen  steadily.  In  the  most 
recent  quarter,  KFC-owned  stores  were 
up  14%  on  a  respectable  $365,000  aver- 
age annual  store  sales  base,  vs.  a  2.5% 
decline  for  the  competing  Church's 
chain  and  marginal  gains  for  most  other 


fast-food  operations.  True,  KFC  fran- 
chises are  not  growing  nearly  as  rapidly, 
partly  because  they  were  not  as  badly 
deteriorated  in  the  first  place,  and  partly 
because  they  have  not  invested  as  heav- 
ily in  store  improvements.  Now  KFC  is 
taking  the  initiative  once  more.  It  plans 
to  add  several  new  company-owned 
stores  in  1981.  In  the  past  three  years 
there  have  been  no  net  additions.  And 
two  new  menu  items — a  chicken  sand- 
wich and  a  form  of  french-fried  potato — 
are  being  test-marketed  in  hopes  of 
building  luncheon  trade.  New  stores  and 
new  foods  are  what  create  the  zip  in  the 
fast-food  business. 

Wiser  though  it  is,  Heublein  will  not 
snap  back  overnight  and  show  the  superb 


Kentucky  Fried  Chicken  stores,  the  quick  and  the  dead 

"We're  the  oldest  fast-food,  business  in  the  country,"  says  Waldron,  "and  frank- 
ly in  1977  we  looked  it,"  Survivors  muted  their  peppermint  stripes,  added 
seating  and  paid  attention  to  cooking  chicken  the  Colonel  would  like. 
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CHEVROLET 
WAS  HERE. 


FORD 
WAS  HERE. 


JEEP 
WAS  HERE. 


PONTIAC 
WAS  HERE. 


DODGE 
WAS  HERE. 


VHERE  VERE  YOL1  LA5T  VEEK? 


//  hat  drives  car  advertisers  to  The  Sew  Worker? 
Car  buyers.  People  who.  though  limited  in  number,  are  not 
so  limited  in  purchasing  power.  People  who  can  buy 
the  model  they  want,  when  they  want  it. 
Making  The  Sew  Yorker  one  o  f  Detroit's  most 
efficient  vehicles. 

YE5.  THE  NEV  YORKER 


fitability  it  enjoyed  in  1970.  Hicks 
[dron  can't  perform  miracles.  After 
P  he's  surrounded  on  all  sides  by  stiff 
ipetition.  KFC,  which  blew  its  abso- 
:  dominance  of  the  chicken  end  of  the 
-food  barnyard,  now  must  fight  its 
i  back  against  another  national  chain, 
Arch's,  and  dozens  of  regionals — not 
nention  the  rest  of  the  crowded  fast- 
1  market.  In  wine,  Coca-Cola  entered 
fray  with  the  1977  acquisition  of 
[v  York's  Taylor  Wine  Co.  and  has 
ted  a  marketing  war  that  has  caused 
:jstry  advertising  expenditures  alone 
learly  triple  in  the  past  three  years. 
Fi's  biggest-volume  seller,  Colony  (for- 
rly  Italian  Swiss  Colony),  which  com- 
fs  head  to  head  with  Gallo,  is  being 
sezed  by  both  lower-  and  higher-price 
■  :1s  and  is  declining  in  volume.  And 
\  fizz  is  largely  gone  from  the  pop  wine 
■I  nomenon  that  gave  us  Heublein's 
[hie  Green  Springs  and  T.J.  Swann  la- 
id .  Meanwhile,  back  home  in  the  spir- 
t:  'rade,  the  company's  crown  lewel — 

\wammmmmtmmmm 

t  1977,  as  United  Vintners 
ps  crawling  out  from  under, 
i  itucfcy  Fried  Chicken  was 
t  lapsing.  As  its  earnings 
hipped  from  $73  million  to 
t  s  than  $49  million,  Heub- 
i  i's  stock  plunged  from  59 
22.  For  Wall  Street  the  old 

I  xblein  magic  was  gone  for 
<  *d.  But  now  there  are  signs 
.  i  turnaround. 

Brnoff — has  slowed  to  a  3%  yearly 
Hvth  rate  as  inflation-plagued  Amen- 
lii  trade  down  to  less-expensive  brands 
|i  as  Heublein's  low-margined  Popov. 
Ii  Waldron  concedes  that  products  like 
)  dairy-based  cocktail  line  Hereford 
||/  "have  gone  to  pasture,"  meaning 

II  sales  are  fading  and  advertising  sup- 
has  been  withdrawn.  Waldron  is 

||  using  his  innovative  technology 
I]  keeps  milk  and  liquor  from  separat- 
|jto  launch  a  brand-new  line  of  such 
||caged  cocktails  as  grasshoppers  and 
I  coladas.  Cocktails  and  cordials  are 
||tg  well,  as  are  some  spirit  brands,  but 
Hdron  admits  that  Heublein's  major 
rth  will  not  come  from  the  liquor 
jlness. 

Ipt,  at  least  today,  Hicks  Waldron  is 
[ting  on  his  own  ground  with  a  largely 
Jilt  company.  Marketing  wars  are 
Jt  Heublein  knows  well  and  excels  at. 

international  market,  where  both 
Ij'noff  and  KFC  are  doing  well,  offers 
||  worlds  to  conquer.  As  margins  lm- 
«e,  now  that  the  big  capital-spending 
Irams  are  easing  up,  Heublein's  long- 
Irring  shareholders  might  reap  some 
lest  benefit  from  the  company's  cost- 
|ducation — provided  Hicks  Waldron 
lust  avoid  that  seemingly  fatal  urge 
erge.  ■ 


Make  Ginori 
your  main  entree. 

To  gifts  of  fine  Italian  china  and  objefs 
d'arf— Ginori's  been  famous  for  both  since  1705. 
Your  entree  to  other  famous  names, too, in  crystal, 
silver  and  barware— Lalique,  Chrisfofle, Baccarat. 

And  Ginori  offers  you  corporate  gift 
accounts  for  your  own  leading  names— special 
friends  and  business  ossociofes.  Order  by  mail  or 
phone  and  we'll  help  you  moke  every  holiday  or 
special  occasion  a  memorable  one— and  an 
effortless  one. 

You'll  also  find  us  good  company  away 
from  the  dinner  table.  Ginori  is  a  worldwide 
leader  in  such  industries  as  ceramics,  industrial 
engineering— even  the  production  of  decorative 
bath  fixtures.  Everything  including  the  kitchen  sink 

Have  we  whetted  your  appetite?  Write 
or  call  for  more  details.  Ginori,  7 1 1  Fifth  Avenue, 
New  York,  N.Y  10022(212)752-8790. 
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When  you  make  it  through 
four  years  of  college  payments . . . 


When  we  help 

your  business  taxes  shrink 


When  your  money 
plan  keeps  working 
after  vou  retire . . . 


When  your  financial  plan 
helps  you  get  the  equipment 
you  need . . . 


W  hen  your  investments  help 
you  cope  with  inflation . . . 


You  really  believe  in  those  IDS  ideas* 

IDS  customers  become  believers  for  one      plan  designed  to  your  unique  needs. 


simple  reason.  Our  money  ideas  work. 

They  work  to  help  you  re- 
tire comfortably.  To  help  buy 
that  bigger  home.  Or  keep  up 
with  inflation.  Whatever  your 
goals,  an  IDS  representative  can 
come  up  with  the  money  idea 
that's  best  for  vou.  A  financial 


In  making  our  recommendation,  we'll 
be  totally  objective.  You  see,  with  over  40 
financial  products  and  services 
IDEAS     to  choose  from,  we  can  afford 
to  help  vol      to  be 

M  AN  AGI  MONEY  '  .      ,  r  ir  11 

rind  out  tor  yourself.  Lall 
vour  nearbv  IDS  representa- 

Equal  opportunity  employer  M  /  F        tive.  And  Start  believing. 


ry  Sanders  was  a  master  at  selling  the  sizzle  in  semiconductors. 
>w  he  wants  Advanced  Micro  Devices  to  have  the  steak,  too. 


nr. 


Salesman  rampant, 
on  a  field 
of  chips 


By  Kathleen  ft.  Wiegner 


heed  Micro  Devices  President  Jerry  Sanders 

iont  tolerate  excuses  from  our  sales  force.  There  is  no  try,  only  do. 


TO  MARK  THE  TENTH  ANNIVERSARY 
of  Advanced  Micro  Devices  last 
year,  President  ferry  Sanders  had  a 
flag  run  up  the  company  flagpole  display- 
ing a  bunch  of  asparagus.  Then  he  plas- 
tered the  semiconductor  maker's  corpo- 
rate walls  with  asparagus  posters  and 
took  out  full-page  trade-paper  ads  an- 
nouncing the  dawn  of  the  asparagus  age 
for  the  Sunnyvale,  Calif,  company. 

Why  asparagus?  Asparagus,  explains 
Sanders,  is  the  perfect  symbol  for  AMD 
in  its  next  ten  years.  "If  you're  just  start- 
ing in  farming,  you'd  better  not  plant 
asparagus:  It  takes  three  years  to  get  a 
good  crop,  and  by  then  you  may  have  run 
out  of  money.  Growing  asparagus  is  like 
developing  integrated  circuits.  The  more 
time  you  can  afford  for  innovative  re- 
search and  development,  the  greater  your 
profitability.  Asparagus  means  earning 
power." 

But  in  this  case  earning  power  also 
unfortunately  means  risk.  It  means  com- 
mitting over  10%  of  sales  to  research  and 
development.  It  means  carrying  a  debt 
load  that  has  ballooned  over  300%,  to 
$29  million,  since  1979.  "If  we  keep 
growing,  we  can  cover  our  capital  expen- 
ditures," says  Sanders.  "What  we  fear  is 
a  slowdown.  We  are  an  army  that  doesn't 
know  how  to  retreat." 

When  Sanders  started  AMD  in  1969, 
he  had  neither  the  money  nor  the  engi- 
neering expertise  to  risk  being  an  inno- 
vator. What  he  needed  was  a  quick  cash 
crop.  So  he  put  his  money  into  a  good 
sales  force  that  would  sell  copies  of  the 
innovative  products  of  other  semicon- 
ductor makers.  Such  copying,  called  sec- 
ond-sourcing,  is  quite  acceptable  in 
semiconductors.  No  chip  buyer  wants  to 
depend  on  just  one  producer  for  the  mil- 
lions of  chips  he  needs  yearly.  So  a  sec- 
ond maker — say,  AMD — copies  a  chip 
developed  by  Intel,  for  example,  and  pays 
Intel  a  royalty.  But  after  a  decade  of  pay- 
ing royalties  to  other  people,  Sanders 
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Vfll  I' I  I   PET  °ur  Distribution  Group's 
fUU  Lb  UIC  I        wholesaling  of  pharma- 

IIHOT  I        ceutical  products,  mechanical  and 

nl  [12^  I  11        electrical  supplies  throughout  the 

ninafn  *%mi  nm.rn.mma    West  helps  make  Amfac 

PART  uF  DUE  healthy- But  D,stnbut,°n 


is  just  part  of  this  $1.7 


HP  II I  Til  V       billl°n  "Forbes  50°"  cornPanV- 

f|  bULI  11  |  Further  diagnosis  reveals  our  Food 


AMFAC 


Group,  the  marketers  of  millions 
of  pounds  of  frozen  potato  products, 
seafood  and  cheese  annually. 
Our  Hotels  &  Resorts  Group 
operates  23  hotels  and  resorts 


in  8  states.  Ten  Liberty  House  Department 
stores  in  California,  one  in  Reno  and  34 
outlets  in  Hawaii  contribute  to  the  rapid 
growth  of  our  Retail  Group.  Sugar 
sweetens  our  earnings.  And  5,763,351 
nursery  plants  sold  by  our  Agriculture  Group 
helped  us  break  all  sales  records  in  1979. 
We're  a  growing  concern,  concerned 
about  growing.  For  more  information  and 
our  annual  report,  write  Grafton  Jhung, 
Amfac  Inc.,  Western  Regional  Office; 
PO  Box  7813, 

S;rarac 

Bringing  you  life's  little  things, 
in  a  big  way. 


kAMD 
unicat 
ithett 

hitbr  tele 


••*-; 


sr..- 
■Dm 
... 

..- ; 

B  i  / 

ola  he 
bemei 
weren't 

DO;-  -. 

Bed  to  s 
to  Mo- 
il! Ca 
■a::.c: 
'i..'  . 

sr.:  . 

ottli, 

tot  Fiir;! 

►tech 
teconif 
Relate 
fcant  en 

brH 
feturin 

\mh 

fc  sales 

kjj, 

Shall  isr 
I  Sander; 

asellinj 
i  Sander 
1  *ts  proc 
tyStani 


*wei 


links  AMD  is  ready  to  grab  some  of  the 
Rstige — and  the  better  profits — that 
lane  from  designing  your  own  propri- 
ety products. 

&  oney  is  no  longer  the  problem  it 
ill    was.  Last  year  AMI  )'s  sales  rose 
"JL  over  50"<>',  to  $225.6  million, 
w  more  than  doubled,  to  $23  million. 
F:urn  on  equity  was  33%,  better  even 
Ij  n  vaunted  Intel's  30%.  In  the  last 
years,  AMD's  compound  annual 
Ijss  growth  rate  of  49%  surpassed  that 
p  any  other  publicly  held  semiconduc- 
ii;  company,  and  its  38%  earnings-per- 
ILre  growth   in   the   last   six  years 
fe  laled  Intel's. 

Irhe  market  Sanders  has  picked  to 
h  nch  AMD's  "asparagus  decade"  is  tele- 
l  nmunications,  the  chips  that  will  be 
u  d  in  the  telephone  switching  systems 
u  1  in  the  telephones  themselves.  Sanders 
■  spent  $  1 2  million  to  date  on  a  Technol- 
§•  Development  Center  to  design 
llD's  own  proprietary  products.  He  also 
|qup  a  subsidiary,  Advanced  Micro  Com- 
||ers,  to  put  AMD  into  the  rapidly  grow- 
g>  business  of  microcomputers. 
IkMD  is  very  much  the  creation  of 
Hicago-born  Walter  leremiah  (Jerry) 
ijtders  HI.  Sanders,  44,  came  out  of  the 
Hiversity  of  Illinois  as  an  electrical  en- 
jjeer.  But  in  fhe  course  of  working  for 
■torola  he  learned  an  important  les- 
n:  The  men  making  the  big  money  on 
Bps  weren't  the  geniuses  who  created 
Inn  but  the  guys  selling  them.  Sanders' 
mrities  being  what  they  were,  he 
[Itched  to  sales. 

Ifce  left  Motorola  in  the  early  1960s  for 
Brchild  Camera  &  Instrument,  the 
■idfather  of  scores  of  prosperous  Sib- 
il: Valley  companies,  where  his  razzle- 
|  zle  salesmanship  even  then  made 
ci  stand  out  amid  the  white-coat  sol- 
jriity  of  the  infant  semiconductor  in- 
|||try.  By  age  31  Sanders  had  become 
t!  of  Fairchild's  youngest  marketing 
ijiagers.  But  he  left  Fairchild  in  the  late 
Ikies,  and  after  thinking  things  over  on 
•(Libia  beach  decided  that  he  would  start 
||own  company. 

|  fnlike  Intel  cofounder  Robert  Noyce, 
jirilliant  engineer,  or  National  Semi- 
liductor's  Charles  Sporck,  a  master  of 
lliufacturing,  both  of  whom  left  Fair- 
I  d  around  the  same  time,  Sanders  had 

I  /  his  salesmanship  going  for  him.  So 
i  jsed  it:  "If  you're  5  feet  tall  and  fat, 
|;j<etball  is  not  your  sport." 

jut  Sanders,  ever  the  wise  huckster, 
w  he  would  have  to  give  his  sales 

II  e  a  selling  edge.  Advanced  Micro  De- 
lias, Sanders  told  the  world,  would 
lid  its  products  to  something  called 

itary-Standard  883.  Simply,  that 
iint  AMD  tested  and  inspected  parts 

|):e  carefully  than  the  competition. 

lis  was  important  in  the  late  Sixties 
:n  the  technology  was  still  new  and 
lputcrs  were  regularly  being  fouled  up 
jlefective  chips.  Sanders  also  concen- 


trated on  customers  for  whom  high  reli- 
ability was  so  important  that  he  could 
tack  an  extra  dollar  or  two  on  to  his 
selling  price.  Makers  of  digital  watches 
or  calculators  might  not  be  interested, 
but  customers  in  the  telecommunica- 
tions, computer  and  instrument  indus- 
tries were.  So  AMD  was  able  to  keep  its 
average  selling  price  well  above  the  in- 
dustry average.  And  since  most  of  its 
customers  were  growing  rapidly,  AMD 
could  ride  on  their  momentum. 

By  1977  AMD's  hot  hand  caught  the 
eye  of  German  electronics  giant  Siemens 
A.G.  Sanders  sold  the  West  Germans 
17%  of  the  company  for  $45  a  shate, 
almost  twice  the  stock's  price  at  the 
time.  That  sale  gave  him  $22.5  million 
and  a  chance  to  try  breaking  into  propri- 
etary products. 

It  was  too  late  to  catch  the  growing 
market  for  microprocessors,  so-called 
single-chip  computers,  where  Intel  al- 


"If  we  keep  growing,  we  can 
cover  our  capital  expendi- 
tures. What  we  fear  is  a  slow- 
down. We  are  an  army  that 
doesn't  know  how  to  retreat." 


ready  had  the  lead.  So  Sanders  second- 
sourced  Intel's  microprocessors,  then  did 
the  same  for  the  16-bit  microprocessor 
designed  by  Exxon  subsidiary  Zilog 
Corp.  But  he  did  develop  his  own  peri- 
pherals for  them,  the  devices  that  link 
microprocessors  to  larger  computers. 
Last  year  45%  to  50%  of  AMD's  sales 
came  from  its  own  proprietary  products, 
the  rest  from  second-sourced  devices. 

Sanders'  hard-driving  personal  style 
and  his  love  of  the  grand  gesture  can 
hardly  be  called  subtle.  He  subscribes  to 
the  Vince  Lombardi  school  of  salesman- 
ship: "We  don't  tolerate  excuses  from 
our  sales  force,"  he  says.  "There  is  no 
try,  only  do.  Unless  people  are  good  they 
won't  survive  here."  One  of  his  favorite 
posters  reads:  "Yea,  though  I  walk 
through  the  valley  of  the  shadow  of  death 
I  shall  fear  no  evil,  for  I  am  the  meanest 
sonuvabitch  in  the  valley." 

But  he  also  plays  the  carrot-as-motiva- 
tor  game,  as  he  did  this  year  by  staging 
his  "American  Dream  Christmas  in 
May"  party  for  AMD's  employees.  The 
grand  door  prize  was  $1,000  a  month — 
for  20  years.  Sanders  himself,  with  pho- 
tographers, brought  the  good  news  to  the 
home  of  the  winner,  a  21 -year-old  Filipi- 
no girl  who  had  been  at  AMD  14 
months. 

Sanders  works  just  as  hard  selling  the 
outside  world  on  AMD.  He  recently 
spent  $50,000  for  a  30-second  TV  spot  to 
recruit  engineers,  currently  in  critical 
supply  in  Silicon  Valley.  The  spot,  which 
runs  only  in  AMD's  home  territory,  fea- 
tures a  surfer,  clad  in  a  special  Brooks 


Brothers-like  wet  suit,  paddling  away 
from  the  crowd  and  then  triumphantly 
riding  a  big  wave  to  shore. 

In  Sanders'  emotional  moments, 
which  are  frequent,  his  rhetoric  is  that  of 
a  revivalist  preacher:  "We're  now  in  our 
divine  decade,  we're  creating  our  own 
universe  of  products.  Our  logo  is  reli- 
gious. It  symbolizes  our  belief  that  we 
offer  superior  quality."  Overdone?  "I  talk 
in  exaggerations  because  I  want  to  point 
out  comparisons,"  Sanders  says.  Since  he 
clearly  believes  AMD  is  headed  for  the 
Forbes  500,  why  not  tell  the  world? 

This  year  is  proving  tougher  for  AMD 
than  last,  when  buyers  lined  up  willing  to 
pay  a  premium  just  to  get  the  parts  they 
needed.  Sales  rose  39%  for  the  six 
months  ended  in  August,  but  profits 
were  up  only  34%  because  of  sharp  in- 
dustrywide price  cuts  for  some  of  AMD's 
bread-and-butter  products.  Sanders  is 
hopeful  that  if  things  don't  get  worse, 
AMD  will  be  a  $300  million  company  by 
the  time  fiscal  1981  ends  next  March. 
But  right  now  it  is  shipping  more  old 
orders  than  it  is  writing  new  ones,  exact- 
ly the  reverse  of  last  year. 

More  risky  is  Sanders'  avowed  goal  to 
become  a  primary  supplier  of  proprietary 
products  to  the  telecommunications  in- 
dustry. As  telephone  systems  become 
ever  more  closely  linked  to  computers, 
microprocessors  and  other  chips  become 
essential.  Because  of  its  German  connec- 
tion, AMD  had  been  able  to  work  closely 
both  with  Siemens  and  with  Sweden's 
L.M.  Ericsson  in  developing  standard 
products  for  new  telephone  systems, 
where  the  Europeans  are  ahead  of  the 
U.S.  in  converting  to  digital  operation. 
"The  European  market  is  bigger  than 
that  of  the  U.S.  right  now,"  says  Sanders. 
"We'd  have  to  be  inept  indeed  not  to 
come  up  with  the  right  products." 

At  home,  however,  telecommuni- 
cations may  be  harder  to  crack, 
since  a  lot  of  the  electronics  will 
be  made  by  the  telephone  companies 
themselves.  But  Sanders  feels  that  even 
General  Telephone  and  Western  Electric 
will  be  looking  for  other  suppliers,  and  he 
wants  to  be  ready  to  make  his  pitch. 

Sanders  says  that  when  he  left  Fair- 
child  he  had  no  ambitions  to  be  an  entre- 
preneur. All  he  wanted,  he  says,  was  to 
be  the  CEO  of  a  Forbes  500  company. 
He  still  has  a  way  to  go  to  reach  that  goal. 
But  in  his  personal  life  Sanders  does  not 
have  so  much  left  to  strive  for.  His  stock, 
including  options,  is  worth  over  $20  mil- 
lion at  current  market  prices.  His  four 
houses  include  two  in  Los  Angeles — one 
in  posh  Bel  Air  and  the  other  a  beach 
house  in  Malibu.  His  eight  cars  include 
three  Mercedes,  a  Rolls-Royce  Corniche 
convertible  and  a  white  Ferrari. 

Materialistic?  "I  don't  see  anything 
wrong  with  being  materialistic  as  long  as 
the  ways  of  achieving  material  success 
are  legitimate,"  he-says.  ■ 
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Imagine  a  smokestack 
that  turns  heat  into  oil. 


We  did 

Now  it's  a  reality. 


in  can't  blame  a  guy  for 
ng  concerned  when  he  sees 
ot  of  wasted  energy  going 
;  a  factory  smokestack. 
Lpecially  when  he's  riding  in 
arpool,  doing  his  bit  to 
lserve  energy.  Fortunately, 
>ugh,  the  man  is  a  Garrett 
:;^ineer.  And  the  sight  of  that 
tokestack  is  enough  to  start 
i  thinking  about  putting 
•that  untapped  heat  to  work. 
!  A  heat  exchanger  is  design- 
and  implemented  to  fit 
:ide  the  stack  of  a  furnace. 
Ivorks  like  this:  Gases  rising 
,'ough  the  stack  (up  to 
00°  F)  are  used  to  deliver 
!  ee"  preheated  air  to  the 
Tier.  The  result  is  25%  less 
:1  oil  required  to  heat  the 
<nace.  Depending  on  how  you 
k  at  it,  that's  quite  an  energy 
| co very.  It's  one  reason 
y,  when  it  comes  to  making 
!  jines  and  systems  more 
I  icient,  more  companies  are 
!  ning  to  Garrett. 


We  earned  our  wings  in 
aerospace,  then  built  ourselves 
into  an  industrial  giant  by 
keeping  our  feet  on  the  ground. 
And  our  hands  on  a  technology 
base  just  shy  of  awesome. 
But  what's  most  important  is 
the  way  we're  structured  to 
put  that  asset  to  work  for  you. 

Our  engineers  work  in 
teams.  No  one  is  isolated  to 
some  remote  piece  of  the  puzzle. 
They  work  together,  designing 
from  the  top,  down.  It's  called 
synergy.  The  results  have  been 
impressive. 

For  gas  transmission 
companies,  process  industries, 
and  other  operators  of  large 
gas  turbines  up  to  the  100,000 
horsepower  range,  Garrett's 
heavy  duty  regenerators 
can  reduce  fuel  consumption 
by  as  much  as  30%. 

Using  low  emission,  fluid  - 
ized  bed  technology,  we're 
developing  a  way  to  power  gas 
turbines  with  America's  most 
abundant  resource,  coal.  At  the 
same  time, Garrett  is  pioneering 


in  the  use  of  ceramic  turbine 
components  to  withstand  the 
higher  temperatures  needed  for 
the  greatest  turbine  efficiency. 

We're  working  in  other 
areas,  too.  In  everything  from 
nuclear  power  to  mass  transit, 
from  processing  plants  to  the 
high  seas.  Everywhere  doing 
much  the  same  thing— finding 
ways  to  make  engines  and 
systems  work  harder.  But  the 
real  frontier  for  us  is  you. 

If  you're  wondering  how 
we  can  make  your  enterprise 
work  harder,  write  our 
President,  Jack  Teske,  for 
more  information.  You'll  find 
him  at  The  Garrett  Corporation, 
Dept.  1,  P.O.  Box  92248, 
Los  Angeles,  California  90009. 
Or  drop  by.  But  please, 
remember  the  heat  America 
loses.  And  on  your  way  out, 
don't  forget  to  close  the  door. 

mcarreyt|  The  Garrett  Corporation  fir. 
\^  jfev     J  One  of  The  Signal  Companies  L^J 


Garrett 

The  aerospace  company  with  its  feet  on  the  ground. 


Run  cyclical  businesses  as  profitably  as  you 
can,  says  Harper  of  ConAgra,  and  the 
downswings  wont  matter 


Chickens  don't 
climb  stairs 


You  look  inside  must  food  compa- 
nies with  stair-step  earnings  and 
you'll  find  silly  moves  that  compro- 
mised the  future  to  achieve  short-term 
results,"  says  President  and  CEO  Charles 
M.  (Mike)  Harper  of  Omaha's  ConAgra. 

Big  6-foot-6  Mike  Harper  can  afford  to 
talk  like  that  about  the  competition.  For 
the  past  three  fiscal  years  his  $843  mil- 
lion (sales)  diversified  flour  company  has 
turned  in  an  average  return  on  equity  of 
24.3% — passing  every  other  major  food 
company  in  the  country  in  profitability 
except  Kellogg. 

What  makes  that  track  record  particu- 


larly satisfying  to  Harper  is  the  memory 
of  1974,  when  his  20-year  career  at  Pills- 
bury  came  to  an  end.  Earlier,  Pillsbury 
Chairman  William  Spoor  had  decided  to 
seek  stair-step  earnings  (the  current 
buzzword  for  earnings  that  increase  ev- 
ery year).  There  was  Harper,  then  head  of 
Pillsbury's  fresh  poultry  division,  riding 
the  dizzying  three-year  boom-and-bust 
cycle  that  has  always  cursed  chicken 
men.  Obviously  Bill  Spoor  didn't  want 
those  volatile  chickens  upsetting  Pills- 
bury's stately  progress  up  those  stairs.  So 
Harper  sold  off  his  chicken  business  to 
Imperial  Group  Ltd.  for  $20  million. 


ConAgra  President  Charles  M.  Harper 

"Security  analysts  a  rent  going  to  determine  the  strategy  of  our  company." 


Spoor  told  Harper  that  Pillsbury  wo 
be  happy  to  get  another  business  for 
to  run.  But  Harper  wanted  his  own  sh 
Word  travels  fast  in  the  chicken  and  f 
trade.  Robert  Daugherty,  then  a  dire< 
and  now  chairman,  told  him  ailing  C 
Agra  was  looking  for  fresh  leaders 
Harper  jumped  at  it. 

Known  for  most  of  its  61  years  asp 
old  Nebraska  Consolidated  Mills, 
Agra  had  J.  Allan  Mactier  at  the  hi 
back  in  1974.  An  entrepreneur  who 
successfully  launched  the  Duncan  Hi 
brand  in  the  face  of  far  larger 
Crocker,  he  then  sold  it  for  $5  millioj 
Procter  &  Gamble  in  1956.  That  ma 
allowed  Mactier  to  take  the  comp 
into  new  fields  like  fresh  poultry 
eggs  and  catfish  farming  (a  southern  c 
nary  favorite).  But  in  fiscal  1974  C] 
Agra  plunged  $1 1.9  million  into  the 
because  of  three  avoidable  mista] 
continuing  production  of  flour  in  Pu< 
Rico  even  though  end-product  price  d 
trols  assured  a  loss  on  every  sale;  invl 
ment  in  marginal  businesses  with  li 
potential  like  animal  feed  and  turkl 
and,  worst  of  all,  massive  speculat 
chiefly  in  soybeans,  in  that  year's  wi 
fluctuating  markets.  The  losses  knoc 
ConAgra 's  equity  base  down  to  & 
million,  while  soaring  grain  prices  a 
debt  up  to  $136  million.  Mactier  resig 
under  pressure,  making  his  number 
man,  Claude  Carter,  president.  Ha 
came  in  as  executive  vice  presid 
Within  a  year,  Harper  became  presidi 

"The  first  challenge  was  survivj 
Harper  recalls.  As  Dr.  Johnson  oncq 
marked  to  Boswell,  "When  a  man  is  t 
hanged  ...  it  concentrates  his  n) 
wonderfully."  Harper  moved  almost 
stinctively  to  save  cash.  Grain  eleva 
didn't  have  to  be  filled  to  the  brin 
keep  operations  running  at  100%  of 
pacity.  Buildings  and  parcels  of  land 
were  not  absolutely  essential  were  a 
and  a  promising  grocery  distribu 
business  also  had  to  go.  Altogether  sn 
25  different  assets  were  trimmed  ol 
reduce  total  debt  by  $35  million.  Sop 
ticated  financial  controls  were  instai 
The  line  was  drawn  between  prudent 
necessary  hedging  in  the  grain  mar. 
and  reckless  speculation.  Within  moi 
survival  was  certain. 

All  the  while  Harper  was  collec 
Pillsbury  alumni  to  staff  his  market 
personnel  and  public  relations  dej 
ments,  and  adding  a  General  Mills  i 
for  long-range  planning.  Soon  a  fairly 
vious  consensus  emerged  on  strat 
First,  grain  supplies  worldwide  w« 
probably  not  be  able  to  keep  up 
demand,  which  would  mean  increa 
food  prices.  Second,  energy  would 
tirrue  to  be  in  short  supply.  Third,  ii 
tion  would  continue  at  a  high  rate; 
though  from  time  to  time  it  might  t 
porarily  fall  below  double  dij 
Financially  that  meant  minimum  > 
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America's  chemical  industry 
looking  for  increased  uptime* 
And  Crouse-Hinds  is  there* 


You  may  be  surprised  to  find  Crouse-Hinds 
playing  a  vital  role  in  America's  chemical 
industry. 

But  Crouse-Hinds  is  involved  in  many 
industries  where  the  safe,  efficient  distribution 
of  electricity  improves  productivity  through 
increased  uptime. 

For  example, 
in  petrochemical 
plants  the  short 
operating  life  of 
electrical  controls 
was  a  major  prob- 
lem. Corrosion  was 
the  culprit.  The 
harsh  environments 
of  petrochemical 
plants  often  cor- 
roded electrical  Before  introducing  corrosion- 
COntrolS  OUt  Of     resistant  enclosures,  we  developed 
service  in  a  very  a  new  material:  Krydon"  polyester. 

short  time.  That 

meant  increased  downtime,  an  unnecessary 
loss  of  production  and  constantly  recurring 
expenditures  for  new  controls.  That's  why 
we  developed  our  Krydon®  polyester,  a  com- 
pletely new  material,  virtually  impervious  to 
most  corrosives.  Now  wherever  corrosion 
is  a  factor,  our  Krydon  polyester  enclosures 
help  keep  uptime  up  and  downtime  down  by 
keeping  electrical  controls  safely  enclosed. 

The  chemical  industry  is  only  one  industry 
in  which  Crouse-Hinds  products  are  helping 
to  improve  productivity  through  increased 
uptime.  Our  Krydon  enclosures  are  only  one 
of  our  thousands  of  products  that  help  make 
the  distribution  and  utilization  of  electricity 
safer  and  more  reliable.  And  like  Krydon 
polyester,  each  Crouse-Hinds  product  plays 
an  important  part  in  reducing  downtime  and 
increasing  productivity. 

American  industry  wants  to  increase 
productivity.  And  Crouse-Hinds  is  helping 
with  some  electrifying  new  ideas. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company, 
P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 

CROUSE-HINDS 


Our  business 

is  electrifying  ideas. 


Somepeo 

;/■  Bank  of  .4 
only  goes  full  steam  on 
gas  and  oil  exploration. 


Truth  is,  we're  also 
helping  America  tap  all  kinds 
of  alternative  energy  sources 
from  solar  to  geothermal. 


It's  true  that  Bank  of  America  is  deeply 
involved  with  financing  petroleum  and 
natural  gas  production.  After  all,  we  are  o 
of  the  world's  leading  banks. 


But  we're  also  committed  to  developin  ^ 


alternative  energy  sources.  Our  project 
financing  experts  are  putting  together 
financing  for  a  wide  variety  of  projects. 

For  example,  as  one  of  the  leading 
lenders  in  financing  geothermal  energy, 
we  have  already  committed  nearly  $60 
million  to  develop  natural  hot  water  well: 
in  California's  Imperial  Valley. 
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:  I  ^nd  in  solar  energy,  we've  been  in  the 
id  {  efront  of  residential  systems  financing 
re  I  years. 

Today,  Bank  of  America  has  developed 
'.  ationwide  energy  team  with  expertise 
it  goes  beyond  conventional  banking, 
addition  to  financial  experts,  we  can 
ts.  jo  call  on  our  own  technical  experts, 
:h  as  mining,  process  and  petroleum 
Sneers. 

Shale  oil,  coal  gasification,  gasohol, 
id  power. .  .whatever  field  you're  in,  just 
e  us  a  call. 


When  it  comes  to  energy  financing,  we 
are  really  steamed  up. 

Bank  of  Americas  Energy  Group  is 
stationed  strategical!];  throughout  the 
United  States.  For  information  on  how  we 
can  serve  you,  contact  Al  Grove,  Group 
Vice  President,  Energy  North  America 
(713)  651-4891  or  Dick  Manderbach, 
Senior  Vice  President  Energy  Worldwide 
(213)  683-3448. 


BANKof  AMERICA 


Think  what  we  can  do  for  you. 


end  short-term  debt  for  ConAgra  and  no 
more  than  40%  of  capital  in  long-term 
debt  except  for  60%  debt  leverage  in  the 
fast-food  business. 

Harper  set  the  corporate  mission:  to  be 
the  most  profitable  major  food  company 
in  the  country  with  a  return  on  equity 
that  averaged  out  over  20%,  even  if  it 
meant  suffering  an  occasional  earnings 
decline.  "Security  analysts  are  not  going 
to  determine  the  strategy  of  this  com- 
pany!" he  says  in  his  deep  voice. 


The  immediate  crisis  over,  Harper 
took  a  close  look  at  the  cards  in  his  hand. 
Flour  milling?  A  nice  steady  business 
eversince  General  Mills  had  closed  down 
half  of  its  capacity  in  1965.  Poultry? 
Volatile  as  could  be,  but  capable  of  an 
average  return  of  better  than  20%  on 
equity  over  time  even  though  ConAgra 
lost  money  in  broilers  last  year. 

In  1975  Harper  began  shopping  around 
for  acquisitions  in  the  food  industry's 
bargain  basement,  commodity  food  pro- 


ducers. Trading  on  the  experience  of 
old  ConAgra  executive,  Harper  plunj 
into  grain  distribution  and  built  it  int 
400-million-bushel  business.  Count: 
on  U.S.  agricultural  growth,  he  bouj 
his  way  into  agricultural  chemical  disi 
bution  for  $14  million.  Last  year  agria 
tural  products  accounted  for  27%  of  sa 
and  $18.1  million  in  operating  profit.  / 

That  still  leaves  plenty  of  problems 
in  the  air,  as  Harper  is  the  first  to  adm  - 
ConAgra's  fresh  egg  business  keeps 
ing  from  red  ink  to  black  ink  and  hi 
again,  in  part  because  the  business  is 
easy  to  enter.  The  company's  pet  foa 
including  its  Bow  Wow,  and  accessor 
line  may  be  too  small  to  survive,  Harj 
goes  on.  But  it  was  very  cheap.  He  ho 
almost  no  advertising  combined  w 
very  low  prices  will  produce  a  winr 
Another  question  mark  is  the  Mcxic 
style  fast-food  restaurants  which,  aftc 
spectacular  start,  have  run  into  stiff  cc 
petition  from  W.R.  Grace's  Del  Taco 
its  main  Dallas-Ft.  Worth  market  £ 
slumping  demand  in  Detroit  because 
sharply  higher  unemployment  the 
One  bright  spot  is  catfish  farming,  wh 
had  been  in  the  red  for  five  years,  i 
one  year,  during  a  flood,  quite  liters 
just  swam  away.  But  a  new  mana 
brought  it  solidly  into  the  black  by  i 
proving  production  techniques  and  rr 
keting  to  restaurants.  Now  Harper 
high  hopes  for  a  shrimp-farming  bi 
ness  as  well,  competitive  as  that  is 
coming  with  giants  such  as  Ralston  F 
ina  and  General  Mills  in  it. 

But  Mike  Harper  is  thinking  biggen 
the  time.  Last  year  he  just  missed  acqi 
ing  boxed-beef  packer  MBPXL  (sa 
then  almost  $1  billion).  Harper  still  a 
Cargill,  Inc.  stole  it  away  with  a  c 
offer  after  he'd  shaken  hands  on  the  c 
with  MBPXL  management.  He's  prt 
ing  three  lawsuits  against  Cargill  ; 
some  MBPXL  directors.  Now  Harpe 
hotly  pursuing  RCA's  $375  mill 
(sales)  Banquet  Foods,  whose  inexp 
sive  prepared  dinners  he  sees  as  a  nati 
end-market  for  ConAgra  poultry.  Bui 
fierce  has  been  the  haggling  over  pi 
that  there's  a  real  question  whether  b 
per  can  pull  off  the  deal. 

Can  Mike  Harper  build  ConAgra  i 
one  of  the  country's  premier  food  con-: 
nies  on  the  simple  premise  of  sim 
trying  to  maximize  return  on  equit> 
inherently  cyclical  businesses,  insteai 
trying  to  manage  them  into  a  ste 
progress  for  Wall  Street? 

At  53,  Harper  would  be  the  first 
concede  that  he's  bound  to  make  sc 
mistakes  in  coming  years — especially 
the  scale  of  his  would-be  acquisiti 
increases.  For  the  fiscal  year  ending  rj 
May  31,  ConAgra's  revenues  will  exc 
$1  billion  and  earnings  per  share  will  1 
record-breaking  $5  or  more.  After 
first  five  years,  the  verdict  has  to  be 
far,  so  good.  ■ 


FORBES,  DECEMBER  8, 


A  PIPELINE  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


As  the  age  of  inexpensive  gas 
and  oil  has  drawn  to  a  close, 
Americas  energy  needs  are  com- 
plicated by  one  great  factor. 

Distance. 

Thats  why  MAPCO  is  extending 
its  pipeline  to  7,8 1 6  miles  and  has 


expanded  into  many  different  kinds 
of  energy  in  many  different  regions. 

While  we're  connecting  suppliers 
in  the  Southwest  to  customers 
throughout  the  Midwest  by  a 
pipeline,  we're  also  mining  coal  for 
utilities  in  the  East. 

¥  MAPCO 

BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 


Because  each  region  has  its 
resources,  and  each  customer  has 
his  needs. 

We  think  the  energy  of  the 
future  will  include  new  kinds  of  en- 
ergy, some  the  result  of  our  most 
important  one... 
Imagination. 


MAPCO  INC.  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 


It  takes  a  microscope  to  best  see  our  cost 
saver — a  thin  adhesive  coat  on  Bondeze  !<-M  mag- 
net wire  that  bonds  the  wire  turns  together  in  elec- 
tric motor  windings.  But  the  savings  it  offers  users 
are  anything  but  microscopic. 

With  bondable  magnet  wire,  motor  manufac- 
turers can  eliminate  tying,  varnishing,  baking,  and 
cleaning  processes — for  major  savings  in  equip- 
ment, energy  and  labor  costs.  Or  totally  automate 
from  winding  through  testing,  for  even  greater 
savings. 


Yet,  magnet  wire  is  only  one  example  of  how 
Phelps  Dodge  has  helped  to  bring  costs  down. 
Savings-minded  manufacturers  also  look  to! 
Phelps  Dodge  for  Higher-Performance  Power 
Cable.  Rugged  industrial  valves.  Bronze  castings. 
And  custom  copper  shapes. 

All  in  all,  each  year,  we  transform  about  a  bil- 
lion pounds  of  copper  into  modern,  useful  prod- 
ucts for  every  industry.  That's  because  people 
who  depend  on  copper  depend  on  us.  Phelps 
Dodge — the  time-tested  name  in  copper. 


The  firm  bond  that  can  be  obtained  between  motor  windings  using  Bondeze-M  magnet  wire  is  shown  highly  magnified  on  a  TV  screen. 


300  Park  Avenue.  New  York.  New  York  10022  I 


phmlps 


The  copper  people  from 
Phelps  Dodge 


Sunkist  picked  Nixdorf. 


As  one  of  America's  leading  citrus  marketers, 
Sunkist  Growers,  Inc.  knows  the  importance  of 
being  selective.  When  it  came  to  picking  com- 
puters for  data  entry,  Sunkist  picked  Nixdorf. 

Why  Nixdorf?  Because  of  our  unique 
user-oriented  commitment  to  simplicity  that 
results  in  the  smoothest,  most  productive 
man/machine  interface  in  the  industry. 

User-orientation.  It  was  our  philosophy 
more  than  a  quarter  of  a  century  ago  when 
we  pioneered  the  workstation  computer. 


And  it's  our  philosophy  today. 

In  the  design  and  production  of  complete 
systems  for  either  stand-alone  or  distributed 
data  processing  and  word  processing  applica- 
tions, Nixdorf  is  dedicated  to  one  simple  idea: 
People  who  use  computers  should  have 
computers  they  can  use.  Maybe  that's  why 
Sunkist  and  so  many  other  major  companies 
pick  Nixdorf. 

Nixdorf  Computer  Corporation,  168 
Middlesex  Turnpike,  Burlington,  MA  01803. 


NIXDORF 


COMPUTER 


you  missed  silver  at  $4  an  ounce,  gold  at  $350  and  D-flawless 
unonds  at  $7,500  a  carat,  how  about  colored  stones?  Ifs  the  hottest 
w  game  in  town,  a  game  where  prices  and  stones  often  aren't  what 
W  seem  to  be  and  where  even  expert  players  get  taken. 


A  tsavorite  for  your 
Christmas  list? 


By  Paul  Gibson 


HE    STEAMING  JUn- 

gles  of  Thailand. 
Dawn  is  breaking. 

Nassi,  Iranian-born, 
an-educated  and  inter- 
jnally  known  ruby  ex- 
is   in  T-shirt  and 

contemplating  three 

crystals  in  the  rough. 

seller  claims  they 
been  smuggled 
ss  the  border  from 
ia,  a  country  famed 
the  source  of  the 
d's  finest  rubies  but 

d  to  outsiders  by  its 

list  rulers.  This  is 
erous  territory, 
re  armed  bandits 
:  hesitate  to  shoot, 
iedly  Nassi  buys  the 
ss,  returns  to  Bang- 
ind  there  resells  them 

dealer  from  London 

fast  25%  profit.  Both 

are  happy  with  their 

work. 

i  least  they  were  until  a  while  later 

h  Nassi  received  a  message  that  the 
*glers  have  a  fourth  stone  they  want 
to  buy.  "That  was  when  they  made 

:  big  mistake,"  Nassi  recalls.  There  was 
:thing  odd  about  that  fourth  piece.  It 
a  crystal  growing  out  from  another 
al  Puzzled  and  worried,  Nassi  stalled, 
rning  again  to  Bangkok  he  spent  a  cou- 
:>f  hundred  dollars  on  long-distance 
e  calls  to  the  New  York  offices  of  the 

nological  Institute  of  America  whose  di- 

i  >r  confirmed  his  worst  suspicions. 

I  ssi  hadn't  been  buying  Burmese  rubies 
<.ashan  rubies,  synthetic  stones  made 
all  places,  Texas. 

' ny  would  anyone  bother  to  cart  a  hunk 
nthetic  ruby  crystal  from  a  laboratory 

ue  U.S.  out  to  the  wilds  of  the  Thai- 
la  border?  Synthetic  ruby  can  be  manu- 
red for  under  $100  a  carat.  Good  natu- 


Intemational  gem  dealer  Abe  Nassi 

How  do  you  pick  a  ruby?  "It's  like  an  animal  knows  when  it's  time 
to  kill,"  says  Nassi.  "The  right  stone  just  talks  to  me." 


Ruby 

Investment  size:  1  carat 
Rarity  (1-10  scale;  10,  rarest):  10 
Hardness  (1-10  scale):  9 
Color:  Red 

Major  sources:  Thailand.  Burma 


Price  per  carat  ($  thousands) 


King  of  precious  stones.  Rarer 
Burmese  rubies  go  for  30%-to-50% 
higher  prices  than  quoted — if  you 
can  get  them 

Forbes  estimate  of  wholesale  price  of  high-quality; 
investment-size  stones,  based  on  data  supplied  by  major 
U.S.  pern  dealers 


ral  ruby  can  be  worth  hun- 
dreds of  thousands  of  dol- 
lars. On  that  particular 
deal  Nassi  would  have 
been  out  of  pocket  by 
about  $210,000  if  he 
hadn't  been  smart  enough 
to  suspect  a  fake. 

Remember  all  this  be- 
fore you  buy  a  precious 
colored  gemstone  when 
you're  traveling  the  world 
on  business.  Says  Paul 
Desautels,  curator  of  gems 
and  minerals  at  the 
Smithsonian  Institution 
in  Washington:  "If  you're 
a  tourist  walking  off  the 
streets  in  the  Far  East, 
you're  likely  to  be  offered 
not  a  ruby  but  a  stone 
made  from  the  red  rear 
light  of  an  automobile." 
Only  a  gemologist  would 
know  the  difference. 

Or  how  about  investing 
in  one  of  those  precious 
stone  schemes  that  arrive 
almost  daily  in  the  mail? 
You  know  the  type.  "Get  3  carats  of  emer- 
alds, rubies  and  sapphires  for  only  $10.  But 
hurry.  Stocks  for  this  insider's  opportunity 
are  limited."  Oh,  those  stones  are  genuine 
all  right,  says  Matthew  Opperman  Jr.  of 
New  York's  Better  Business  Bureau  mail- 
order department.  The  catch  is,  the  hustlers 
probably  are  buying  those  emerald  chips  at 
about  45  cents  a  carat  and  selling  them  at  a 
healthy  640%  profit.  Says  Opperman,  "Our 
guess  is  they  may  be  bringing  in  more  than 
$1  million  a  week  from  those  $5  and  $10 
offers."  What  was  it  that  Job  said  in  the 
Bible  about  wisdom  being  rarer  than  rubies? 

Welcome  to  the  wonderfully  arcane  world 
of  colored  gemstones.  A  world  where  wise 
investors  have  made  fortunes  by  buying  rare 
stones,  but  where  prices  are  grossly  inflated 
and  where  all  but  the  most  skilled  gemolo- 
gists  can  be  fooled.  It's  a  world  where  deal- 
ers and  retailers  alike  will  pass  off  citrine 
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quartz  as  imperial  topaz  or  tourmaline  as 
tsavorite.  Sometimes  they  act  through 
ignorance.  Sometimes  through  greed. 
About  $220  million  worth  of  loose  col- 
ored stones  were  imported  into  the  U.S. 
in  1979.  That's  not  especially  big  money 
in  an  economy  as  rich  as  ours,  but  with 
prices  rising,  the  temptation  to  cheat  is 
getting  stronger  all  the  time. 

Emeralds  have  been  filled  with  oil  to 
hide  flaws  since  Cleopa- 
tra's time.  For  almost 
three  centuries  the  British 
royal  family  mistakenly 
believed  it  owned  one  of 
the  world's  largest  and  fin- 
est rubies.  The  170-carat 
deep  red  stone  was  given 
by  the  king  of  Castile  to 
England's  Black  Prince  in 
1367  for  war  services  ren- 
dered. But  only  when  a 
thorough  inventory  of  the 
crown  jewels  was  taken 
did  a  sharp-eyed  jeweler 
spot  that  the  "ruby"  was  a 
spinel. 

For  most  Americans  interest  in  col- 
ored stones  is  recent.  Here  precious  gems 
were  largely  synonymous  with  dia- 
monds, thanks  in  large  part  to  the  bril- 
liant marketing  promotions  by  De  Beers. 
Every  teenage  girl  knows  a  diamond  is 
her  best  friend,  but  few  realize  a  ruby  of 
comparable  quality  may  be  50  times  as 
rare.  Just  why  or  when  interest  began  to 
warm  up  isn't  clear.  It  probably  had 
something  to  do  with  the  psychedelic 
Sixties  and  Seventies  when  color  swept 
into  everybody's  lives  and 
it  became  as  fashionably 
chic  to  wear  gems  with 
jeans  as  it  is  to  stud  them 
into  cowboy  belts. 

In  1972  Enid  Haupt,  one 
of  the  famed  seven  An- 
nenberg  sisters,  made 
headlines  by  selling  for 
$385,000  an  emerald  she 
had  bought  only  four  years 
earlier  for  $265,000.  By 
1975  the  market  was 
starting  to  glow  when 
lawyers  for  the  late  Geral- 
dine  Rockefeller  Dodge 
auctioned  nine  of  her  ru- 
bies for  an  impressive 
$690,000.  But  that  was  nothing  com- 
pared with  what  happened  at  an  auction 
by  Christie's  in  Geneva  just  a  year  ago. 

On  the  block  was  a  beautiful  pigeon's 
blood  Burmese  ruby  weighing  4.12  car- 
ats. As  the  price  approached  $148,000 
the  professional  dealers  dropped  out. 
That  was  when  the  bidding  really  began. 

In  the  space  of  scarely  90  seconds  two 
women — neither  a  professional  dealer 
heir  names  unknown  to  the  awed 
crowd — swept  the  price  for  the  tiny 
above  $200,000  and  then  doubled 


Emerald 

Investment  size:  1  carat 
Rarity  (1-10  scale;  10,  rarest):  9 
Hardness  (1-10  scale):  8 
Color:  Green 

Major  sources:  Colombia,  Africa. 
Brazil 

Price  per  carat  (S^housands) 
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Only  top  quality  can  be  considered 
for  investment.  O  mtinui  ms  supph 
of  lower-grade  stones 


More  br  illiant  than  emeralds, 
new  to  the  market  and  much 
underpriced.  Expected  to  grow 
in  popularity  in  the  1980s 


it  to  over  $400,000.  When  the  bidding 
finally  ceased  the  victor  had  offered  an 
incredible  per-carat  price  of  $100,639 — 
easily  3  times  more  per  carat  than  any- 
one had  ever  publicly  paid  for  a  ruby. 

That  Geneva  auction  as  it  turned  out 
was  a  harbinger  of  things  to  come. 

"Sapphires  have  gone  up  in  price  al- 
most every  day  this  year,"  says  Joseph 
Kalman,  a  gem  buyer  for  Zale  Corp.,  one 
of  the  country's  largest 
jewelry  chains.  At  Harry 
Winston,  Inc.,  the  New 
York-based  jeweler,  fine 
gem  prices  in  the  past  18 
months  have  climbed 
anywhere  from  30%  for 
emeralds  to  100%  or  more 
for  rubies  and  sapphires. 
Says  Senior  Vice  President 
Armand  Carnevale,  "Peo- 
ple want  the  finest,  and 
they  will  pay  any  amount 
to  have  it." 

That  much  was  obvious 
in  mid-November  when 
the  dealers  again  returned 
to  Geneva,  this  time  to  the  ornate  Hotel 
des  Bergues  for  a  sale  of  what  Sotheby 
Parke  Bemet  Inc.  rightly  termed  magnif- 
icent jewelry.  Their  bidding  for  colored 
gem  pieces  was,  if  anything,  more  fren- 
zied than  before.  For  example,  an  emer- 
ald necklace  went  for  almost  $1  million, 
while  an  even  finer  ruby  necklace 
fetched  $2.6  million.  In  barely  1 1  hours 
Sotheby  auctioneers  hammered  down 
some  860  lots  of  rings,  bracelets  and 
brooches  for  almost  $30.1  million,  dou- 
ble the  previous  auction 
record.  "We  said  it  would 
be  the  most  important 
jewelry  auction  ever,  and 
it  was,"  enthused  Sotheby 
Deputy  Chairman  Gra- 
ham D.  Llewellyn. 

It  is  not  only  colored 
gems  for  the  superwealthy 
that  are  setting  record 
prices.  According  to  Pre- 
cioustones  Newsletter,  one 
of  several  trade  publica- 
tions that  have  sprung  up 
to  track  these  things, 
prices  have  almost  dou- 
bled in  the  past  two  years 
for  such  lesser-known,  but 
exotically  beautiful,  gems  as  blue  tanzan- 
ite,  green  peridot  and  red  tourmaline. 
The  latter,  mined  in  Maine  and  southern 
California,  is  being  enthusiastically  pro- 
moted as  the  national  gemstone.  At  $500 
a  carat,  red  spinel  from  Thailand  is  up 
about  70%  in  price  while  tsavorite,  a 
luscious  green  gem  from  Tanzania,  is 
regularly  quoted  at  prices  20%  higher 
than  a  year  ago. 

Never  heard  of  tsavorite?  Most  people 
haven't,  but  knowledgeable  gemologists 
say  tsavorite  makes  an  excellent  low- 


Tsavorite 

Investment  size:  2  carat 
Rarity  (1-10  scale;  10,  rarest):  < 
Hardness  (1-10  scale):  7 
Color:  Green 

Major  sources:  Tanzania,  Kenya 


Price  per  carat  ($  hundreds) 


cost  alternative  to  the  better-knowi 
erald.  At  around  $1,000  a  carat  w 
sale,  tsavorite  often  sells  for  less 
one-fifth  the  cost  of  a  comparable  q 
aid,  yet  glows  with  a  fiery,  intense  g 
Gem  lovers  aren't  alone  in  sei 
that  in  beauty  there  also  can  be  n 
Since  March  a  mutual  fund  license 
the  Cayman  islands  has  been  invej 
in  gems  rather  than  stocks.  Sel 
banks,  including  Denver's  Lincoln  | 
and  Minneapolis'  Marquette  Natii 
act  as  trustees  for  self-directed  pel 
funds  with  assets  in  gems.  Some  80 
"gem  houses"  are  now  said  to  be  oj 
colored-stone  investment  progra 
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I  through  financial  planners  or  direct- 
,}'  the  public.  Among  the  largest  is 
l<;tment  Rarities  Inc.,  which  set  up 
ijilored- stone  division  in  Minneapolis 
il  16  months  ago.  It  boasts  it  will  sell 
rjirds  of  $15  million  worth  of  colored 
ps  this  year  to  investors  and  keeps 
jj  lephonists  on  hand  to  answer  calls 
(i  rated  by  advertisements  placed  in 
Jj:  newspapers  as  the  Los  Angeles 
5j  and  the  Wfl//  Street  Journal . 
lis  type  of  marketing  typically  is 
id  at  wealthy  doctors  and  dentists 
led  primarily  in  small  midwestern 
Liouthern  towns.  It  plays  upon  their 
I  about  the  worth  of  paper  currencies 


and  more  traditional  investments.  It  is 
augmented  by  scare-tactic  newsletters 
that  prophesize  the  current  12%  infla- 
tion may  be  replaced  by  triple-digit  rath- 
er than  single-digit  inflation  rates. 

It  can  hardly  be  a  coincidence  that 
attention  to  colored  stones  is  rising  just 
when  the  boom  in  diamonds  appears  to 
have  peaked.  Gem  dealers,  who  in 
March  demanded  and  got  $62,000  for  a 
1 -carat,  D-flawless  diamond  (the  best 
there  is),  now  reluctantly  accept  a  price 
of  $50,000  or  less.  These  same  dealers 
who  only  a  few  months  ago  pushed 
diamonds  as  the  greatest  investment 
vehicle  around  are  now  assiduously  talk- 


ing up  the  merits  of  colored  gems. 

One  dealer,  Jack  Abraham  of  New 
York's  Precious  Gem  Resources,  even 
suggests  diamonds  now  should  be  seen  as 
similar  to  bonds,  offering  safety  and  se- 
curity, while  he  likens  colored  stones  "to 
aggressive  stocks  with  potential  for  up- 
ward price  explosion."  Watch  your  wal- 
lets, folks! 

"A  market  is  being  made  and  the  froth 
is  being  whipped  up,"  laments  Arnold 
Pritcher  of  New  York's  International 
Gem  Corp.,  which  sticks  to  its  tradition- 
al role  of  supplying  gems  for  adornment 
rather  than  bank  vaults.  "What's  going 
to  happen  to  these  investors  and  particu- 


Treasure  Troves 


Colored  gemstones  can  be  found  in  most  parts  of  the  world.  Yet  mines 
separated  by  even  a  few  miles  can  yield  stones  that  differ  markedly  in 
quality.  These  days  local  politics,  almost  as  much  as  nature,  deter- 
mines which  stones  are  mined  and  how  many  reach  the  market. 


Emerald 
Alexandrite 


Peridot 
Ruby 
Sapphire 
Spinel 


Emerald 

-Cat's-eye  Chrysoberyl 


Amethyst 

Emerald 
Topaz 
Alexandrite 
Aquamarine 


Amethyst 


Tsavorite 
Tanzanite 


Amethyst 


-Tourmaline 


Alexandrite 

 Sapphire 

Cat's-eye  Chrysoberyl 
Spinel 


I   Sapphire 

 I  Emerald 

Opal  — ,       I  |  Sapphire 


-Emerald 


S,  DECEMBER  8,  1980 


123 


So  much  for 


larly  the  pension  funds 
when  they  try  to  unload 
their  gems  in  ten  years' 
time?"  asks  Maurice 
Shire,  a  major  importer  of 
emeralds  from  Central  Af- 
rica. His  point  is  that 
much  of  the  material  be- 
ing passed  around  as  gem 
quality  is,  in  his  words, 
just  garbage.  A  poor  stone 
bought  today  will  still  be  a 
poor  stone  in  1990  and 
probably  worth  little,  if 
anything,  more  than  it  is 
today.  Remember,  in  that 
decade  the  stone  will  not 
have  attracted  a  single 
cent  of  interest  income, 
keeping  ahead  of  inflation. 

Never  mind,  the  investment  promot- 
ers are  already  developing  a  new  twist: 
barter.  They  are  offering  stones  in  ex- 
change for  other  tangibles,  notably  land 
and  yachts,  to  sellers  seeking  to  avoid 
capital  gains  taxes.  For  example,  a  Geor- 
gia landowner  seeking  to  unload  his  ex- 
tensive property  in  the  South,  which  was 
conservatively  valued  at  $2.5  million  re- 
cently, was  offered  a  black  opal  appraised 
for  $4.5  million  in  exchange.  The  catch? 
The  opal  appraisal  probably  was  inflated 
fourfold,  a  common  occurrence.  While 
you  can  always  sell  land,  there's  no  guar- 
antee you  can  unload  black  opals  quickly, 
or  for  that  matter  any  other  gemstones. 
This  market  can  lack  liquidity. 

Indeed  the  biggest  problem  with  this 
business,  if  business  it  is,  is  getting  a  true 
fix  on  prices.  Ask  importer  Shire  about 
prices  and  he  replies,  "There  is  no  book. 
It's  all  in  the  dealer's  head."  Ask  eight 
dealers,  as  Forbes  did,  for  the  price  of  an 
investment-quality  stone  in  a  particular 
carat  weight  and  you  likely  will  get  eight 
different  replies.  For  instance,  wholesale 
prices  cited  for  an  investment-quality  2- 
carat  alexandrite  ranged  from  a  low  of 
$400  a  carat  to  over  $7,000  per  carat. 
Conclusion:  "Investment  quality" 
means  whatever  the  dealer  happens  to 
have  stocked  in  his  vault. 

Thus  the  prices  used  for  the  charts  in 
our  illustrations  shouldn't 
be  taken  as  gospel;  they 
are  simply  Forbes'  best 
estimates,  made  after 
hours  spent  questioning 
numerous  dealers.  Some 
may  be  out  of  line,  but  at 
least  they  do  point  out  the 
present,  if  not  the  future, 
trend  in  prices  for  particu- 
lar stones. 

Why  are  there  such  dif- 
ferences? What  you  must 
cpmember,  says  gem  mer- 
chant  Benjamin  Zucker, 
se  Precious  Stones 
Inc    in  New  York  deals 


Sapphire 

Investment  size:  3  iarat 
Rarity  (1-10  scale;  10,  rarest):  9 
Hardness  (1-10  scale):  9 
Colon  Blue 

Major  sources:  Thailand. 
Sri  Lanka.  Burma 
Price  per  carat  IS  thousands) 
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Traditionally  used  for  ecclesiastical 
rings.  Once  prized  for  medicinal 
powers  Room  for  price  gains.  Also 
look  for  colors  (notably  pink)  olher 
than  blue 


only  in  top-quality  goods, 
is  that  the  colored  stones 
market  is  fractured  and 
fragmented.  "It  isn't  like 
diamonds,  which, is  an  as- 
sembly-line business." 
The  diamond  trade  is 
tightly  controlled  all  the 
way  from  the  huge  mining 
operations  in  southern  Af- 
rica to  the  retail  counters 
in,  say,  Peoria,  111.  It  is 
controlled  by  the  De  Beers 
cartel.  Through  its  Cen- 
tral Selling  Organization 
in  London,  De  Beers  art- 
fully expands  or  contracts 
its  inventories  and  so  reg- 


ulates supplies  coming  into  the  market- 
place as  to  match  demand.  Not  surpris- 
ingly, diamond  prices  have  climbed  at  a 
steady,  often  predictable  rate  over  the 
years,  until  at  the  retail  level  diamonds 
are  now  almost  a  $12  billion  business. 
Moreover,  diamond  values  are  rarely  in 
dispute  among  reputable  dealers  thanks, 
in  large  part,  to  a  carefully 
structured  grading  and 
certificate  system  built  up 
over  the  past  35  years  by 
the  Gemological  Institute 
of  America. 

Now  consider  colored 
stones.  As  yet  there  is  no 
widely  recognized  grading 
system,  although  New 
York's  American  Gemolo- 
gical Laboratories  does  of- 
fer a  certification  pro- 
gram. Up  to  80%  of  a 
stone's  value  is  in  its  color 
with  the  remaining  value 
in  the  clarity  and  cut. 
How  is  color  judged?  Usu- 
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Black  Opal 

investment  size:  S  carat 
Rarity  (1-10  scale;  10,  rarest 
Hardness  (1-10  scale):  5 
Color:  Black 
Major  source:  Australia 


hou  sands) 


Cat's  eye  Chrysoberyl 

Investment  size:  2  carat 
Rarity  (1-10  scale;  10,  rarest):  8 
Hardness  (1-10  scale):  8Vi 
Color:  Honey  yellow 
Major  sources:  Brazil.  Sri  Lanka 


The  object  of  frenzied  buying  bv 
Japanese  two  years  ago.  Not  much 
upside  potential  left 


An  especially  risky  stone  because  it 
contains  w  ater  If  allowed  to  dry  out 
an  opal  will  craze"  and  lose  value 
Stones  with  more  red  flash 
command  higher  prices 

ally  the  greater  the  intensity  or  satura- 
tion of  color  and  the  closer  it  approaches 
a  pure  spectral  hue,  the  greater  the  value. 
Emerald,  for  instance,  should  be  pure 
green  with  a  minimum  of  yellow  or  blue. 
But  color  as  anyone  knows  is  in  the  eye 
of  the  beholder.  The  trade  has  an  adage: 
To  the  buyer  it  is  a  sapphire,  to  the  seller 
a  ruby.  Both  come  from  the  mineral  co- 
rundum, but  to  be  a  ruby  it 
must  be  red.  If  it  is  pink  it 
is  only  a  fancy  sapphire. 

There  are  by  definition 
some  90  different  stones 
classified  as  gems,  of 
which  only  about  20  cross 
the  counters  of  even  the 
largest  retailer  with  any 
frequency.  Colored  stones 
come  mostly  from  small- 
ish mines  often  no  bigger 
than  a  football  field.  Most 
mines  are  family-owned, 
independently  operated 
and,  unlike  the  big  dia- 
mond mines,  involve  little 


more  in  the  way  of  equipment  than  a 
spades  and  a  bucket. 

Although  gemstones  can  be  fount 
the  ground  almost  anywhere  (see  ma 
123),  the  better  mines,  as  if  by  s 
caprice  of  nature,  all  too  frequently 
located  in  remote,  inhospitable  terra 
politically  and  economically  unstl 
countries  such  as  Burma  and  Cambc 
Supply  is  a  sometime  thing. 

The  famed  emerald  mines  at  Muz 
Colombia  supposedly  are  under  gov 
ment  supervision.  Supposedly.  Actu 
it  is  the  esmeralderos ,  the  bands  of  en 
aid  smugglers,  who  control;  in  one  fai 
shootout  in  1973,  some  900  miners 
smugglers  were  killed. 

There's  no  cartel  here  guaranty 
stability  in  supplies  or  in  prices. 

Getting  nervous?  Pitfalls  aboi 
There's  the  story,  perhaps  apocry] 
but  illustrative  nonetheless,  of  the 
emerald  buyer  from  New  York  who 
make  it  to  the  Colombian  mines  and 
shown  stones  purporting  to  be  rough 
erald  in  pieces  of  matrix  (the  surroum 
rock).  It  is  said  $1  mill 
quickly  changed  ha 
On  analysis  back  in  P 
York,  however,  the  stc 
turned  out  to  be  gi 
plastic  convincingly 
bedded  in  rock  which 
been  ground  to  a  pow 
mixed  with  glue  and 
fully  reformed  around 
plastic.  Clever  fe 
those  esmeralderos. 

Wiser  dealers  say 
wait  until  the  stones 
rive  in  the  U.S.  The  pr 
may  even  be  cheaper 
the   light   will  play 
tricks.  Look  at  a  ruby 
der  a  blazing  sun  in  the  Far  East  an 
will  dazzle  your  eyes.  Viewed  under 
Angeles  smog,  the  same  stone  will  1 
dull.  When  they  must  travel,  certain  d 
ers  even  insist  on  examining  the  stc. 
in  the  bathroom,  where  there's  on 
single  bulb  and  where  they  feel  their  e 
cannot  be  tricked. 

Watch  out,  too,  for  fads.  For  years  I 
aquamarine  was  out  of  favor.  Then 
denly,  around  1970,  it  became  sometl! 
of  a  hot  rock.  Now  its  allure  appears  t 
fading.  Why?  Who  really  knows?  T 
there  was  the  rush  to  get  into  alexanc 
and  cat's-eye  chrysoberyl  with  the  J. 
nese  snapping  up  almost  every  ston 
sight.  Now  they  have  dropped  out  of 
market.  Out,  too,  of  course,  are  the  I 
ians,  traditionally  the  largest  erne 
buyers. 

How  about  blue  topaz?  It  has  been 
the  most  controversial  of  stones.  Its 
backer  is  the  Smithsonian's  Paul  De: 
tels,  who  went  on  NBC's  Today  shoi 
few  years  ago  to  praise  its  merits  whe 
was  selling  for  around  $16  a  carat;  ta 
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t  laims  it  sells  for  $60  to 
I  a  carat.  But  the  mar- 
nis  flooded  with  heat- 
ijted  blue  topaz,  which 
many  detractors. 
ds   wholesaler  Lewis 
n  of  New  York's  Wil- 
L.  Kuhn  Inc.,  "Blue 
iz  simply  isn't  an  in- 
ment  item.  You  can 
it  by  the  pound,  this 
f  is  so  plentiful." 
ones  as  a  tax  gim- 
k?  This  became  enor- 
lsly  popular  in  the  late 
Ds,  and  donations  to 
;eums      may  have 
mnted  to  almost  $100 
ion  annually  according  to  Jewelers' 
m  dar-Keystone ,    a   trade   book.  This 
[,s.  ich,  however,  the  Internal  Revenue 
'ice  blew  the  whistle  by  issuing  a 
:nue  ruling.  It  seeks  to  stop  donors 
ng  tax  deductions  on  the  basis  of 
aised  values  that  run  3  to  6  times  the 
s  actually  paid.  The  ruling  is  being 
lenged,  but  appraised  values  are  al- 
y  sinking  closer  to  market  prices, 
Desautels,  for  one,  says  donations  to 
or  museums  in  1980  likely  will  not 
$5  million, 
you  still  think  it  would  be  nice  to 
a  tsavorite  or  a  ruby  as  a  stocking 
P°lfer  for  Christmas?  Or  put  a  bag  away 
\  inflation  hedge?  How  is  the  inexpe- 
ced  amateur  to  safely  negotiate  his 
through  a  market  loaded  with  such 
ills?  There  are  probably  three  major 
es. 

far  the  simplest  and  surest  is  to 
a  top-class  retailer  and  ask  for  the 
finest  stones  at  a  price  you  can 
d.  Stay  with  the  stones  most  in  de- 
id.  Generally  that  means  a  ruby,  the 
\  of  gems,  or  a  sapphire,  which  most 
ers  agree  has  not  yet 
eciated  as  much  in 
e  as  other  stones.  For 
moment  avoid  emer- 
"There's  an  awful  lot 
the    market,"  says 
ilesaler  Kuhn. 
ey're  coming  out  of 
ca,     from  Zambia, 
l  Rhodesia.  From  Co- 
bia.    You    name  it. 
y're  being  cut  in  Israel 
he  thousands." 
nother  tip  from  Otto 
ngel,   respected  head 
York  operations 
Stern,  the  Brazilian 
lers       with  150 
ches  worldwide: 
ver  buy  an  investment 
e  that  cannot  be  put 
a  piece  of  jewelry." 
least  that  way  if  the 
om  falls  out  of  this 
ket   your   wife's  got 


Bine  Topaz 

Investment  size:  5  carat 
Rarity  (1-10  scale;  10,  rarest): 
Hardness  (1-10  scale):  8 
Color:  Blue 
Major  source:  Brazil 
Price  per  carat  (dollars) 


Heat-treated  and  controversial. 
Abundant  supplies  available.  Not  to 
be  confused  with  the  more  valuable 
(and  rarer)  imperial  topaz. 


something  to  wear.  One 
question  it  always  pays  to 
ask:  What's  the  seller's 
buy-back  policy?  The  very 
best  retailers  guarantee  to 
pay  roughly  your  purchase 
price  during  a  reasonable 
future  time  period,  pro- 
vided, of  course,  the  stone 
isn't  damaged.  Those  who 
will  not,  clearly,  do  not 
have  much  faith  that 
prices  for  gemstones  will 
keep  rising. 

The  second  route  will 
appeal  to  those  who  do 
not  have  several  thousand 
dollars  surplus.  It  is  to  fol- 
low the  advice  of  Paul  Desautels,  who  in 
24  years  with  the  Smithsonian  has  built 
what  is  indisputably  the  world's  finest 
and  broadest  collection  of  colored  gems 
through  donations,  exchanging  stones 
and  deal-making.  Take  up  colored  stones 
as  a  hobby,  he  says,  like  coins  or  stamp 
collecting.  Get  down  to  the  grass  roots. 
That  doesn't  mean  heading  off  to  the 
mines  but  to  the  dozens  of  gem  and 
mineral  shows  regularly  held  around  the 
country.  New  York's  usually  is  held 
around  Thanksgiving,  Detroit's  in  Octo- 
ber and  Washington's  in  May. 

If  you  have  time  for  only  one,  says 
Desautels,  make  it  Tucson  in  February. 
The  entire  town  is  taken  over  by  gem 
freaks.  Last  year  the  city  licensed  some 
1,200  dealers  to  display  their  wares  in 


'view 


Sotheby's  auction  in  I.os  Angeles 

The  scene  just  as  easily  could,  have  been  Geneva,  London  or  New 
York.  Demand  for  colored  gems  is  such  that  jewelry  auctions  now 
rival  art  in  attracting  millionaire  bidders. 


local  hotel  rooms,  and  that's  in  addition 
to  the  thousands  of  rock  hounds  who  set 
up  their  stalls  in  the  Convention  Center 
where  the  official  show  is  held.  "They 
sell  everything  from  lumps  of  concrete  to 
the  finest  rubies,"  says  Desautels,  "and 
people  in  the  trade  go  there  because  they 
can  find  stones  in  Tucson  they  cannot 
get  anywhere  else." 

This  is  one  place  where  overwhelming 
ignorance  need  not  be  a  total  handicap. 
The  true  gemologist  likes  nothing  better 
than  to  make  converts  and  will  happily 
spend  hours  explaining  the  merits  of  a 
particular  stone. 

The  third  approach  is  to  do  what 
Forbes  did.  On  a  recent  Saturday  morn- 
ing we  joined  Abe  Nassi  at  a  private 
viewing  prior  to  Sotheby's  auction  last 
month  in  Los  Angeles.  Nassi  had  come 
there  rather  than  to  Geneva  hoping  to 
find  bargains  while  most  of  his  competi- 
tors were  overseas.  But  this  morning, 
Nassi,  a  hulking  bear  of  a  man  with  a  full 
beard,  isn't  happy.  "Too  expensive. 
Nothing  here,"  he  grumbles  as  tray  after 
tray  of  glittering  gems  are  placed  in  front 
of  him.  Suddenly  his  eyes  light  up.  "I'll 
pay  whatever  it  takes  to  buy  this,"  he 
says.  What's  caught  his  eye?  An  especial- 
ly rare  ruby?  No,  a  moonstone  pendant 
brooch. 

Aren't  moonstones  kid's  stuff,  avail- 
able at  any  dealer's  office  by  the  bucket- 
ful for  a  few  cents  a  carat?  Ah,  but  the 
moonstone  Nassi  holds  is  a  delicate  blue 
and  carved  in  the  likeness  of  Queen  Eliz- 
abeth I  and  surrounded  by  tiny  diamonds 
and  demantoids.  The  demantoids  prob- 
ably came  from  Russia's  Ural  mountains. 
They  are  no  longer  mined  and  so  are 
extremely  rare  and  rival  emeralds  for 
their  intense  color. 

Two  days  later  at  the  auction  Nassi 
will  be  top  bidder,  paying  over  $230,000 
on  nine  lots  that  include  a 
huge  emerald  ring.  But 
you  can  tell  it's  the 
$13,200  he  spends  for  the 
moonstone  that  has  made 
his  trip  to  California 
worthwhile. 

Perhaps  colored  gem- 
stones  should  not  be  seen 
as  a  business  but  as  a  won- 
derful hobby  where  even 
dealers  like  Abe  Nassi,  a 
ruby  millionaire  at  35, 
cannot  help  themselves 
from  falling  under  the 
spell  of  the  gems  and  their 
radiant  hues.  Succumb  to 
that  if  you  like  but  not  to 
some  promoter's  "invest- 
ment" pitch  or  to  some 
scruffy  fellow  in  a  far-off 
land  who  offers  you  a  bar- 
gain that  is  probably  noth- 
ing more  than  just  an  age- 
old  scam.  ■ 
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The  mania  for  art  and  collectibles  is  pouring 
big  money  into  the  genteel  world  of  art  auc- 
tions, and  the  top  auctioneers  are  going  after 
it  with  hammer  and  tongs. 

Find  a  seller, 
find  a  buyer 


By  Rita  Reif 


With  the  1980-81  art  auction 
season  barely  three  months  old, 
the  two  largest  and  most  fam- 
ous of  the  major  auction  houses  already 
find  themselves  on  the  way  to  still  an- 
other record  year.-  Sotheby  Parke  Bernet, 
the  oldest,  which  traces  its  roots  back  to 
1744,  has  already  put  millions  of  dollars' 
worth  of  masterpieces,  collectibles  and 
million-dollar  baubles  on  the  block,  up 
33%  from  last  season.  Second-largest 
Christie's,  which  was  founded  in  Lon- 
don in  1766,  is  up  39%.  Headline  events 
like  the  sale  of  a  pair  of  diamond  earrings 
for  $6.6  million  at  a  Sotheby  auction  in 
Geneva,  Switzerland  last  month  obvi- 
ously helped,  but  the  momentum  has 
been  building  for  some  time. 
Last  season  was  a  record,  too; 
Sotheby's  North  American  sales 
in  1979-80  were  up  nearly  $100 
million,  to  $249  million,  and 
Christie's  U.S.  sales  more  than 
doubled,  from  $56  million  to 
$1 13  million. 

The  public  appetite  for  news 
of  multimillion-dollar  transac- 
tions seems  insatiable.  And 
some  remarkably  unremarkable 
people  are  making  the  news. 
Last  season  it  was  the  "woman 
in  white"  who  created  a  stir.  A 
middle-aged  woman,  who  had 
been  sitting  silently  among  the 
spectators  at  Sotheby's  in  New 
York  last  May  when  paintings 
from  the  estate  of  Walter  P. 
Chrysler's  daughter  were  auc- 
tioned, suddenly  started  bid- 
ding. When  it  was  done,  she  had 
bought  a  lush  Gauguin,  "Tahi- 
tian  Women  Under  the  Palms," 
for  $1.8  million.  Heads  turned. 
The  next  night  she  appeared,  in 
a  white  suit,  at  Christie's  over 
Park  Avenue,  where  the 
sam  of  Henry  Ford  H's  collec- 
on  was  on  the  block,  reported- 


ly to  pay  for  his  divorce  from  Christina. 
There  she  bought  a  Van  Gogh  for  $1.9 
million  and  another  Gauguin  for  $2.9 
million.  A  few  weeks  later,  she  sent  an 
art  dealer  to  Sotheby's  to  capture  an  ad- 
mirable Turner  ("Juliet  and  Her  Nurse") 
for  $6.4  million,  eclipsing  by  far  all  pre- 
vious art-auction  highs.  The  woman  in 
white  turned  out  to  be  one  Amalia  Le 
Croze,  the  blonde  widow  of  Alfredo  For- 
tabat,  an  Argentine  cement  tycoon.  She 
had  flown  up  on  her  private  Lear  jet  for 
the  occasion. 

Clearly  there's  a  growth  market  out 
there  to  compete  for,  and  the  plethora  of 
business  seems  only  to  have  sharpened 
the  century-old  rivalry  between  Sotheby 
Parke  Bernet  and  Christie's.  The  two  are 
adapting  the  methods  of  big  business  to 
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Auction  at  Christie's,  May  13,  1980 

Nowadays,  $2.9  million  is  worth  one  good  Gauguin 


go  after  the  ever-higher  tides  of  ser 
money  that  are  washing  into  their 
quiet  world.  Sotheby's  new  chief  o 
ing  officer,  for  example,  is  Frederic 
Scholtz,  formerly  managing  direct 
the  investment  banking  firm  of  Mo 
Stanley.  One  of  his  first  actions  j 
joining  the  company  in  July  1979  wa 
organize  it  into  ten  divisions  subdiv 
into  sections  and  departments,  usinj 
administrative  scheme  credited  I 
helping  Morgan  Stanley  expand  its  fc 
ness.  "We  are  going  through  a  peric 
very  rapid  growth,"  explains  Scholtz 
Developing  new  ways  to  increase  H 
ness  means  finding  experienced  pe 
from  the  financial  community  and! 
arts  to  establish  relationships  with 
tential  customers.  At  Christie's,  the! 
a  vice  president  who  came  from 
Trust  Co.,  where  as  a  loan  officer 
vice  president)  she  became  familiar  I 
where  the  big  estates  in  the  trust  dej 
ment  are  and  which  ones  are  coming 
Formerly,  the  auction  houses  sat  | 
and  waited  in  genteel  fashion  for  bu 
and  sellers  to  come  to  them.  Now,  Sf 
eby's  conducts  "advisory  seminar 
each  of  50  last  year  around  the  couj 
was  attended  by  more  than  100  ban! 
investment  advisers  and  collectors— 
the  house  has  nine  regional  offices. 

"We  are  automating  our  buyer  and 
er  records,"  says  Nancy  Tremaine, 
merly  a  marketing  director  at  Citiljl 
and  now  Sotheby's  vice  president  of  i 
keting  and  communications,  "so  wai 
keep  up  the  relationship  with  cliem 
Before,  buyers  and  sellers  were  not 
lowed  up  to  encourage  further  deali 
Now,  a  Sotheby's  newsh 
goes  to  70,000  people  mom 
its  catalogs  to  20,000.  "At 
moment,  though,"  says 
maine,  "we  talk  to  the  9 
little  circle  of  people  oven 
over,  and  that  must  chanj 
we  are  to  grow." 

Sotheby's  now  has  its 
real  estate  division,  which 
$80  million  worth  of  proper 
the  fiscal  year  ended  Auguil 
increases  exposure  and  brin; 
millions  of  dollars  of  art  pre) 
ty  for  auction  annually. 

Sotheby's  staff  are  regula 
Les  Pleiades,  a  tony  French 
taurant  on  East  76th  Street 
quented  by  the  Who's  Wh 
the  art  world.  Christie's,  on 
other  hand,  maintains  a 
time  chef  at  its  Park  Ave 
galleries  for  the  same  purr, 
so  Sotheby's  is  planning  to  c 
a  restaurant  next  fall  on  its 
premises  on  Manhattan's  U 
East  Side. 

Both  houses  have  taken 
staging  free  appraisal  ev 
around  the  country  to  ca~ 
new  properties.  Last  year 
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How  an  industrial  product 
from  Colt  Industries 
helps  give  this  earthmoving  giant 
its  small-car  mobility. 


WE'VE  MATCHED 
OUR  STRENGTHS  TO 
YOUR  NEEDS. 


Bankers  Trust  has  four  core  busi- 
nesses, now  in  place,  each  of  which 
reflects  one  of  the  four  principal 
requirements  of  corporate,  govern- 
mental or  institutional  financial  offi- 
cers. These  core  businesses  represent 
our  special  strengths.  They  are  whole- 
sale commercial  banking,  money  and 
securities  markets,  corporate  finance 
and  fiduciary. 

Wholesale  commercial  banking,  our 
major  business,  is  now  organized  into 
departments  that  match  the  markets 
on  which  we  concentrate:  World 
Corporate  serves  the  worldwide  needs 
of  both  U.S.  and  foreign  multinationals, 
as  well  as  certain  specialized  industries 
such  as  energy,  commodities,  shipping, 
and  airline  companies.  United  States 
focuses  on  large  and  middle  market 
domestic  corporations,  financial  insti- 
tutions and  government-related  busi- 
ness. International  concentrates  on 
foreign  governments  and  their  agen- 
cies, and  on  foreign  financial  institu- 
tions and  corporations. 

Our  new  structure  has  accomplished 
two  things.  It  allows  us  to  respond 
more  directly  and  more  selectively  to 
the  growing  needs  of  our  customers. 
And  it  has  placed  us  squarely  in  posi- 
tion to  help  our  customers  solve  the 
financial  problems  of  the  future.  Start- 
ing today.  flHH 

BankersTrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS, TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©BankersTrust  Company. 


Sotheby's  offering  a  Picasso  ("Saltimbanque  with  Anns  Crossed"),  May  12,  1980 
Picasso  nosed  out  Gauguin,  with  $3  million,  but  Turner  topped  them  all. 


eby's  held  35  "Heirloom  Discovery 
Days" — the  name  is  copyrighted — and 
Christie's  held  7  similar  events,  gaining 
more  publicity  and,  occasionally,  the  im- 
portant Tiffany  lamp  or  Ming  vase  that 
had  been  gathering  dust  in  someone's 
attic  for  decades. 

Many  of  the  toughest  battles  for  auc- 
tion business  are  fought  in  some  of  the 
poshest  settings,  or  on  the  golf  course,  by 
those  who  are  listed  (or  refuse  to  be)  in 
the  Social  Register.  The  staffs  at  both 
houses  include  large  numbers  of  the 
elite — relatives  of  wealthy  industrialists, 
investment  bankers,  big  retailers  or  ma- 
jor collectors,  artists  and  noted  profes- 
sionals. It  pays  off:  Christie's  landed  the 
Ford  collection  because  the  first  Mrs. 
Henry  Ford  II,  Anne  McDonnell  Johnson, 
is  a  West  Coast  representative  for  them; 
before,  Ford  family  art  and  antiques  had 
gone  routinely  to  Sotheby's. 

The  bigger  house  does  not  take  the 
blow  kindly.  "Christie's  would  have 
been  in  big  trouble  in  the  U.S.,"  snaps 
Sotheby's  North  American  President 
John  L.  Marion,  "if  Henry  Ford  hadn't 
walked  in."  Of  course,  Sotheby's  em- 
ploys Jane  Wyeth,  the  daughter-in-law  of 
Andrew  Wyeth.  Joan  Fleischmann  To- 
bin,  heiress  to  the  oleo  and  gin  fortune, 
heads  its  Washington  office. 

The  U.S.  confrontation  between  the 
two  houses  began  in  May  1977  when 
Christie's  opened  its  first  New  York  gal- 
5.  Christie's  introduced  the  "buyer's 
premium,"  a  10%  fee  paid  to  the  auction 
by  the  winning  bidders.  In  Lon- 
-hristie's  had  announced  the  pre- 
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mium  in  June  1975,  and  Sotheby's  had 
followed  three  days  later.  But  in  New 
York  Sotheby's  mounted  a  major  cam- 
paign against  it.  They'll  never  pay,  Soth- 
eby's claimed.  Sotheby's  was  wrong. 

Meanwhile,  the  premium  gave  Chris- 
tie's a  tremendous  advantage  in  rounding 
up  properties.  Before  the  premium,  the 
seller  typically  paid  12.5%  to  25%  of  the 
proceeds  at  Sotheby's;  Christie's  could 
charge  much  less,  greatly  reducing  the 
perceived  risk  to  the  seller.  When  Soth- 
eby's gave  up  and  went  along  in  January 
1979,  the  sellers'  fees  collapsed  to  2%-to- 
10%.  The  buyers  grumble  about  the 
10%,  but  they  pay. 

he  struggle  to  attract  and  excite 
buyers  is  at  least  as  intense.  Im- 
portant collectors  and  dealers  are 
wined  and  dined  with  professional  thor- 
oughness, while  the  increasingly  sophis- 
ticated catalog  operation  reaches  the 
general  public.  Sotheby's  mailed  out  151 
catalogs  last  year  to  its  20,000  subscrib- 
ers. It  got  back  $156  million  in  mail- 
order bids,  of  which  $38  million  worth 
were  high  enough  to  become  purchases. 
Already  revamped  once  to  inject  greater 
eye  appeal  and  better  photography,  the 
catalogs  are  about  to  be  revamped  again 
as  part  of  a  corporate  identity  program 
that  consultants  Leila  and  Massimo  Vig- 
nelli  have  been  called  in  to  create.  (They 
"did"  Bloomingdale's.) 

Sotheby's  itself  acts  as  consultant  for 
free  to  Citibank,  which  offers  to  invest 
in  art  and  antiques  for  its  larger  individ- 
ual and  trust  accounts,  further  cementing 
ties  with  the  bank.  The  auction  house 


thus  wins  entree  to  still  more  potei 
clients. 

Both  houses  travel  art  works  arq 
extensively  when  they  have  a  really 
portant  auction  coming  up.  That  rec 
breaking  Turner,  "Juliet  and  Her  Nuj 
for  example,  was  taken  around  by  S 
eby's  staffers  to  Tokyo,  London 
Hamburg.  Sellers  often  resist  such  tra 
fearing  theft  or  damage,  so  the  ho 
employ  extreme  caution.  When  Cl 
tie's  was  drumming  up  interest  in  a 
volume  Gutenberg  Bible  in  1978,  its  l 
book  specialist  Stephen  Massey  cai 
the  work,  which  eventually  sold  fo 
million,  both  ways  across  the  Atlant 
his  lap. 

Reaching  a  worldwide  audience  is 
portant.  A  Picasso  ("Saltimbanque 
Arms  Crossed")  was  bought  at  Soth 
by  the  Bridgestone  Museum  of  Fine 
for  $3  million  because  the  musei 
benefactor,  a  Japanese  industrialist 
seen  it  on  tour  in  Tokyo.  When  ! 
eby's  came  up  with  the  collection  oi 
late   Andre'   Meyer,    the  French 
American  investment  banker  and  \ 
anthropist,  18  of  the  most  highly  pi 
art  works  traveled  to  Zurich,  London 
Tokyo  for  exhibition. 

When  the  Meyer  collection  wen 
auction,  early  in  the  new  art  season 
the  evening  of  Oct.  22,  the  woma 
white  was  not  in  evidence,  but  the  C 
tinent  was.  With  longtime  custor 
threatening  to  boycott  Sotheby's  if 
didn't  get  the  prized  tickets  to  this 
the  auction  room  and  several  side  ga 
ies  were  jammed  by  the  New  Yorb 
world.  The  media,  television  inclu 
were  lined  up  along  the  wall  to  rei 
every  fall  of  the  hammer.  The  glitte 
audience  watched  with  hushed  atten 
as  the  auctioneer  chanted  the  bids  up 
up,  and  an  electronic  tote  board  overl 
flashed  them  in  five-  and  six-  and 
seven-digit    numbers,  simultaneo 
translating  them  into  pounds,  m 
yen,  lire  and  French  and  Swiss  franc 
the  multinational  audience.  All  waite 
see  whether  new  records  were  to  b 
this  year.  They  were  not  disappoir 
No  one  thing  fetched  $6.4  million 
time,  but  record  after  record  was  sfl 
each  of  the  special  categories  of 
works,  several  by  London  and  Zuncl 
dealers.  Six  of  the  paintings  fetche 
million  or  more  apiece.  The  collect 
which  had  been  estimated  at  somet 
over  $10  million,  brought  a  total  of  $ 
million. 

Afterwards,  the  press  crowded  int 
anteroom  for  a  press  conference  j 
David  Nash,  Sotheby's  director  of 
arts  sales.  What  did  he  make  of  thi 
markable,  unpredicted  prices-  Nash, 
apparently  flustered  and  excited  by 
prices,  said,  "This  is  the  effect  of  a  § 
desire  all  over  the  world  not  to  own 
rencies,  and  a  great  desire  to  own  ta 
ble  objects."  ■ 
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Study  A  Beginning 


Battelle's  Columbus  Laboratories 
has  released  a  study  which  concludes 
that  it  is  difficult  to  show  that  acid 
rain  has  caused  significant  damage 
to  the  environment  in  the  U.S. 

Not  surprisingly,  that  conclusion 
has  been  endorsed  by  the  American 
Electric  Power  System  in  Ohio,  of 
which  Ohio  Power  is  a  part. 

AEP  sponsored  the  study,  and 
thus  took  a  business  risk  that  the 
findings  would  be  adverse.  W.S. 
White,  Jr.,  chairman  of  the  board  and 
chief  executive  officer  of  AEP,  said  he 
believes  the  results  of  the  study  now 
can  be  used  as  the  "foundation  for  a 
rational  discussion  of  this  situation." 

We  join  him  in  that  sentiment. 

Too  often  controversial  issues  such 
as  the  acid  rain  affair  gain  a  lot  of 
momentum  based  on  an  incredibly 
small  amount  of  fact.  It  is  all  too  easy 


to  fall  into  the  habit  of  seeing  bogey- 
men where  either  none  exist  or  there  is 
little  or  nothing  to  prove  there  is  one. 

Not  to  say  that  the  Battelle  AEP- 
sponsored  study  should  be  the  last 
word  on  acid  rain.  But,  as  White 
states,  it  certainly  provides  some 
scientific  starting  point. 

White  recommends  that  anyone  in- 
terested in  objectively  assessing  the 
acid  rain  situation  read  the  study 
first. 

Indeed  they  should,  not  for  an 
ultimate  conclusion,  but  for  a  basis 
from  which  to  speak  intelligently 
about  acid  rain's  effects.  True,  the 
study  poses  many  new  questions,  but 
at  least  it  poses  them  intelligently 
and  with  dispassion.  For  this  step  in 
clearing  the  air  about  acid  rain  (so  to 
speak)  we  can  be  grateful  to  Battelle 
and  AEP. 


The  Times  Recorder,  Zanesvilfe,  Ohio 
September  19, 1980 
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Psychology  &  Investing 


It's  doubtful  that  we  need  them,  but  quotas 
on  Japanese  cars  are  probably  coming. 
The  question  is:  Will  we  make  good  use  of 
the  opportunity  they  give  us? 

BUYING  TIME 


By  Srully  Blotnick 


"This  country 
cannot  afford  the 
continuing  exploita- 
tion of  our  auto 
market  by  the  Japa- 
nese," Philip  Cald- 
well, Ford's  chair- 
man, told  the  U.S. 
International  Trade 
Commission.  But 
the  commission  did 
not  agree,  and  on  Nov.  10  voted  to 
reject  a  petition  for  import  quotas 
and  higher  tariffs  submitted  by  the 
United  Auto  Workers  and  Ford. 

Caldwell  said  his  company  was 
"very  disappointed,  in  fact  shocked, 
by  the  JTC's  ruling.  This  is  now  a 
matter  for  the  President  and  Congress 
to  determine."  But  the  President  who 
finds  the  matter  being  dumped 
squarely  in  his  lap  won't  be  Carter, 
it'll  be  Reagan.  And  the  Congress  will 
be  a  different  one  too — more  Republi- 
cans, enough  to  give  them  a  majority 
in  the  Senate. 

In  short,  we've  come  a  long  way 
since  the  Kennedy  Round  in  the  Gen- 
eral Agreement  on  Tariffs  &  Trade 
(GATT)  in  the  early  Sixties,  when  the 
duties  on  imported  industrial  goods 
were  reduced.  The  battle  between 
free-trade  and  protectionist  forces  is 
just  beginning  to  heat  up. 

In  my  investor  sample,  the  number 
who  now  favor  import  curbs  in  a  vari- 
ety of  areas  (for  instance,  textiles, 
steel  and  autos)  has  nearly  doubled  in 
the  last  two  years.  Most  of  that  in- 
crease, however,  has  come  from  blue- 
collar  and  lower-income  groups.  What 
is  especially  interesting  about  that  is, 
as  consumers,  those  in  the  lower-in- 
come bracket  (median  earnings: 
$24,000  per  annum)  would  suffer  far 
more  as  a  result  of  the  proposed  quo- 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
unci  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 

Investing. 


tas  than  would  those  in  the  higher- 
income  bracket  (median  earnings: 
$93,000  per  annum),  who  favor  quotas 
significantly  less. 

Keep  in  mind  that  the  curbs  being 
suggested  in  the  Ford-UAW  petition 
are  quite  large:  In  the  first  year  of  the 
five-year  period  covered  by  the  pro- 
posal, they  want  shipments  of  im- 
ports to  be  rolled  back  by  over  40%, 
from  1.6  million  (the  number  of  im- 
ported Japanese  cars  sold  here  in  1979) 
to  931,000.  Prices  on  the  units  al- 
lowed in  would  automatically  rise, 
since,  if  nothing  else,  the  discounts 
commonly  available  now  from  dealers 
would  vanish.  Supply-and-demand 
factors  would  see  to  that. 

It  is  as  employees,  though,  that 
those  in  the  lower-income  category 
feel  they  would  benefit.  That  is  a  radi- 
cal, and  very  encouraging,  switch. 
Anyone  who  is  looking  for  evidence 
that  this  country  is  indeed  preparing 
to  confront  its  long-neglected  eco- 
nomic problems  need  only  look  here.  I 
don't  mean  to  say  that  the  protection- 
ist sentiments  increasingly  expressed 
are  healthy  in  themselves,  since  they 
can  readily  have  international  politi- 
cal consequences  that  are  damaging  in 
the  long  run.  What  is  comforting  to 
see  is  that  there  is  a  growing  aware- 
ness among  workers,  both  union  and 
nonunion,  that  more  emphasis  will 
have  to  be  placed  on  production,  in- 
stead of  consumption,  if  the  economy 
is  to  stage  a  sustained  rebound. 

The  switch  in  sentiment  turned  out 
to  have  a  fascinating  basis.  The  in- 
roads the  Japanese  made  into  the 
American  apparel  and  consumer  elec- 
tronics markets  (radios,  stereos  and 
television  sets)  were  accomplished 
rather  quietly.  It  helped  that  many  of 
the  products  they  were  offering  were 
new.  After  all,  there  were  no  color 
TVs  being  made  in  the  1930s  and 
1940s.  So  when  the  sets  became  wide- 
ly available  in  the  last  two  decades, 
you  had  your  choice  of  U.S.-  or  Japa- 
nese-made products.  They  weren't 
displacing  American  firms  so  much  as 


they  were  competing  with  them 
both  trying  to  sell  the  new  sets. 

Cars,  on  the  other  hand,  had  bei 
around  since  the  early  days  of  th 
century,  and  the  Japanese  were  takij 
away  a  piece  of  an  older,  traditionall 
American  pie  rather  than  laying  clail 
to  a  slice  of  a  new  one.  Large,  wej 
established  U.S.  firms  found  their  b| 
sic  business  jeopardized  as  their  loni 
time  customers  were  being  woo< 
away.  The  threat  was  unmistakabl 
and  was  much  greater. 

The  significant  change  in  pubU 
sentiment  that  has  recently  occurr< 
can  be  traced  to  one  dramatic  even 
the  government's  bailout  of  Chrysle 
Whether  any  individual  member 
my  sample  was  for  or  against  it  (man 
were  opposed  to  it),  once  it  was  don 
it  apparently  had  a  substantial  effeil 
on  their  thinking.  They  eventual 
reasoned  that  since  tax  dollars  we| 
involved,  they  now  had  a  stake  in  tl 
future  of  the  U.S.  auto  industr 
whether  they  liked  it  or  not.  And  ni| 
lust  Chrysler's  future.  True,  the  mol 
ey  went  only  to  Chrysler,  but  as  on 
member  of  my  sample  put  it,  speakini 
for  the  rest:  "I  shudder  to  think  hfii 
much  it  would  cost  us  to  keep  Fo] 
and  GM  afloat.  The  $1.5  billion  [f| 
Chrysler]  would  look  like  peanuts  HI 
comparison.  I  think  we  got  off  easy- 
this  time." 

That  makes  the  Chrysler  rescue,  i 
retrospect,  a  great  deal  wiser  than 
may  have  appeared  at  the  time.  For 
brought  home  the  message  in  a  pov 
erful  way  that  we  were  sinking.  Quii 
unlike  the  Lockheed  bailout  wit 
which  it  was  often  compared,  publ: 
opinion  was  affected  positively-! 
about  the  economy  as  a  whole.  (Tl) 
fact  that  Lockheed  doesn't  make  col 
sumer  products  and  Chrysler  does  a] 
pears  to  have  been  a  decisive  factor.)  1 
the  long  run  that  may  make  the  $1, 
billion  a  very  worthwhile  expenditun 
one  that  ultimately  benefits  us  all. 

Despite  the  startling  increase  in  th 
number  of  Japanese  imports — to  tfj 
point  where  nearly  one  out  of  ever 
four  new  cars  currently  being  sold  i 
the  U.S.  is  Japanese — blame  for  th 
U.S.  automakers'  woes  was  place 
elsewhere  by  the  commission.  Sp« 
cifically  the  recession,  higher  a 
prices  and  changing  consumer  prefe: 
ences  were  cited  as  the  principa 
causes  for  the  sales  slump.  That's  nc 
the  whole  story,  though,  and  one  c 
the  commission's  members,  speakin 
for  the  majority,  even  commentc 
upon  "the  perceived  quality  deficiei 
cies  of  domestic  autos." 

Still,  the  lines  are  being  drawn,  art 
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It's  snowing  where  it  never  snows. 
It's  flooding  where  it  never  floods, 
[ere's  how  to  keep  the  weather  from  being  bad  for  business. 


Nature  has  been  dropping  a  lot  of  unexpected  trouble  from 
the  skies  recently. 

Last  year,  unpredictable  rains  had  engineers 
scrambling  to  prepare  for  "500-year-record"  floods.  And 
snow  fell  in  many  unlikely  places,  such  as  Palm  Springs, 
California. 

This  year,  the  weather  did  a  turnabout  as  a  record 
drought  parched  people  and  crops  across  the  nation. 

In  the  first  nine  months  of  1980  alone,  underwriters 
paid  out  $885  million  for  insured  losses  in  43  catastrophes. 


These  dollars  only  hint  at  the  total  losses  businesses 
suffered. 

A  prudent  risk  management  step  now  is  to  review 
your  insurance  for  "Difference  in  Conditions"  coverage.  If 
you  already  have  it,  you  may  wish  to  consider  raising  the 
limits.  Some  corporations  have  increased  theirs  tenfold. 

"D.I.C."  extends  property  protection  to  an  "all  risks" 
basis,  including  floods,  blizzards,  earthquake  and  other 
natural  catastrophes. 

For  information,  call  any  Johnson  &  Higgins  office. 


Johnson  Higgins 

The  private  insurance  broker.  We  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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Radio  Shack 

TRS-80 
Color  Computer- 

The  Perfect  Family  Gift! 

What  an  exciting  gift  to  find  under  the  Christmas  tree!  The 
whole  family  will  want  a  chance  to  use  this  inexpensive  per- 
sonal computer  for  any  number  of  applications.  It's  easy  to 
use — just  pop  in  an  instant -loading  Program  Pak®  for  ex- 
citing computer  arcade  fun,  or  useful  personal  applications. 
Battle  alien  ships  in  space,  establish  and  track  a  family  bud- 
get, challenge  the  "mind"  of  a  thinking  machine  in  chess 
—  in  vivid  color. 

The  TRS-80  Color  Computer  attaches  to  any  color  TV,  in- 
cluding our  own  13"  TRS-80  Color  Video  Receiver.  It  con- 
tains a  powerful  BASIC  language  that's  easy  to  learn.  Using 
our  teaching  manual,  you'll  soon  be  writing  programs  with 
color  and  sound.  You  can  expand  your  system  later,  for  an 
even  greater  variety  of  uses. 

A  pair  of  joysticks  ($24.95*)  add  excitement  to  many 
games.  And  what  could  be  a  more  educational  gift  than  a 
computer?  Go  Color  this  Christmas  for  only  $399*  Another 
$399*  adds  the  receiver  for  a  complete  system.  Visit  one  of 
our  6000  Radio  Shack  stores,  dealers  or  Computer  Centers 
today! 

Radio  /haek 

The  biggest  name  in  little  computers® 

'Retail  prices  may  vary  at  individual  stores  and  dealers  Some  equipment  may  require  special  order 


$399 


the  fight  promises  to  involve  eve 
thing  from  extensive  TV  advertisi 
to  persistent  lobbying  in  Washingfc 
That's  hardly  surprising  since 
stakes  in  dollars  and  jobs  are  hij 
Douglas  A.  Fraser,  president  of  1 
UAW,  stated  bitterly  that  "we'll  ta 
up  the  battle  with  Congress,"  and  w 
urge  Americans  to  buy  domestical 
built  cars. 

What  such  determined  commei 
really  draw  their  strength  from  is  f 
extraordinary  power  that  Preside) 
elect  Reagan  has  to  change  the  pn 
ent  situation  without  great  effort.  N 
wanting  to  appear  as  if  the  U.S.  w» 
suddenly  in  favor  of  trade  restrictid 
having  traditionally  been  opposed| 
them,  past  presidents  have  been  al 
to  get  the  Japanese  government 
agree  to  "voluntary  restraints."  T 
products  in  question  were  textiles  a 
televisions,  which  involved  mu 
smaller  sums,  but  the  procedures 
main  the  same.  The  likelihood  tl 


There's  nothing  wrong  wi 
giving  the  ailing  auto  i 
dustry  a  chance  to  get  bat 
on  its  wheels.  That,  aft 
all,  is  what  we  did  for  tl 
Japanese  after  the  war. 


Reagan  will  win  public  support  in 
early  days  in  office  by  negotiat 
trade  limits  with  the  Japanese- 
perhaps  others — is  high. 

Nevertheless,  there  is  cause  for  ci 
cern  here.  The  larger  question 
mains:  Will  the  U.S.  now  underts 
the  remedial  economic  measu 
needed  to  restore  its  position  as 
solid  and  tough  international  cq 
pernor?  Or  will  it  hide  behind  a  rap 
ly  growing  wall  of  trade  barru 
which  win  the  President  approval 
home  and  enemies  abroad? 

There  is  nothing  wrong  w 
buying  a  little  time,  and  giving  | 
ailing  auto  industry  a  chance  to 
back  on  its  wheels.  That,  after  all 
what  we  did  for  the  lapanese  wl 
their  own  industries  were  recover 
after  the  war.  Japan  restricted  impc 
and  we  did  not  object — as  we  col 
easily  have  done.  Had  we  done  so, 
rate  of  economic  growth  would  h; 
been  substantially  less. 

Unless  we,  like  the  Japanese  in 
Fifties  and  Sixties,  use  any  breath 
spell  granted  to  concentrate  on  bas 
in  all  our  major  industries,  the  wj 
which  were  supposed  to  be  tempor 
will  wind  up  doing  us  more  harm  tl 
good.  The  unmistakable  swing  in 
country's  mood  toward  conservati 
mustn't  be  allowed  to  degenerate  1 
sterile  protectionism.  ■ 
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Market  Trends 


The  Eighties  present  a  challenge  and  our 
economists  must  learn  to  be  heroes;  the 
Fed,  something  more  than  cowardly  lions. 

LOOKING  DOWN  ON 
OMAHA  BEACH 


By  Martin  T.  Sosnoff 


The  way  we  act  in 
the  world  must 
change  in  the  Eight- 
ies, or  like  Venice 
we  shall  keep  slip- 
ping gently  into  the 
mud  for  the  next 
four  centuries. 
Long-term  records 
for  countries,  as  for 
money  managers 
and  athletes,  are  made  up  of  many 
short-term  decisions  that  in  total  are 
right  or  wrong.  If  our  diplomacy  and 
economic  policy  stretching  back  30 
years  has  been  imperfect,  we  have 
paid  dearly.  But  there  is  a  rumbling 
going  on  in  the  Great  American  Pot- 
belly, and  I  sense  change. 

Foreign  travel,  for  me,  is  a  con- 
sciousness-raising thing  with  com- 
parisons tumbling  one  upon  the  other. 
The  Japanese  tourists  are  better 
dressed  than  we — in  tailored  suits, 
sporting  razor  haircuts,  with  children 
in  coordinated  outfits.  It  wasn't  al- 
ways that  way.  The  Arabs,  of  course, 
overrun  the  deluxe  hotels  and  the  Ger- 
mans are  bouncy  with  self-assurance. 
The  coast  of  Normandy  was  my  last 
outing,  a  no-nonsense  rocky  place, 
like  Maine,  with  bluffs  overlooking 
narrow  strips  of  beach.  It  turned  out 
to  be  a  pilgrimage  that  recalled  Ameri- 
ca's finest  hour,  when  we  had  all  the 
momentum  and  a  national  purpose. 
The  helpless  giant  had  not  been  born. 

Normandy  belongs  to  us.  We 
Americans  spilled  our  blood  there  and 
the  French  know  it.  There  are  30-foot- 
high  marble  obelisks  lauding  Patton 
and  his  hard-driving  troops.  Traveling 
in  our  party  was  my  friend,  a  Park 
Avenue  doctor,  who  20  years  ago  was 
an  army  captain  assigned  to  Zanuck's 
staff  for  the  filming  of  The  Longest  Day . 
His  urge  was  to  revisit  the  landing 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


beaches — the  real  ones,  not  the  beach- 
es used  in  the  filming — so  we  agreed. 

Only  in  walking  Omaha  Beach  and 
the  bluffs  above  does  this  heroic  un- 
dertaking reach  its  epic  stature.  I  had 
no  idea  that  the  British  had  as  big  a 
landing  zone  as  we,  and  that  they 
created  Mulberry  harbors  of  floating 
piers  at  Arromanches,  now  a  modest 
seaside  resort. 

Looking  down  from  the  bluff  400 
feet  above  Omaha  Beach  is  enough  to 
take  your  breath  away.  It  is  not  the 
dunes  of  Cape  Cod,  but  a  sheer  cliff  of 
rock  and  grassy  hummocks.  Imagine 
how  the  first  waves  of  men  streaming 
off  those  invasion  barges  felt.  They 
had  to  be  seasick  in  those  tiny  landing 
craft  bobbing  across  the  Channel. 
Soaked  from  the  ocean  spray,  the  Ger- 
mans lobbing  pre-arranged  artillery 
strikes  down  on  a  strip  of  beach  a 
matter  of  100  feet  in  width.  And  then 
to  look  up!  You  had  to  get  off  that 
deadly  beach  and  take  the  high 
ground.  That's  what  war  is  about. 

The  American  cemetery  that 
reaches  to  the  edge  of  the  bluff  over- 
looking Omaha  Beach  was  an  unex- 
pected pilgrimage  for  me.  In  a  sea  of 
cropped  grass  more  than  9,000 
crosses,  punctuated  with  Stars  of  Da- 
vid, echelon  out  in  lines  of  perfect 
symmetry.  The  white  Carrara  marble 
crosses  have  a  simple  elegance,  their 
trailing  edges  gently  beveled  into 
graceful  arches.  Reading  the  simply 
chiseled  inscriptions  on  the  back  of 
each  cross  touches  a  minor  chord  of 
emotional  nationalism  we  are  seldom 
aware  exists.  Every  small  town  in 
America  is  represented  here.  There 
are  units  and  ranks  that  no  longer 
exist  in  the  Army's  table  of  organiza- 
tion. It  is  another  age. 

The  neurotic  pursuit  of  perfection 
is  a  motive  force  that  drives  many 
men.  I  have  learned  to  take  enormous 
risks  and  have  done  okay.  To  stand 
alone,  David  against  Goliath,  and 
slug  it  out  with  the  unruly  forces  of 
speculation  is  for  me.  But  there  is 
only    perfection    in    the  cemetery 


above  Omaha  Beach.  There  no  crab- 
grass  grows  among  the  bright  green 
blades  cropped  to  three  inches  abovel 
the  earth.  And  the  crosses  stretch  out 
in  that  echelon  of  perfect  longitude. 
Death  the  only  perfection. 

Our  new  President  is  too  old  to  be  a 
man  on  horseback  like  Teddy  Roose- 
velt, but  I  detect  a  spirit  of  innova- 
tion. The  country  in  the  Eighties 
must  imitate  the  successes  of  Japan 
and  Germany.  The  savings  rate  has  to 
double  or  triple  with  tax  remission, 
and  the  investment  sector  needs  all 
kinds  of  encouragement  to  strip  awayj 
inefficient  plant  and  equipment.  Our 
economists  must  learn  to  be  heroes, 
not  gradualists;  the  Federal  Reserve 
Board,  something  more  than  coward- 
ly lions.  Not  easy.  Detroit  took  25 
years  to  build  a  world-class  cracker 
box  on  wheels.  It  wili  take  the  better 
part  of  the  Eighties  here  to  reallocate 
capital  and  make  us  all  more  produc- 
tive. We  can  come  back;  the  landslide 
election  a  good  first  sign. 

When  my  driver,  who  is  black,  took 
me  to  the  train  station  the  morning 
after,  I  asked  him  who  he  voted  for 
and  he  told- me  Reagan:  "That  )immy| 
Carter!  He  promised  us  everything 
and  delivered  nothing.  Maybe  he 
should  go  back  to  Georgia  and  teach 
Sunday  School." 

The  country  and  the  investment 
world  is  tied  to  a  prime  rate  of  interest 
that  has  escalated  to  the  point  or 
choking  off  the  recovery.  Young  cou- 
ples can't  afford  the  carrying  costs  of 
15%  home  mortgages  and  big  busi- 
ness has  crowded  into  the  money 
market  until  they  can  finance  long 
term  at  economic  rates.  Capital  goods 
spending  is  sloughing  off,  and  inven- 
tories are  expensive  to  carry.  The 
stock  market  holds  its  breath  every 
Friday  until  the  money  supply  figures 
are  published.  Retail  sales  figures  are 
turning  negative  again  and  this  was  a 
signal  for  a  boisterous  rally  in  securi- 
ties markets.  Recessionary  forces  are 
taking  hold  again. 

Fully  30%  of  the  stock  market — the 
oils— is  tied  to  the  prolongation  of  the 
Mideast  war.  If  it  lasts  long  enough, 
spot  oil  prices  will  go  through  the  roof 
again.  Our  country  is  tied  to  two  spot 
phenomena,  the  prime  rate  and  a  dis- 
pute between  two  bumbling  Mideast 
tribes.  It  underscores  the  inherent  tur- 
bulence and  unruliness  of  the  world 
and  so  far  our  incapacity  to  manage 
events.  My  visceral  feel  is  that  it  now 
gets  better,  and  the  market,  despite 
the  obvious  overvaluation,  senses 
change.  The  fast  track  is  what  the 
Eighties  are  all  about.  ■ 
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Mixing  business  with  pleasure 
is  Centers  growth  formula  for  the  80  s. 


Centel  is  reaching  into.two 
exciting  new  fields  with  unlim- 
ited growth  potential. 

Business  communication 
systems. 

And  cable  television. 

That  means  we're  generating 
substantial  new  revenues  and 
earnings  around  the  clock  by 
supplying  our  markets  with 
diverse  telecommunications 
services  during  the  day  and 
entertainment  at  night. 

You  might  say  we're  mixing 
business  with  pleasure.  And  it's 
already  paying  off  in  a  big  way. 

For  example,  the  recent 
acquisitions  of  Fisk  Telephone 
and  Livingston  Communica- 
tions make  Centel  #1  in  sales 
of  business  phone  systems  in 


the  nation.  So,  we're  firmly  posi- 
tioned in  a  billion  dollar  market 
that  promises  to  be  one  of 
the  fastest  growing  areas  of 
communications  throughout 
the  decade. 

Cable  TV  is  also  exploding  into 
the  80s.  And  we're  growing  right 
along  with  it  by  adding  new 
cable  television  franchises  and 
acquiring  operating  systems 
in  expanding  communities. 

With  a  cable  TV  and  master 
antenna  base  expanding  from 
zero  to  100,000  customers  in 
two  years,  Centel  has  become 
one  of  the  nation's  major 
operators. 

Revenues  from  sales  of  our 


cable  TV  and  business  commu- 
nications systems  have  grown 
to  over  $100  million  a  year. 

That's  more  than  10%  of  our 
revenues  and  sales  from  busi- 
nesses we  weren't  even  in  three 
years  ago. 

Systems  for  business  com- 
munications. Cable  television. 
And  America's  fifth  largest 
telephone  company  with  ser- 
vice areas  concentrated  in  the 
Sunbelt.  That's  a  good,  solid 
steady  growth  base  to  build  on 
in  the  80's. 


CENTRAL  TELEPHONE  &  UTILITIES 

COME  GROW  WITH  US. 


425  HERENGRACHT: 


WHAT  MYSTERIES 
LIE  WITHIN? 


Newsweek  Knows. 

We  know,  because  we  have 
the  research. 

Great  masses  of  it.  From 
the  Pan  European  Survey  to 
Asian  Profiles  2,  with  stops 
in  the  Middle  East  and  the 
South  Pacific. 

In  international  homes 
all  over  the  world,  Newsweek 
International  has  been  taking 
the  measure  of  millions  of 
men,  learning  what  they  buy, 
how  much  they  earn,  what 
they  do,  where  they  go,  how 
they  think,  react,  decide. 

It's  a  leadership  position 
we  assumed  early  on:  to 
serve  the  needs  of  interna- 
tional advertisers  with 
meaningful  research  about 
their  markets. 

And  we've  been  putting 
that  important  information 
into  our  unique  and 


exclusive  Newsweek 
International  Data  Center. 

No  other  international 
medium  has  such  a  center, 
devoted  exclusively  to  inter- 
national media/marketing 
research  projects. 

The  Pan  European  Survey 
for  example,  is  the  first  com- 
prehensive study  of  Euro- 
pean executives  to  set  aside 
the  limitations  of  national 
boundaries.  And  well  it 
should,  for  these  men-your 
market— move  freely  about 
Europe  and  the  world.  f 

The  more  you  know  about 
them— personally,  profes- 
sionally—the better  able  you 
are  to  market  to  them  with 
efficiency  and  effect.  And  all 
you  have  to  do  is  call  your 
Newsweek  International 
representative. 


Week  after  week,  Newsweek 
International  goes  home 
to  some  of  the  world's  best 
addresses. 

Year  after  year,  we're  learn- 
ing more  and  more  about 
the  people  who  live  there. 

Newsweek 
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At  Burlington  Northern  we  haul  lumber 
and  building  products.  And  we  do  it  at  a  good  price. 
For  example,  the  going  rate  for  shipping  a 
bundle  of  shingles  from  Seattle  to  Chicago  is  about 
a  dollar  twenty-five. 

Why  the  surprisingly  low  price  in  a  time  of 
rampant  inflation?  Because  wood  products  have 
long  been  a  big  part  of  our  business. 

Lumber  is  our  third  largest  commodity. 
And  we're  well-equipped  to  carry  it.  We  maintain 
a  fleet  of  over  20,000  suitable  lumber  cars  to 
insure  product  movement. 

Keeping  those  cars  on  the  move  is  another  key 
economic  factor.  Volume  increases  economy.  And 
volume  is  something  we  know  a  lot  about.  Last 


■ 

Mi  AND 
feCbleS 

s  this  torn 
has  devel 
eves  tor  bt 


. new  issue 
5  earnings, 
never  tnen 


originated  over 
270,000  car  loads  of  lumber  anj 
other  wood  products. 
An  extensive  track  improvemeB 
program  has  also  helped  us  keep  lumber  tonnag 
up,  and  freight  costs  down.  Expenditures  for  weld 
rail  and  other  more  efficient  methods  of  handlir 
all  commodities  exceeded  $500  million  last  yea) 
Indications  are  that  '80  will  be  another  year  of  hea 
capital  expenditure  for  Burlington  Northern.  Nc 
only  for  the  railroad,  but  for  BN  Transport,  our 
trucking  subsidiary,  Burlington  Northern  Air  Freig 
Inc.,  our  air  freight  subsidiary,  and  our  timber, 
coal  and  mineral  operations  as  well.  The  more  V 
invest  in  our  future  the  better  we  can  serve  you 


BURLINGTON  NORTHERN 


bile  Wall  Street  is  all  agog  over  high  technology^  Charles  Allmon  is 
iffing  out  companies  that  make  snuff  and  pencil  sharpeners. 


Flying  high  with 
low  tech 


The  Money  Men 


jyLES    AND    WORMS    GO  TOGETHER, 

|His  Charles  Allmon.  Over  the  past  15 
as  this  former  professional  photogra- 
£S  has  developed  one  of  the  nation's 
Heyes  for  budding  growth  stocks.  But 
HI  far  from  gaga  about  Apple  Comput- 
^Bnew  issue  expected  soon  at  some  70 
flfs  earnings.  He  sees  a  worm,  in  fact, 
^piever  friends  tell  him  about  the  lat- 


est high-technology  company:  "Why  not 
go  to  Las  Vegas?  You  could  see  some 
naked  girls  too." 

Despite  a  business  that's  probably 
grossing  $  1  million  a  year,  Allmon  works 
out  of  an  unprepossessing  converted 
apartment  building  in  Bethesda,  Md.  At 
59,  he's  been  a  full-time  investment  ad- 
viser for  only  a  dozen  years,  finally  mak- 


ing a  career  out  of  what  had  become  a 
spectacularly  successful  hobby.  Allmon 
is  not  well  known  on  Wall  Street  and  he 
may  never  be.  But  he  is  a  hero  to  thou- 
sands of  subscribers  to  his  $64-a-year 
newsletter,  Growth  Stock  Outlook. 

Here's  why:  GSO  runs  a  surprisingly 
constant  list  of  94  recommended  stocks, 
and  Allmon  hasn't  added  a  loser  to  it 
since  1976.  His  10  picks  for  1980  are 
already  up  an  average  of  60%,  and  13 
winners  from  1978  and  1979  have  more 


Ith  Stock  Outlook  Editor  Charles  Allmon 

hese  small  companies  you're  putting  your  money  on  one  man.  What's  going  to  motivate  them  in  five  or  ten  years? 
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than  doubled  on  average.  Allmon's  long- 
term  record  makes  that  recent  perfor- 
mance even  more  impressive.  GSO  has 
advised  the  purchase  of  394  stocks  in  its 
16-year  history.  Of  those,  37  have  more 
than  quadrupled  in  price — and  even  the 
issues  Allmon  dropped  gained  an  average 
of  14%  before  he  removed  them. 

Allmon  has  a  secret — but  computer 
stocks  are  not  a  part  of  it.  Memphis- 
based  Conwood  Corp.  is  typical  of  the 
GSO  list.  Tins  company  started  out  as  a 
snuffmaker  in  Delaware  in  1782.  It's  still 
making  snuff,  though  it  has  now  diversi- 
fied into  chewing  tobacco  and  popcorn. 
Nothing  glamorous,  but  Conwood's  net 
income  is  growing  at  a  steady  20%  annu- 
al rate,  and  its  shares  sell  at  9  times 
earnings.  Also  on  Allmon's  list  are  Jos- 
tens,  maker  of  class  rings  and  plaques; 
C.R.  Gibson,  wedding  and  baby  photo 
albums;  and  Hunt  Manufacturing,  the 
market  leader  in  hand-operated  pencil 
sharpeners. 

"Growth  companies,"  says  Allmon, 
"have  not  been  high-technology  compa- 
nies." To  him,  growth  means  steady 
gains  over  20  years,  not  spectacular  gains 
over  20  months.  Two  current  recom- 
mendations, in  fact,  also  show  up  among 
the  15  in  GSO's  January  1965  premiere 
issue:  Brenco,  which  was,  and  still  is,  in 
the  freight-car-bearing  business,-  and 
Masco,  which  was  and  is  in  the  faucet 
business.  Brenco  has  risen  1,880%  since 
that  first  GS(  >  letter  went  to  nine  paying 
subscribers.  Masco  is  up  1,210%. 

Allmon's  aversion  to  razzle-dazzle 
companies  and  his  sensitivity  to  earn- 
ings declines — even  a  single  quarter's 
worth — have  caused  him  to  miss  the 
boat  a  few  times.  Proudly  leafing  through 
a  binder  of  early  GSO  issues,  he  comes  to 
one  from  1965  that  evokes  a  chuckle.  It's 
a  "special  sell  recommendation"  for  Tel- 
edyne.  But  then  he  flips  back  to  an  earlier 
buy  recommendation  for  Texas  Oil  & 
Gas.  This  is  the  GSO  ideal — a  company 
with  22  years  of  uninterrupted  earnings 
growth.  The  stock  is  up  7,100%  since 
Allmon  put  it  on  his  list. 

Allmon  looks  closely  at  conventional 
benchmarks  like  debt  and  return  on  equi- 
ty, but  his  analysis  is  more  character 
judgment  or  product  evaluation  than  sci- 
ence. "What  do  competitors  or  suppliers 
or  customers  think  of  a  company'"  he 
asks.  Lum's,  a  restaurant  chain,  went  on 
his  list  at  1  Vz  after  he  noticed  a  long  line 
at  one  of  its  Florida  outlets.  It  shot  up  to 
33 Vz,  then  lost  most  of  the  gain  before 
Allmon  delisted  it  at  5%.  Tips  from  read- 
ers and  corporate  executives  sometimes 
pan  out,  but  the  brunt  of  his  work  is 
plodding  research  through  59  meticulous 
filing  cabinets  of  annual  reports  and 
newspaper  clippings. 

Allmon's  picks — about  half  of  which 
er-the-counter  issues — tend  to  have 
■rarely  high  price'earnings  multiples 
of  between  10  and  20.  Growth,  after  all, 


doesn't  come  free.  But  Allmon  has  no 
interest  in  large,  out-of-favor  companies 
trading  at  bargain  prices.  Some,  like 
Kroger  and  Union  Carbide,  are  selling 
today  for  less  than  they  were  20  years  ago. 
"Blue  gyp  stocks"  he  calls  them. 

"Modern  portfolio  theory  is  hogwash," 
Allmon  says.  "In  these  small  companies 
you're  putting  your  money  on  one  man. 
What's  going  to  motivate  them  today,  or 
five  or  ten  years  from  now?"  Allmon's 
heroes  are  what  he  calls  basement  entre- 
preneurs, like  lohn  McConnell  who 
bought  an  $1,800  load  of  steel  in  1955 


graphic.  That  led  to  22  years  of  jour 
ism.  In  the  1950s,  he  dabbled  in  life 
surance  stocks  too — making  the 
thousand  dollars  that  became  the  d< 
payment  on  his  first  home.  Allm 
combination  of  talents  cventu 
spawned  GSO.  Its  current  circulation 
won't  say,  except  that  sales  peake 
17,000  in  the  1972  bull  market  and  n 
recovered  from  the  1974  collapse. 

Allmon  is  doubly  cautious  today  a 
what  he  sees  as  a  popular  bias  in  favd 
technology  issues.  Why  do  invea 
think  they're  going  to  make  monej 


The  humdrum  herd 


Few  institutional  favorites  surface  among  the  94  issues  now  listed  in  Charle 
Allmon's  Growth  Stock  Outlook.  For  him,  a  nifty  company  is  more  likely  ti 
be  making  popcorn  than  microchips.  Here  are  ten  of  his  picks. 


Company 

Sales* 

Years  uninterrupted 

PE 

Reten 

business 

[mil) 

sales  grow  th 

ratio 

price 

Ames  Department  Stores 

$232.2 

19 

5.3 

17W 

retailing 

Conwood 

139.3 

22+ 

8.9 

48>/< 

tobacco,  popcorn 

Gray  Communications  Systems 

35.8 

10+ 

10.3 

51 

newspapers,  TV 

Jostens 

295.1 

23 

9.9 

21 J 

class  rings 

Lawson  Products 

77.5 

18 

11.6 

26 

industrial  repair  parts 

L  Luria  &  Sons 

76.4 

12+ 

10.5 

8'/3 

catalog  showrooms 

Postal  Instant  Press 

14.2 

10 

13.2 

151/: 

franchisee!  copy  centers 

Wallace  Business  Forms* 

140.1 

19 

10.1 

24s/. 

commercial  printing 

Wiser  Oil 

40.1 

12+ 

14.6 

89*1 

oil  is  gas  production 

Zero 

65.5 

7 

12.7 

27M 

metal  boxes 

'Latest  tisc.il  year,    t  adjusted  for  2-for-l 

split  payah 

le  Nov.  28. 

and  turned  it  into  $286  million-a-year 
Worthington  Industries.  Or  Ralph 
Ketner,  who  started  with  one  grocery 
store  and  created  $416  million-a-year 
Food  Town  Stores.  "A  lot  of  people  start 
off  in  their  basement,"  says  Allmon. 
"The  question  is,  does  this  entrepreneur 
have  the  potential  to  go  beyond  $5  mil- 
lion or  $10  million  in  sales?" 

Entrepreneur  Allmon  says  he  was 
working  out  of  his  basement  in  1968, 
grossing  $500,000  a  year  from  his  part- 
time  newsletter  while  working  as  a 
photo  editor  at  National  Geographic, 
when  he  decided  it  was  time  to  take 
investing  more  seriously.  He  quit  the 
magazine  in  1969 — the  same  year  he 
built  a  home  in  a  plush  Maryland  suburb 
(across  the  street  is  well-connected  law- 
yer Edward  Bennett  Williams). 

Allmon's  roundabout  career  began 
with  an  agriculture  degree  from  Purdue. 
In  1941  he  signed  on  with  United  Fruit 
in  Honduras,  then  moved  to  a  Firestone 
rubber  plantation  in  Liberia.  He  dabbled 
in  photography  and,  to  his  surprise,  sold 
some  Liberian  photos  to  National  Geo- 


such  stocks  as  Apple  and  Genentt 
Because,  says  Allmon,  that's  where 
largest  individual  winners  are  likehj 
be.  You  could  have  made  a  10,000%  fl 
it  buying  Prime  Computer  in  1974 
selling  this  year.  But  the  technology  1 
makes  such  a  rocket  possible  lea 
many  failures  in  its  wake.  Not  a 
computer-oriented  investors  lost  tl 
shirts:  Remember  Electronic  Data  i 
terns,  Memorex  and  University  Comi 
ing?  In  the  late  1960s  the  high-teen 
sues  were  so  overrated  that  even  hie 
successful  companies  like  Control  Lj 
and  IBM  have  been  rather  poor  perfoi 
ing  stocks. 

Allmon,  of  course,  is  game  for  a 
innovations.  In  1971  he  launched 
$54-per-year/tt/Mbr  Growth  Stock  Outh 
which  lists  candidates  for  future  in 
sion,  and  mostly  within  the  past 
years  he  has  taken  in  $26  million 
tunds  that  he  manages  personally.  Sj 
the  closest  thing  to  a  computer  in 
office  is  a  13-year-old  calculator.  He  Id 
across  it  and  advises:  "Don't  try  to  t) 
home  run."— w illiam  Baldwin 
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While  other  magazines  are  looking  at  TODAY. 

this  one  looks  at 

TOMORROW! 


*OR«TTHl70s 
WW*"*8  m< 


To  give  you  a  hint  of  what 
you'll  find  in  every  issue  of  NEXT- 
here's  just  a  brief  list 
of  recent  articles 

Life  Creation:  The  Newest  Growth  Industry 

Why  Not  Grow  a  Building  Underwater? 

The  Best  Stocks  to  Buy  in  the  80's 

New  Concepts  in  Negotiating  with  Terrorists 

Who  Will  Be  Tomorrow's  Elite? 

Which  Sex  Differences  Will  Endure 

The  Safest  Car  to  Buy-from  Now  to  1990 

Will  There  Ever  Be  a  Jewish  President? 

PLUS  REGULAR  DEPTS: 

Working . . .  Learning . . .  Getting 
Around ...  To  Your  Health . . . 
People  to  Watch . . .  and  more. 


Subscribe  now  to 
for  news  about  1985... 1990... 
and  beyond! 

There  are  so  many  amazing  and  important  things  afoouf  to 
happen  in  the  world ...  medical  breakthroughs  ...scientific 
discoveries,  and  new  lifestyles... and  now  there's  a  unique 
new  magazine  that  will  help  you  face  this  challenging  future 
better  prepared.  It's  called 


At  last  there's  an  enjoyable  way  to  be  well-informed  about 
what's  ahead  in  this  era  of  exploding  human  knowledge. 

A  magazine  that  will  keep  you  abreast  of  all  the  fast- 
breaking  discoveries  and  new  ideas  in  medicine  and  health, 
economics  and  personal  finance,  science,  technology,  psy- 
chology and  sociology,  astronomy,  law,  communications, 
energy,  space  exploration— in  fact,  in  every  field  of  human 
endeavor. 

The  magazine  is  NEXT,  A  Look  Into  The  Future,  which  is 
published  six  times  a  year  by  the  Litton  Publishing  Group  (a 
division  of  Litton  Industries). 

As  you  know,  we  live  in  an  age  of  change—  and  the 
changes  seem  to  become  more  rapid  with  every  passing  day. 

It's  been  said  that  mankind  has  made  more  advances  in 
the  past  50  years— in  medicine,  science,  in  every  field  of 
knowledge— than  in  all  previous  human  history.  But  the 
changes  ahead  will  almost  certainly  be  even  more  dramatic. 

NEXT  Magazine  brings  you  forecasts  of  these  coming 
changes  in  terms  of  today's  trends  and  developments.  It  tells 
you  what's  going  to  happen,  why  it  will  happen,  and  what  it  will 
mean— to  you  and  your  family,  to  your  community  and  nation, 
to  the  world. 

NEXT  is  not  a  magazine  of  science  fiction.  The  truth 
about  the  future  is  stranger  than  fiction,  and  more  exciting! 

We  believe  NEXT  will  be  so  different  from  any  magazine 
you've  seen  before  that  the  best  way  to  tell  you  about  it  is  to 
put  an  actual  copy  in  your  hands— at  our  risk.  But  only  a 
limited  number  of  sample  copies  are  being  made  available,  so 
we  suggest  that  you  send  for  yours  promptly  to  avoid 
disappointment. 

Send  us  the  postage-paid 
Reservation  Card  today.  Or,  if  the  card 
is  missing  (or  for  even  faster  ordering), 
call  TOLL-FREE  800-247-5470. 
In  Iowa,  call  800-532-1272. 


P.O.  BOX  10109  •  DES  MOINES,  IOWA  50340 


NEXT  is  published  every  other  month,  so  please  allow  up  to  eight  weeks 
for  your  first  copy  to  arrive.  Rates  good  in  U.S.  only.  Foreign  rates 
available  upon  request. 


Statistical  Spotlight 


Why  take  big  risks  with  new  stock  issues  in 
high-technology  or  bioengineering  when  his- 
tory suggests  that  you  can  beat  the  averages  by 
buying  low-multiple  stocks? 


Winning  with 
the  losers 


By  Steve  Kichen 


In  his  amusingly  irreverent  book 
Contrarian  Investment  Strategy:  The 
Psychology  of  Stock  Market  Success 
(Random  House,  1979),  David  Drcman 
takes  great  pleasure  in  citing  case  after 
case  in  which  the  experts  have  been 
wrong:  In  1524  the  most  renowned  seers 
of  the  time  were  convinced  that  the 
Thames  would  engulf  all  London  in  a 
disastrous  flood.  It  has  yet  to  occur.  On 
the  eve  of  WWII  Neville  Chamberlain 
said  at  Croydon  Airport,  "I  bring  you 
peace  in  our  time."  And  then,  of  course, 
there  was  the  famous  remark  of  Yale 
economist  Irving  Fisher  that  "stocks  are 
now  at  what  looks  like  a  permanently 
high  plateau" — which,  to  his  everlasting 
regret,  he  made  )ust  a  few  days  before 
Black  Tuesday,  1929. 

Dreman's  point,  which  of  course 
traces  right  back  to  Benjamin  Graham,  is 
that  betting  against  the  experts  isn't  |ust 
fun — it  can  be  quite  profitable  as  well.  In 
the  stock  market,  betting  against  the 


experts  means  betting  against  a  com- 
pany's price/earnings  multiple  since  that 
multiple  represents  the  consensus  of  ex- 
pert opinion  as  to  what  the  company's 
future  earnings  will  be.  Because  experts 
are  often  wrong,  the  multiple  is  often  too 
high  or  too  low.  Therefore  the  chances 
are  far  better  than  even  that  any  stock 
whose  multiple  is  above  or  below  the 
market  average  will  tend  eventually  to 
move  back  to  the  market  average.  Get- 
ting a  bit  fancy,  Drcman  calls  this  "The 
Principle  of  Regression  to  the  Mean." 

If  you  buy  that  theory,  then  it  follows 
that  one  should  buy  the  low-multiple 
stocks  and  short  the  high-multiples.  But 
shorting  high-multiple  stocks  is  a  far 
riskier  business.  For  one  thing,  selling 
short  involves  borrowed  money.  Also, 
the  upside  risk  in  short-selling  is  poten- 
tially infinite,  whereas  the  downside  risk 
in  buying  long  is  only  100%.  So  Dre- 
man's advice  focuses  on  the  safer  side  of 
the  argument:  Buy  low  P/E  stocks. 

Recently,  several  major  studies  have 
confirmed  that  investing  in  low-multiple 


stocks  is  an  approach  that  does,  in  j 
tend  to  outperform  the  market  aver, 
over  time.  Last  year  Forbes  even  t, 
list  of  123  stocks  with  sales  of  $500 
lion  or  more  and  multiples  in  the  lo 
20%  of  the  market  (based  on  the  1 
12-month  earnings).  Every  P  L  in 
group  was  under  5.0.  Looking  at 
same  list  this  year  we  found  the  port 
was  up  23%,  as  against  a  14%  gai 
the  Dow  industrials.  Moreover,  the  1) 
multiple  portfolio  yielded  almost  of 
just  6%  for  the  Dow.  So  the  total  rcj 
for  low-P/E  stocks  was  50%  better  tj 
the  total  return  for  the  Dow. 

Our  low-P/E  portfolio  didn't  do  as  i 
as  the  S&P's  500,  which  was  up  25°^ 
the  year,  or  the  broader-based  Wils, 
index,  up  30%.  In  part  that's  becaug 
the  relative  cheapness  of  equities  in  j 
eral.  With  the  public  rushing  back 
stocks  across  a  broad  front,  gains  of  II 
multiple  stocks  tended  to  get  hist  iru 
shuffle.  Also,  one  year  simply  i 
enough  to  test  the  theory. 

In  compiling  a  similar  list  this  yeafl 
found  we  had  to  lower  our  mininl 
sales  volume  criterion  from  $500  mi 
to  $200  million  to  put  together  a  poj 
lio  of  equal  variety.  With  low-multl 
stocks  becoming  a  scarcer  comma 
perhaps  we'll  see  more  of  some  of 
fabulous  gains  in  last  year's  low  P/E  p 
folio:  E.F.  Hutton,  up  278%;  US 
160%,  and  Amerada  Hess,  up  104%. 
other  thing  an  investor  might  do  tha< 
have  not  done  in  our  new  list  is  raise! 
criteria  to  screen  out  potential  dog 
current  ratio  greater  than  2,  tor  exam 
or  long-term  debt  no  more  than  40*)( 
total  capital. 

Will  "the  losers"  outpace  the  winn) 
It's  still  a  bit  too  soon  to  tell,  but  i 
clearly  a  horserace. 


Testing  low  P/E  stocks 


In  November  1979  Forbes  ran  a  list  of  123  stocks  with  price  and  30  stocks  are  down  (from  1%  to  56%).  The  list 
low  price/earnings  ratios.  On  average,  these  stocks  ap-  below  contains  the  25  stocks  from  the  FORBES  Novem- 
preciated  23%  in  price.  Ninety-three  stocks  are  up  in   ber  1979  list  that  had  the  greatest  price  appreciation. 


-Price  

— Price/  earnings  ratio — 

Latest 

Book 

Nov 

Nov 

12-month 

value 

Company 

Appreciation 

recent 

1979 

recent1 

1979 

EPS 

per  share 

EF  Hutton  Group 

277.8% 

34 

9 

6.3 

3.8 

S5.36 

S  13.82 

USAir 

1 60.0 

17% 

6% 

4.4 

3.3 

3.98 

13.7<j 

US  Home 

155.4 

26% 

10% 

7.7 

3.4 

3.41 

12.43 

Seaboard  Coast  Lines  (CSX)2 

117.8 

55 

25% 

NM 

3.1 

NM 

nM 

Raymond  International 

115.0 

28% 

13% 

3 1 .3 

3.9 

0.92 

16.92 

LTV 

104.8 

157s 

7% 

4.3 

2.0 

3.65 

8.95 

Amerada  Hess 

103.7 

41'/4 

20  % 

6.3 

4.2 

6.59 

22.62 

Paine  Webber 

95.8 

17% 

9 

20.3 

4.0 

0.87 

13.8l| 

Alcan  Aluminium  Ltd 

94.0 

36  Vs 

18% 

5.5 

4.0 

6.62 

25.  iq 

Teiedyne 

91.4 

189 

98% 

8.4 

4.5 

22.46 

72.38 

1  lies)  12  month  earnings.    -Seaboard  Coast  Lines  and  Chessie  System  merged  into  a  new  holding  company.  CSX.  Terras  of  exchange:  1.324  shares  of  CSX  for  ead 
>•  >ard  share,  and  1  00  share  of  CSX  for  each  Chessie  share.  Recent  price  shows  what  a  single  share  of  Seaboard  or  Chessie  is  worth  at  the  present  time.  Pro  forma  figurq 
fpi  CSX:  Recent  price/earnings  ratio  is  5  9;  latest  12-month  earnings  per  share.  $-.06;  book  value  per  share,  $69.20.    NM:  Not  meaningful 
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c'Eastman  Kodak  Company.  1980 


'Ho  ic  long  did  you  say  you've  been  waiting 
for  the  repair  person  to  show  up?" 


Absence  might  make  the  heart  grow 
bnder,  but  it's  not  very  good  for  work  flow.  Waiting  is 
Jfiainful  and  expensive.  And  anything  that  bothers  you 
'*:  n't  good  for  Kodak,  either.  That's  why  we  have  one 
ery  Important  Policy:  We  won't  sell  or  rent  a  machine 
nless  there's  a  full  complement  of  Kodak  service  peo 
le  in  your  area,  at  the  ready.  Every  machine  with  our 
ame  on  it  is  a  commitment.  Count  on  it. 

/rite:  Eastman  Kodak  Company, 
:D0475,  Rochester,  N.Y  14650. 

Kodak  service:  Good  training, 
good  tools,  good  people. 


Kodak  Ektaprint  copier-duplicator 


Testing  low  P/E  stocks 


Company 


Appreciation 


recent 


-Price- 


Nov 
1979 


— Price/earnings  ratio —  Latest 

Nov  12-month 
recent'  1979  EPS 


Book 
value 
per 

$38 
IX 
14 
44 
29.5) 


slia 

.2 
.0 


ASARCO 
Lear  Siegler 
A-T-O 

Norfolk  &  Western  Railroad 
Zayre 


83.1% 

80.7 

80.6 

75.6 

65.9 


46 
33% 
l6Vi 
39% 

18'/4 


25  '/* 
18% 
9 
22  Vi 
1 1 


5.0 
8.0 
5.2 
5.9 
6.4 


3.3 
4.0 
3.5 
3.8 
3.9 


9.12 
4.23 
3.12 
6.64 
2.85 


6 


Allegheny  Ludlum  Industries 
Chessie  System  (CSX)2 
Dillingham 
GDV 

Hainmermill  Paper 


63.9 
63.5 
57.1 
53.4 
52.4 


37'/2 

41'/2 

17% 
14 

28 


227s 
25  '/* 

1  1  */b 
1  8  Va 


5.0 
NM 
6.8 
6.4 

5.2 


3.2 
4.0 
4.1 
3.5 
4.5 


7.44 
NM 
2.63 
2.18 

5.38 


28.} 
Nil 

13.1 
36 


Lone  Star  Industries 
Am  lac 

Reliance  Group 

Gulf  &  Western  Industries 

Armco 


5 1 .6 
50.9 
46.5 
45.3 
43.8 


35 '/4 
32  % 
67% 

17'/4 

34% 


23  % 
2W* 
46  V* 
11% 
24'/4 


6.5 
7.8 
6.0 
3.9 
8.5 


4.5 
4.7 
4.7 
3.2 
4.7 


5.44 
4.11 
1  1.23 
4.38 
4.09 


31. 
29, 
49. 
2U 
36.fl 


'Latest  li 
Seaboard 
for  CSX:  1 


■month  earnings  'Seaboard  Coast  l  ines  and  Chessie  System  merged  into  a  new  holding  company.  CSX  Term*  ot  exchange  I  .-S2-J  shares  of  CsX  for  e<| 
share,  and  L00  share  of  CSX  for  each  Chessie  share.  Recent  price  shows  what  a  single  share  of  Seaboard  or  Chessie  is  wonh  ai  the  preseni  lime  Pro  forma  figuj 
eceni  price/earnings  ratio  is  5  9;  latest  12-month  earnings  per  share.  17.06;  book  value  per  share.  $69.20    NM.  Not  meaningful 


The  bargain  basement  revisited 


Here  is  a  new  Forbes  computer  screen  on  low- 
multiple  bargain  stocks.  The  list  below  contains  151 
stocks  with  P/E  ratios  less  than  5.0.  Because  the 


ranks  have  thinned  in  the  recent  market  runup,  we 
lowered  our  minimum  sales  volume  requirement 
from  $500  million  to  $200  million  this  year. 


Long- 

Earnings 

per  share 

Book 

term 

Price/ 

latest 

most  re- 

value 

Return 

debt  as 

earnings 

Recent 

fiscal 

cent  12 

 Indicated  

per 

on  book 

%  of 

Curren 

Company/industry 

ratio 

price 

year 

months 

dividend 

yield 

share 

value 

capital 

ratio 

Tesoro  Petroleum  oil  cs.  gas 

2.4 

22Va 

$4.03 

$8.87 

$0.30 

1.4% 

$20.04 

66.4% 

24% 

1.2 

Grolier/publishing 

2.5 

l'/4 

0.24 

0.70 

neg 

NM 

100 

2.6 

Corp  Falconbridge  Copper/mining 

2.7 

10'/4 

3.59 

3.69 

1.00 

9.8 

8.44 

43.7 

0 

2.9 

Charter  Co/oil  cn  gas  retailing 

2.7 

18 

14.93 

6.47 

1.00 

5.6 

22.14 

29.2 

48 

1.4 

Allied  Van  Lines  trucking 

2.9 

4'/h 

0.60 

1.39 

12.25 

11.6 

30 

1.2 

Banco  Popular  de  Puerto  Rico  banking 

2.9 

23  Vi 

6.01 

7.87 

1.45 

6.2 

39.32 

21.0 

21 

NA 

Fuqua  Industries/multicompany 

3.1 

15 

5.11 

4.79 

0.50 

3.3 

15.77 

30.4 

63 

2.0 

Gr  Lakes  Forest  Prods/paper,  forest  prods 

3.1 

57% 

13.32 

18.21 

2.00 

3.5 

37.90 

48.0 

32 

2.7 

Midlantic  Banks  banking 

3.2 

28 

7.91 

8.58 

2.36 

8.4 

43.81 

22.5 

25 

NA 

Occidental  Petroleumoil  &  gas 

3.2 

31% 

7.30 

9.64 

2.00 

6.3 

22.14 

56.7 

37 

1.0 

Consolidated-Bathurst  paper,  paper  prods 

3.3 

17% 

4.27 

5.31 

1.30 

7.3 

16.19 

32.8 

41 

2.5 

Rath  Packing/meat  packing 

3.3 

5'/s 

dl.25 

1.52 

neg 

NM 

100 

1.3 

Dominion  Textile/textiles 

3.4 

127/» 

3.66 

3.72 

1.00 

7.8 

21.50 

19.4 

34 

2.1 

DuPont  of  Canadachemieals 

3.5 

23!/4 

7.46 

6.62 

1.05 

4.5 

29.05 

22.8 

34 

1.8 

Girard/banking 

3.5 

23 

6.23 

6.44 

2.00 

8.7 

43.53 

15.4 

32 

NA 

Lincoln  First  Banks  banking 

3.6 

20 

5.96 

5.54 

2.00 

10.0 

52.57 

10.9 

35 

NA 

Bankers  Trust  NY  banking 

3.6 

50% 

9.37 

13.92 

3.30 

6.5 

78.59 

19.4 

25 

NA 

Manufacturers  National  banking 

3.6 

21 

6.68 

5.75 

2.20 

10.5- 

48.92 

12.0 

17 

NA 

First  Farwest  life  insurance 

3.6 

97s 

3.45 

2.68 

0.25 

2.5 

20.24 

13.3 

25 

NA 

Chase  Manhattan  banking 

3.7 

39% 

9.07 

10.60 

2.80 

7.1 

69.06 

16.8 

31 

NA 

Reynolds  Metals/aluminum 

3.7 

37% 

9.25 

9.91 

2.20 

5.9 

61.19 

16.2 

42 

1.9 

Idle  Wild  Foods/food  processing 

3.7 

13'/2 

3.58 

3.58 

0.80 

5.9. 

23.55 

16.3 

17 

1.6 

Savin/office  equipment 

3.7 

12% 

3.44 

3.24 

0.70 

5.7 

15.21 

27.1 

55 

1.8 

Colonial  Penn  Group  lite  insurance 

3.7 

16% 

4.45 

4.45 

1.40 

8.3 

22.57 

21.3 

NA 

New  England  Merchants  banking 

3.7 

27% 

5.81 

7.14 

1.80 

6.6 

40.38 

19.1 

29 

NA 

Kaiser  Aluminum  &  Chems  aluminum 

3.8 

24% 

5.66 

6.45 

1.40 

5.7 

28  4s 

22.6 

37 

1.5 

Arden  Group/grocery  stores 

3.8 

3% 

0.45 

1.01 

7.50 

15.9 

58 

1.2 

Society  Corp/banking 

3.8 

16% 

4.36 

4.24 

1.32 

8.1 

31.65 

13.9 

14 

NA 

Amer  Fletcher  banking 

3.8 

16% 

4.15 

4.24 

1.24 

7.5 

33.44 

13.3 

9 

NA 

Chemical  New  York  banking 

3.8 

40% 

9.04 

10.41 

3.48 

8.6 

76.29 

14.2 

34 

NA 

State  Street  Boston/banking 

3.9 

39  »/« 

7.07 

10.19 

2.20 

5.5 

56. 1 5 

18.1 

39 

NA 

SE  Nichols  retail 

3.9 

3% 

1.02 

0.86 

0.03 

0.9" 

6.54 

12.9 

54 

2.1 

Avcomulticompany 

3.9 

27 

8.25 

6.86 

1.20 

4.4 

41.33 

17.7 

83 

NA  < 

NA.  Not  applicable     NM:  Not  meaningful 


negative    d:  deficit 
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TRAIN  II  knows.  And  this 
.ophisticated  computer  information 
■ystem  can  instantly  pinpoint  any  one 
>f  the  two  million  freight  cars  that  tra- 
vel more  than  300,000  miles  of  track  in 
Vmerica. 

Automation  is  nothing  new  to  the 
ailroads,  though.  They  were  one  of  the 
irst  and  are  now  one  of  the  largest 
omputerized  industries  in  the  nation. 


G)mputers  keep  records,  aid  in  decision 
making,  measure  the  quality  of  service, 
analyze  markets  and  forecast  traffic. 
They  even  sort  cars,  assemble  trains 
and  hurry  them  on  their  way. 

In  other  words,  the  iron  horse  now 
has  an  electronic  brain.  It  needs  one  to 
meet  today's  shipping  needs  and  to 
help  plan  for  the  challenge  of  the  future. 

This  message  is  from  the  American 


Railroad  Foundation,  an  organization 
of  supply  and  service  companies  for  the 
industry  that  is  truly  the  lifeline  of 
North  America. 

AMERICAN  RAILROAD 
FOUNDATION 

1920  L  St.,  N.W.,  Wash.,  D.C.  20036 


The  bargain  basement  revisited 


Lf»nt?- 

Earnings  per  share 

Book 

term 

Price/ 

latest 

most  re- 

value 

Return 

debt  as 

earnings 

Recent 

fiscal 

cent  12 

 -Indicated  

per 

on  book 

%  ot 

Current 

Company/industry 

ratio 

price 

year 

I  1  1  (  1  11  t  its. 
i  1  1  <  '  1  1  i  1  1  ^ 

dividend 

yield 

share 

value 

capital 

ratio 

CBT/banking 

3.9 

23% 

$5.25 

$6.04 

$2.00 

8.4% 

$40.61 

15.6% 

17% 

NA 

Gulf  &  Western  Inds/multicompany 

3.9 

nv* 

4.38 

4.38 

0.75 

4.3 

21.03 

20.8 

56 

1.8 

Old  Republic  International  insurance 

3.9 

15% 

4.31 

4.00 

0  92 

5.8 

16.35 

25.0 

23 

NA 

First  &  Merchants/banking 

3.9 

\9¥* 

4.58 

4.88 

1 .76 

9  1 

38.99 

13.2 

24 

NA 

BayBanks  banking 

3.9 

33 

7.50 

8.35 

2.80 

8.5 

60.57 

14.9 

9 

NA 

Revere  Copper  &  Brass/metal  fabricating 

3.9 

16 

4.50 

4.01 

— 

30.13 

14.3 

50 

2.5 

Savannah  Foods  &  Inds/food  processing 

4.0 

24% 

2.26 

6.10 

1 .56 

6.4 

21.44 

30.0 

36 

1.2 

Indiana  National/banking 

4.0 

14 

2.45 

3.44 

0  80 

5.7 

25.69 

14.6 

20 

NA 

Pueblo  Intl  grocery  stores 

4.0 

3% 

0.89 

0.89 

7.23 

13.0 

50 

1.2 

United  Jersey  Banks/banking 

4.0 

10% 

2.40 

2.48 

1 .08 

10.7 

21.22 

12.5 

29 

NA 

Rose's  Stores  retail 

4.0 

16% 

4.10 

4.09 

0.80 

4.8 

33.07 

12.5 

15 

2.9 

Star  Supermarkets/grocery  stores 

4.0 

11% 

3.64 

2.75 

0.80 

7.1 

21.07 

13.7 

50 

1.2 

Domtar/paper  &  paper  products 

4.1 

26% 

6.57 

6.41 

2.00 

9.1 

30.11 

21.3 

24 

2.0 

Provident  National/banking 

4.1 

28  >A 

5.64 

6.88 

2.40 

8.5 

46.49 

15.9 

16 

NA 

Maryland  National  banking 

4.1 

17% 

,1(1,1 

4.i.3 

1 .00 

5.7 

31.71 

14.6 

23 

NA 

PSA/airline 

4.1 

28 

5.06 

6.77 

0.60 

2.1 

22.90 

29.6 

62 

1.0- 

Seaway  Food  Town/grocery  stores 

4.1 

11% 

2.78 

2.78 

0.72 

6.3 

17.20 

17.7 

50 

1.5 

Centran  banking 

4.1 

27% 

6.31 

6.68 

2.40 

X  6 
0.0 

46.75 

14.8 

27 

NA 

Mercantile  Bancorp; banking 

4.1 

26 

5.56 

6.26 

2.48 

9.5 

40.26 

16.4 

28 

NA 

Huntington  Baneshares  banking 

4.1 

27% 

6.66 

6.67 

2.00 

7.2 

48.88 

14.7 

13 

NA 

First  National  Boston/banking 

4,1 

34% 

6.90 

8.27 

2.20 

6.4 

57.26 

15  9 

41 

NA 

Philadelphia  Natl  banking 

4.1 

30 

6.77 

7.19 

2.64 

8.8 

55.29 

13.6 

26 

NA 

United  Virginia  Bankshares  banking 

4.1 

25% 

5.50 

6.07 

1  60 
1  .  ou 

0.0 

37.67 

17.5 

33 

NA 

British  Petroleum  oil  is  gas 

4.1 

45Vn 

9.32 

10.87 

1  71 

0.0 





100 

1.7 

Ceco  building  materials 

4.1 

19% 

3.42 

4.62 

0  on 

4  6 

31.20 

15.8 

21 

2.8 

First  Union  Corp  banking 

4.1 

17 

3.50 

4.05 

1.04 

6.1 

21.28 

19.0 

40 

NA 

National  Detroit/banking 

4.1 

27Vh 

6.77 

6.46 

2.00 

7.4 

51.98 

13.0 

14 

NA  1 

Irving  Bankbanking 

4.2 

40 '/4 

7.84 

9.56 

2.72 

6.8 

64.02 

16.5 

31 

NA 

Citicorp  banking 

4.2 

19% 

4.36 

4.54 

1  .-+z. 

7  A 

28.81 

15.8 

63 

NA 

Crown  Central  Pete  oil  &  gas  retailing 

4  2 

25!/2 

1  ~i  1*7 

6.00 

1  60 

6  3 
0.0 

34.80 

18.3 

33 

1.3 

Hanover  Insurance  insurance 

4.2 

46' 2 

9.09 

10.87 

0.72 

1.5 

56.26 

21.6 

NA 

Marine  Midland  Banks  banking 

4.2 

16% 

3.41 

3.83 

0.90 

5.5 

39.46 

10.3 

35 

NA  1 

Standard  Commercial  Tobacco  tobacco 

4.2 

14'/4 

3.34 

3.33 

0  2.x 

U.JO 

1  6 

22.46 

15.3 

33 

1.3 

Manufacturers  Hanover  banking 

4.2 

28% 

6.41 

6.68 

X  X 

0.0 

50.01 

14.3 

36 

na  ; 

Virginia  National  Bankshares/banking 

4.2 

13% 

3.13 

3.23 

1 .20 

8.6 

21.96 

15.6 

35 

NA 

First  Natl  State  Bancorp  banking 

4.3 

21 

4.47 

4.88 

2.20 

10.5 

34.48 

14.2 

22 

NA 

Dan  River/textiles 

4.3 

15% 

3.90 

3.64 

1.12 

7.1 

33.12 

11.5 

29 

3.2 

Cyclops/steel 

4.3 

23  % 

6.81 

5.42 

1.23 

5.2 

46.60 

11.6 

38 

2.1 

Algoma  Steel/steel 

4.3 

33  Vi 

8.65 

7.72 

1 .00 

3.0 

49.32 

15.7 

34 

2.8 

Bank  of  New  York/banking 

4.3 

33  Va 

7. 1 1 

7.66 

-i  no, 

0  n 

59.26 

13.6 

9 

NA 

LTV/mult  icompany 

4.3 

15% 

5.23 

3.65 

— 

— 

8.95 

40.8 

88 

1.8 

California  1st  Bankbanking 

4.3 

13% 

3.56 

3.16 

1.08 

7.9 

24.53 

13.7 

30 

NA 

SCM/mult  icompany 

4.3 

25% 

5.55 

5.86 

1  xo 

7  1 

46.14 

14.0 

34 

2.4 

Chubb/insurance 

4.4 

38 

7.87 

8.60 

2.40 

6.3 

50.07 

19.1 

7 

NA 

Cone  Mills  textiles 

4.4 

40 

7.54 

9.06 

2.00 

c  n 

.)  .V) 

53.21 

18.3 

7 

3.5 

Strawbridge  &  Clothier  retail 

4.4 

23l/2 

5.37 

5.32 

1.40 

6.0 

57.85 

9.2 

40 

2.7 

National  Can  packaging 

4.4 

23% 

4.81 

5.37 

0.88 

3.7 

30.61 

19.2 

32 

1.7 

CDI  engineering  services 

4.4 

10% 

2.40 

2.42 

7.62 

52.8 

41 

2.0 

Hartford  National  banking 

4.4 

19% 

3.51 

4.30 

1  An 
1  ,ou 

fi  A 
o.'t  - 

33.31 

13.8 

27 

NA 

Loews  multicompany 

4.4 

78% 

1 7.64 

1  7.70 

1  in 
1  .zu 

1  c 

l  .D 

71.01 

24.9 

51 

NA 

Consolidated  Edison  utility 

4.4 

21% 

4.5 1 

4.80 

2.6S 

12.5 

43.32 

11.1 

49 

1.7 

First  Union  Bancorp  banking 

4.4 

19'/2 

4.06 

4.38 

1.60 

8.2 

32.67 

13.8 

16 

NA 

American  Security/banking 

4.4 

30'/4 

5.97 

6.77 

2.20 

7.3 

44.45 

15.5 

5 

NA 

Noranda  Mines  copper  mining 

4.4 

24% 

4.89 

5.51 

1.20 

4.9 

16.15 

34.1 

27 

1.8 

Shaw  Industries/home  furnishings 

4.4 

5 

1.10 

1.12 

0.30 

6.0 

7.77 

15.9 

56 

3.8  I 

First  Natl  Supermarkets  grocery  stores 

4.4 

6% 

1.24 

1.45 

0.02 

0.3 

10.28 

14.7 

68 

1.4 

USAir'airline 

4.4 

17% 

2.64 

3.98 

0.12 

0.7 

13.76 

28.9 

55 

1.0 

Industrial  National  banking 

4.4 

19% 

4.02 

4.39 

1.60 

8.1 

23.99 

18.6 

50 

NA 

Travelers,  insurance 

4.4 

39% 

9.03 

8.85 

2.48 

6.2 

58.27 

16.1 

2 

NA  |l 

Not  applicable.    NM:  Not  meaningful    neg:  negative,    d:  deficit 
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Ingersoll-Rand  is  increasing  the 
gas  mileage  of  the  worlds  refineries. 


Our  power  recovery  systems  are  saving 
42  million  gallons  of  gasoline  a  year. 


Tucked  into  this 
maze  of  machinery  is  a 
uniquely  engineered 
system  that  is  saving 
U.S.  refineries  many 
millions  of  energy  dol- 
lars every  year. 

Ingersoll-Rand  power 
recovery  turbines  cap- 


ture vast  amounts  of 
energy  that  previously 
went  up  the  stack  as 
waste  gas. 

This  recovered  hot 
gas  energy  is  used  to 
drive  the  main  air  com- 
pressor that  is  the  heart 
of  the  catalytic  cracking 


process.  It  also  can  be 
used  to  drive  an  electric 
generator. 

Ingersoll-Rand  ma- 
chinery systems  of  this 
type,  installed  and  on 
order,  will  save  the 
energy  equivalent  of  42 
million  gallons  of  gaso- 
line a  year. 

Two  out  of  every 
three  refineries  with 
power  recovery  systems 
have  chosen 
Ingersoll-Rand  for  their 
needs.  As  the  recog- 
nized leader,  we  are 
geared  up  for  strong 
demand  for  our  energy 
saving  equipment  in 
the  1980s  from  many 
other  new  and  existing 
refineries  in  this  grow- 
ing market. 

Ingersoll-Rand  is  a 
$2.5  billion  company 
that  manufactures  a 
wide  variety  of  ma- 
chinery to  meet  the 
world's  expanding 
energy  needs 

Whatever  the  applica- 
tion, our  manufacturing 
philosophy  is  the 
same.  We  build  our 
machines  better  than 
they  have  to  be. 

Q  INGERSOLL-RAND 


For  our  annual  report  or  specific  product  literature,  write  to  Ingersoll-Rand  Company,  Dept.  119,  Woodcliff  Lake,  N.J.  07675. 


An  innovative  view  of  information  retrieval 


With  today's  paper  profusion,  vital  data  is  often  relegated  to  the  storeroom 


To  make  risk  management 
more  like  other  business  func- 
tions, Alexander  &  Alexander 
developed  a  unique  insurance 
broker  service,  ARIS  (Alexander 
Risk  Information  Service).  ARIS 
viewed  loss  records  through  the 
eyes  of  those  trying  to  cope  with 
them.  We  learned  that  vital  facts 
lay  buried  in  the  mass  of  records. 
That  loss  data  is  meaningless 
unless  it  can  be  manipulated  and 
made  manageable.  And  that  from 
frustration  come  possibilities, 
then  concepts  and,  finally  new 
systems  to  turn  mass  data  into 
effectual  risk  information. 

Integrated,  computerized 
data  on  demand 

Only  by  working  from  a 
client's  point  of  view  can  we  be 
company  gets  the  most 
imprehensive,  cost-efficient 


programs  possible. 

This  insider's  vantage  point 
enabled  ARIS  to  link,  through 
sophisticated  computer  tech- 
niques, two  formerly  incompat- 
ible systems:  the  output  of  a 
client's  internal  risk  data,  and  the 
output  of  loss  records  from  vari- 
ous sources.  Result:  a  synergistic 
boost  in  forecasting,  budgeting 
and  funding— a  coordinated 
client/broker  system  available 
today  only  through  A&A. 

Each  industry  has  different 
needs.  For  insurance,  for  risk 
management,  for  human  re- 
source management,  for  finan- 
cial services.  And  each  of  our  120 
offices  here  and  overseas  has  the 
facilities,  expertise  and  strength 


to  fulfill  the  requirements  of  any 
company  large  or  small,  in  any 
industry. 

We  think  a  big  reason  A&A 
has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


The  bargain  basement  revisited 

Long- 

Earnings  per  share 

Book 

term 

Price/ 

latest 

most  re- 

value 

Return 

debt  as 

earnings 

Recent 

fiscal 

cent  12 

 Indicated  

per 

on  book 

%  of 

Current 

Company/industry 

ratio 

price 

year 

months 

dividend 

yield 

share 

value 

capital 

ratio 

Jig  V  Supermarkets/grocery  stores 

4.5 

8 'A 

$1.86 

$1.83 

$0.30 

3.7% 

$9.05 

21.5% 

38% 

1.5 

Commerce  Bancshares  banking 

4.5 

2Wl 

4.70 

4.77 

1  .00 

7  A. 

39.75 

12.0 

6 

NA 

lank  of  Virginia  banking 

4.5 

12 

3.15 

2.65 

1.16 

9.7 

25.84 

10.5 

36 

NA 

Iherritt  Gordon/copper  mining 

4.5 

12% 

3.20 

2.82 

1.20 

9.4 

11.07 

25.5 

29 

2.2 

j'irst  Wisconsin  banking 

4.5 

27Vi 

5.53 

6.07 

1.88 

6.8 

48.64 

12.9 

25 

NA 

'ittsburgh  National  banking 

4.5 

40  % 

7.97 

8.87 

2.  SO 

7.0 

55.93 

17.1 

— 

NA 

■>  temper  insurance 

4.5 

31% 

6.82 

6.85 

1  dfl 
1 .  tu 

37.18 

20.2 

8 

NA 

)etroitbank  banking 

4.5 

22'A 

5.52 

4.89 

2.00 

9.0 

38.99 

13.4 

5 

NA 

k.  Schulman  plastics 

4.5 

16'/4 

3.57 

3.57 

0.62 

3.8 

22.51 

17.1 

15 

1.7 

ecurity  Pacific  banking 

4.5 

28% 

O.JU 

2.00 

7.0 

40.96 

16.7 

22 

NA 

Veils  Fargo  banking 

4.5 

24*/4 

5.75 

5.29 

1.92 

7.9 

38.91 

14.5 

47 

NA 

Vest  Point-Pepperell  textiles 

4.5 

42% 

9.32 

9.32 

O .  Z.O 

7  5 

68.70 

14.6 

27 

3.1 

>  ieorge  A  Hormelmeat  packing 

4.6 

17% 

3.18 

3.88 

0.84 

4.7 

21.24 

19.6 

12 

1.8 

Varnaco  apparel 

4.6 

I6V2 

3.28 

3.58 

0.80 

4.8 

19.18 

18.7 

37 

2.0 

i  Niagara  Frontier  Services/grocery  store 

4.6 

18% 

4.24 

4.09 

1.00 

5.3 

23.68 

20.0 

46 

1.7 

iraniteville  textiles 

4.6 

12'/4 

1.31 

2.65 

1.00 

8.2 

23.62 

11.7 

22 

3.3 

iiansas  Gas  &  Electric  electric  utility 

4.6 

14 

1.84 

3.02 

1  94 

1  3  9 

10./ 

20.41 

14.8 

59 

1.1 

Can  Imperial  Bk  of  Commerce  banking 

4.6 

22 

4.75 

4.71 

1.80 

8.2 

26.53 

17.8 

30 

NA 

k  uluminum  Co  of  America/aluminum 

4.6 

65% 

14.29 

14. 1 1 

3.20 

4.9 

73.18 

20.0 

27 

2.1 

jmarris  Bankcorp  banking 

4.6 

24 

5.22 

5.15 

2.00 

8.3 

51.16 

10.5 

— 

3.2 

'nilever  NV  multicompany 

4.6 

60% 

12.54 

12.97 

4.25 

7.0 

68.47 

18.3 

100 

0.6 

IS  Fidelity  &  Guaranty  insurance 

4.6 

41% 

8.27 

8.90 

2.80 

6.7 

44.34 

23.7 

— 

NA 

iuilford  Mills  textiles 

4.6 

26% 

5.67 

5.69 

0.60 

2.3 

17.67 

45.6 

21 

3.6 

ieorge  Weston  Ltd/food  processing 

4.6 

22% 

5.06 

4.87 

1.40 

6.1 

26.52 

18.4 

45 

1.3 

imesway  retail 

4.6 

8% 

2.29 

1.84 

0.12 

1.4 

13.64 

13.5 

47 

2.4 

iichigan  National  banking 

4.6 

18% 

4.39 

3.94 

1.20 

6.5 

31.48 

13.3 

25 

NA 

i-Caro  textiles 

4.6 

27 

5.75 

5.75 

9  9n 

x  1 

33.17 

17.3 

■  16 

3.7 

'nion  Carbide  chemicals 

4.6 

46  Va 

8.47 

9.86 

3.20 

6.9 

68.19 

15.8 

27 

2.0 

aty  Industries  multicompany 

4.7 

14'/4 

2.73 

3.03 



11.95 

25.4 

53 

2.2 

prings  Mills  textiles 

4.7 

16% 

3.98 

3.58 

1.20 

7.1 

39.78 

9.3 

14 

3.1 

/estern  Casualty  &  Surety/insurance 

4.7 

35% 

7.70 

7.61 

1.88 

5.2 

49.10 

16.6 

— 

NA 

ommercial  Metals  metal 

4.7 

29% 

6.20 

6.20 

1  n 

32.28 

22.1 

18 

1.8 

epublic  New  York/banking 

4.7 

30  Vi 

3.00 

6.44 

1.04 

3.4 

19.44 

38.2 

45 

NA 

merican  Water  Works/water  utility 

4.7 

ll'A 

2.40 

2.42 

0.96 

8.3 

31.47 

7.7 

68 

0.8 

arolina  Freight  Car  trucking 

4.7 

11% 

1.81 

2.39 

0.44 

3.9 

13.46 

22.7 

50 

1.1 

1  iegel  Textile  textiles 

4.7 

22 '/2 

3.55 

4.73 

1.80 

8.0 

33.29 

14.5 

25 

2.9 

exaco/oil  &  Kas 

4.7 

40 

6.48 

8.42 

9  ^0 

43.64 

21.5  • 

22 

1.7 

W  Wool  worth  retail 

4.7 

23% 

5.07 

4.96 

1.80 

7.6 

41.95 

11.8 

37 

1.5 

angor  Punta  multicompany 

4.7 

27% 

5.95 

5.84 

1.00 

3.6 

22.98 

29.4 

60 

2.3 

irst  Maryland  Bancorp  banking 

4.7 

20% 

4.04 

4.35 

1.20 

5.8 

27.45 

16.9 

23 

NA 

:  meritrust  banking 

4.7 

30 

6.24 

6.27 

272 

9.1 

57.39 

11.4 

— 

NA 

merican  Family  life  insurance 

4.7 

7% 

2.43 

1.59 

n  ad 

7  0 

10.16 

16.3 

20 

NA 

iS  Pierce  food  processing 

4.7 

91/4 

3.02 

1.93 

0.20 

2.2 

24.47 

7.9 

57 

.  1.7 

enn  Traffic  grocery  stores 

4.8 

14'/2 

3.03 

3.02 

1.20 

8.3 

21.55 

14.7 

33 

1.6 

[quitable  of  Iowa  life  insurance 

4.8 

15% 

3.75 

3.27 

1.20 

7.6 

30.03 

11.2 

32 

NA 

!  (orthwestern  Natl  Life  life  insurance 

4.8 

28 '/2 

5.50 

5.89 

1.25 

4.4 

47.11 

13.1 

— 

NA 

iott's  Super  Markets/grocery  stores 

4.8 

10% 

2.02 

2.09 

0.20 

14.22 

15.7 

3 

1.8 

ational  City  Corp  banking 

4.8 

34% 

6.79 

7.05 

2.75 

8.0 

44.67 

16.5 

14 

NA 

peeves  Brothers  textiles 

4.8 

32% 

7.71 

6.74 

2.20 

6.8 

51.63 

14.8 

17 

3.7 

!  ew  England  G&E  Assn/electne  utility 

4.8 

14 

2.50 

2.86 

1.72 

12.3 

19.48 

14.7 

57 

1.0 

i  lawmut  banking 

4.8 

46 

8.77 

9.39 

2.80 

6.1 

86.79 

1 1.5 

16 

NA 

1  CNBbanking 

4.9 

13 

2.46 

2.65 

0.80 

6.2 

17.92 

16.0 

34 

NA 

!  PF  tool!  processing 

4.9 

6% 

1  48 

1  3  7 

15.72 

9.7 

74 

— 

!  ulf  States  Utilities  electric  Utility 

4.9 

11% 

1.74 

2.28 

1   A  Q 

1 .4o 

1  1  T 
lO.i 

15.42 

14.8 

61 

0.5 

i  ransamt'fira  Corn  lite  insiir  inee 

4.9 

18% 

3.66 

3.70 

1.28 

7.0 

19.49 

20.4 

56 

NA 

S  Life  lite  insurance 

4.9 

19% 

3.91 

3.97 

0.72 

3.7 

21.85 

18.2 

37 

NA 

edmont  Aviation/airline 

4.9 

14'/h 

3.43 

2.85 

0.24 

1.7 

17.74 

18.7 

69 

1.2 

NA  Financial  insurance 

4.9 

17% 

4.70 

3.60 

19.11 

18.8  . 

33 

NA 

|    nited  Illuminating  electric  utility 

4.9 

18% 

3.94 

3.74 

2.68 

14.4 

30.22 

12.3 

55 

0.4 

i:  Not  applicable.    NM:  Not  meaningful,    neg  negative,    d:  deficit 

Source  Standard  &  Poor's. 
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Financial  Strategy 


Nothing  has  changed  for  centuries.  All  one 
really  needs  to  understand  the  present  is  to 
understand  the  times  of  Louis  XIV. 

INVESTING 
IN  FRANCE 


By  John  Train 


"I  know  what 
you're  looking  for, 
but  you're  not  going 
to  find  it  here  in 
France,"  said  the 
banker.  "I  read  your 
column.  You  look 
for  the  perfect  medi- 
I  um-size  high-tech- 
Hr  llBf  ^fl  I  nology  company 
^ — that  has  a  superior 
growth  rate  and  is  so  well  situated  in 
its  industry  that  it  can  pass  cost  in- 
creases right  on  to  the  customers.  A 
company  that  you  could  buy  and  be 
happy  with,  even  if  the  market  closed 
down  for  ten  years.  Well,  in  France 
you'll  find  few,  very  few." 

The  speaker,  a  dynamic  man  in  his 
mid-40s,  is  president  of  an  outstand- 
ing small  French  bank. 
Why? 

"Oh,  my.  Well,  it  goes  way  back  to 
the  fundamental  political  and  econom- 
ic structure  of  our  country.  Nothing 

John  Train  is  president  of  Train.  Smith,  Invest- 
ment Counsel,  New  York,  and  tlx'  aitt/xir  of 
The  Money  Masters  coid  Dance  of  the 
Money  Bees. 


has  really  changed  for  centuries.  If  you 
understand  the  France  of  Louis  XIV, 
you  understand  France  today.  Under 
Louis,  France  was  actually  matured  by 
the  king's  ministers,  the  way  you 
would  try  to  command  an  army. 

"Under  the  kings  of  France,  large- 
scale  private  industry  consisted  pri- 
marily of  monopolies  granted  to  royal 
favorites.  But  the  monopolies  could 
always  be  taken  away  the  same  way 
they  had  been  granted,  so  the  favor- 
ites went  to  great  lengths  to  be  sure 
they  remained  favorites.  Once  you 
had  gotten  a  monopoly  for  the  import- 
ing of  tobacco  or  the  manufacture  of 
some  kind  of  porcelain,  you  were 
fixed  for  life  unless  the  royal  court 
took  a  dislike  to  you.  So  in  your  acts 
and  utterances,  you  were  very  careful 
to  underline  that  you  were  a  loyal 
subject,  obedient  to  the  king's  will. 

"Today,  things  aren't  that  different. 
The  explicit  theory  of  the  French  gov- 
ernment is  that  decision-making  is 
centralized.  Quite  the  opposite  of 
your  idea.  So,  for  instance,  the  new 
Minister  of  industry  or  the  Minister 
of  Telecommunications,  often  a  very 
young  man  with  no  industrial  back- 
ground, decides  to  make  a  splash.  He 
decides  on  a  new  policy,  and  measures 


are  formulated  to  push  it:  governmei 
subsidies,  regulations,  big  orders  froi 
national  agencies  or  instrumenta 
ities.  Pretty  soon  he  gets  togethil 
with  a  handful  of  grands  patrons — til 
heads  of  giant  industrial  groups — an 
passes  the  word.  So  the  giant  industii 
al  groups  that  have  the  inside  track  l| 
the  government  and  the  ones  bej 
able  to  adopt  the  new  policy  get  to 
business.  Isn't  that  the  way  defenq 
business  is  handled  in  America? 

"That's  fine  for  defense,  but  n<| 
satisfactory  in  generating  plants  ( 
heavy  equipment  or  some  other  arci 
where  husiness  decision-making 
much  more  efficient  and  realist 
than  the  amateurish  and  political 
motivated  decisions  of  a  centralis 
bureaucracy. 

"In  a  world  where  competition 
extremely  professional — hyperprofej 
sional,  in  fact — a  world  containing 
Texas  Instruments,  IBM  and  the  gre4 
Japanese  companies,  amateurism  i 
the  top  simply  won't  do.  And  the  hugi 
French  industrial  groups  are  top-dowj 
bureaucracies — little  government 
themselves.  The  result  is  that  real  m: 
tiative  tends  to  be  frustrated  at  a  lo 
level,  and  what  should  be  whole  ne 
companies  are  in  fact  sluggish  divj 
sions  of  vast  conglomerates  that  an 
geared  up  to  get  government  busine9 
and  to  respond  to  government  push) 
ing  and  pulling. 

"When  I  go  to  America,  as  I  oftef 
do,  and  visit  scientific  companies, 
am  astonished  at  their  numbers,  an| 
the  vitality  and  creativity  that  the 
display.  The  U.S.  is  4  times  as  popu 
lous  as  France,  and  has  a  substantial! 
bigger  economy.  But  the  number  d 
exciting  and  creative  scientific  corn 
panies  is  not  4  times  bigger  or  1 
times  bigger.  It  is  hundreds  of  time 
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'A  study  by  the  National  Academy  of  Sciences  says  our 
country  will  have  to  rely  on  nuclear  power  and  coal 
to  meet  the  demand  for  additional  electricity  over  the 
next  decades.  This  supports  what  Middle  South 
recognized  back  in  the  1960's,  when  we  decided  to  build 
nuclear  plants  and  then  coal-fueled  plants  to  get  away 
from  total  dependence  on  natural  gas  and  oil.  Those 
decisions  are  already  bearing  fruit  and  will  continue 
to  benefit  both  customers  and  investors!' 


Middle  South  is  making 

If    energy  that 
A   J  makes 
ISi  111  sense. 


middle  rrrnn 

SOUTH  ■U"M 

UTILITIES 

INC. 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  6?  Light  Company 
New  Orleans  Public  Service  Inc. 


George  F.  Bennett,  President,  State  Street  Investment 
Corporation,  Boston,  Massachusetts,  A  director  of  Middle 
South  Utilities,  Inc. 


HIGH  INCOME  INVESTORS: 


FOR  A  TAX-FREE 
MONEY  MARKET  ADVANTAGE! 


Have  you  considered  the  benefits  of  swap- 
ping out  of  municipal  bonds  and  into  a  tax- 
free*  money  market  fund? 

With  Fidelity  Tax  Exempt  Money  Market 
Trust  you'll  not  only  have  the  benefit  of  a 
1980  tax  loss,  but  you'll  also  enjoy  these  addi- 
tional advantages: 

1 .  Stability  of  principal 

2.  A  professionally  managed  portfolio  of 
short-term  obligations 

3 .  No  sales  charge 

4.  Free  check  redemption 

The  initial  minimum  investment  is  only 
$20,000.  Call  Fidelity  today  for  more 
information. 


FIDELITY 

TAX-EXEMPT 

MONEY  MARKET  TRUST 

Designed  for 
accounts  of  $20,000  or  more 

P.O.  Box  832.  Dept.  JB  120880 

82  Devonshire  St. ,  Boston,  Mass.  02103 

For  more  complete  information,  includ- 
ing fees  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest. 


Orgamratiun 


Tel 


may  be  subject  to  some  state  and  local  taxes  |_ 


City  Stale  Zip 

O  Personal    D  Professional  Advisor    D  Institutional 


SHARING 


CARING 


bigger.  Consider  this.  Is  there  eve 
one  French  high-tech  company  that 
taken  seriously  in  the  U.S.?" 

I  had  to  admit  that  I  could  not  thinj 
of  one. 

"And  yet  here,  in  every  single  se< 
tor,  from  information  processing  an 
office  equipment  to  aeronautics  an 
atomic  energy,  the  effective  compet 
tors  always  include  the  better  Amer 
can  companies  in  that  field.  It  seerrj 
to  me  that  the  famous  'Americai 
challenge'  that  [ean-Jacques  Servarl 
Schreiber  used  to  talk  about  is  in 
way  getting  more  serious  in  industry 
even  as  it  fades  in  terms  of  interna 
tional  political  leadership. 

"Another  example  of  this  probler 
in  France  is  the  unsatisfactory  rela 
tionship  between  government-spori 
sored  research  and  the  application  ( 
that  research  to  the  country's  need 
There  are  a  number  of  very  effectiv 
national  research  organizations:  th| 
CNRS  for  pure  research  and  physic 


In  a  world  where  competi 
tion    is    extremely  profe 
sional — in  fact,  hyperprqfe 
sional — a  world,  containi 
Texas  Instruments,  IBM  and 
the  great  Japanese  compa 
rites,  amateurism  at  the  toj\ 
simply  wont  do. 


sciences,  INRA  for  agronomics 
CNEXO  for  oceanography.  Our  ow: 
organization  should  logically  be 
prime  consumer  of  their  output.  Bu| 
we  can't  get  access  to  it.  Similarly,  tH 
research  done  in  universities  is  pretd 
much  a  dead  letter  as  far  as  helpim 
industry  is  concerned." 

"But  are  there  really  so  few  excel 
lent  high-growth  French  specialt 
companies-"  I  asked. 

"Well,  they  exist  but  generally  no 
where  you  would  expect  to  find  then 
in  the  States — in  the  high-technologj 
area.  A  number  of  the  mterestim 
growth  companies  exist  because  of  thi 
very  circumstances  surrounding  ou] 
institutions  that  I  was  just  describing 
A  case  of  what  you  might  call  mandal 
ed  prosperity.  For  instance,  because  a 
governmental  regulation,  it  is  ei) 
tremely  hard  to  fire  people.  As  a  resull 
temporary  employment  companies 
like  your  Manpower,  Inc.,  are  tremeri 
dously  successful  here.  Two  of  our  bes 
are  Sis  and  Ecco.  Both  have  a  substan 
tial  growth  rate  of  well  over  20% 
year,  and  are  selling  for  approximatel 
7  or  8  times  earnings. 

"And,  of  course,  Club  Me'diter 
ranee.  It's  a  household  word,  well  ruri 
in  the  mass  end  of  the  travel  marke 
and  attractively  priced.'  ■ 
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Photography  by  Walter  looss,  Jr  for  Spoils  Illustrated 


The  man  who  closed  the  Open. 


Some  moments  never  end. 

Tack  Nicklaus'  triumph  in  the 
1980  U.S.  Open  at  Baltusrol  was  one 
of  them. 

It  marked  his  fourth  Open  title 
and  eighteenth  major  championship. 

It  also  closed  the  door  on  the 
question,  who's  the  greatest  golfer 
ever. 

And  put  Jack  right  where  lie 
belongs:  among  the  greatest  per- 
|ormers  in  all  of  sports  history. 

Sports  Illustrated  was  right  there 


with  him.  Not  merely  to  cover  him. 
Hut  to  capture  his  intensity  and 
magic. 

We  did  it  in  words  and  last-close 
color  photography  created  by  a 
stall  as  dedicated  to  tfieirwork  as 
Nicklaus  is  to  his. 

And  we  do  this,  each  week, 
superbly  enough  to  attract  lb  mil- 
lion avid  readers.  Young,  intelligent 
readers.  Readers  with  money  to 
spend. 

This  national  audience  is  Sports 


niustrated's  basic  advertising  buy. 
And  when  you  have  special  market- 
ing problems,  we  also  offer  a  range 
of  special  geographic  and  demo- 
graphic editions. 

Sports  Ilhistrated's  news:  It's 
some  of  the  biggest  new  s  in  the 
world  each  week. 

Be  a  part  of  it. 

Sports  Illustrated 

America's  Sports  Newsweekly. 

c  1980  Time.  Inc  AH  rights  reserved 


Statistics  show  that  the  typical 
Ley  executive  must  severelylower  his 
standard  of  living  after 
retirement. 


It's  an  all  too  familiar  scenario. 

One  of  the  worst  economic  prob- 
lems facing  the  corporate  executive  today 
is  how  to  maintain  financial  stability  after 
retirement. 

W  hen  the  typical  corporate  execu- 
tive retires,  his  pension  plan  pavs  him  less 
than  one  hall  of  his  best  five  vears"  average 
income.  An  executive  whose  top  income  has 
averaged  $100,000  per  \  ear  would  receive 
under  $50,000  per  vear  at  age  65.  If  the 
past  is  indicative  of  the  future,  one  can  read- 
ily see  the  disastrous  effect  inflation  will 
have  on  those  dollars. 

Now  is  the  time  to  implement  a 
program  of  supplemental  retirement  benefits. 

We  re  Worth  Corporate  Planning. 

Our  onlv  business  is  designing  and 
implementing  deferred  compensation  and 
supplemental  retirement  programs. 

Worth  is  an  independent  insurance 
organization  dedicated  to  excellence  in  pro- 
gram design  and  sen  ice. 

L  nlike  most  of  our  competition, 
because  we  are  independent,  we  can  select 
for  our  clients  the  most  competitive  products 
available  in  the  marketplace. 

Worth  is  prepared  to  help  the  cor- 
poration choose  and  implement,  from  all 
available  options,  a  cost-effective  benefits 
program  in  which  the  corporation  retains 
complete  control  of  participation,  funding 
and  vesting  (with  no  ERISA  reporting 
required)  while  providing  selected  employ- 
ees substantially  greater  financial  security 
for  themselves  and  their  families.  Thereby 
improving  corporate  effectiveness. 

We've  performed  for  some  of 
America  s  largest  corporations.  Let  us  per- 
form for  vou. 

Ask  for  our  President.  Peter  J. 
Worth.  Or  Irwin  Smiley.  \.  P:  Marketing. 

H  J  J  Worth  Corporate  Planning. 

Executive  Offices:  380  Lexington  Ave.. 
Vw  York.  N.Y.  10017.  Tel:  (212)  986-0400. 


When  was  the  last  time 
your  family  had  a  reunion? 


ratio  of 
Swill  be  2-ti 

illation,  sap 


When  was  the  last  time  you  had  a  friendly  argument 
with  your  Uncle?  Or  tasted  Grandma's  apple  pie? 

Last  Sunday?  Last  year?  Too  long  ago? 

Then  maybe  it's  time  you  rediscovered  the  family  spirit. 
And  the  chance  to  share  the  joys  that  are  unique  to 
each  American  family. 

At  USLIFE  Corporation,  we  strongly  believe  in  the 
spirit  of  the  family.  After  all,  count- 
less American  families  have  made 
USLIFE  what  it  is  today — one  of  the 
biggest  life  insurers  in  the  country. 

We  also  provide  families  across  .  r  r         .,         ff  . 

life  is  a  family  affair 


IRilFE 


America  with  everything  from  consumer  credit  to  savim 
plans  and  title  insurance.  In  fact,  with  ten  life  insuram 
companies  and  ten  other  financial  services  companies 
in  our  organization,  you  might  say  USLIFE  is  a  family,  tc 
A  family  of  companies. 

Let  the  USLIFE  family  insure  the  strength  of  your 
family.  Just  look  for  the  USLIFE  company  where  you  liv 
And  why  not  make  plans  for  yo 
family's  get-together  soon.  You  mat 
have  the  time  of  your  life. 


USLIFE  CORPORATION 

125  Maiden  Lane.  N  Y  .  N  Y  10038 


Our  family  of  companies 

Jniti  :  siates  Life  Insurance  Company  •  USLIFE  Life  Insurance  Company  of  California  •  USLIFE  Credit  Life -Great  National  Life 'Old  Line  Life- All  American  Life 'General  United  Life 
loner  Life  •  Security  of  America  Life  'USLIFE  Advisers,  Inc.  -  USLIFE  Credit  Corporation  -  USLIFE  Equity  Sales-  USLIFE  Financial  and  Insurance  Services  -  USLIFE  Realt' 
teServ  res  •  USLIFE  Savings  and  Loan  Association  •  USLIFE  Systems  •  USLIFETitle  Insurance  Company  of  Dallas  •  USLIFE  Title  Insurance  Company  of  New  York 
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Social  Security— 
don't  count  on  it 

p  our  personal  tab  for  Social  Security 
will  probably  be  close  to  $2,000  in 
1981,  and  it's  mandated  to  rise  a 
lore  in  years  to  come.  Yet  the  more 
ey  you  and  your  employer  pump  into 
il  Security,  the  less  likely  you  are  to 
iack  a  reasonable  share  of  those  con- 
itions  when  you  retire.  Sound  weird? 
lat  baffling  non  sequitur  is  only  part 
ie  bad  news  about  the  entire  Social 
rity  system  recently  revealed  by  the 
Economic  Committee  of  Congress, 
observations  and  recommendations 
ained  in  that  report  make  undeni- 
that  which  you  have  doubtless  long 
scted:  If  you  are  now  fairly  young, 
een  25  and  35,  say,  Social  Security 
not  offer  you  much  more  than  pin 
ey  when  you  retire  despite  the  spi- 
'e  amounts  of  cash  you  and  your  em- 
pr  are  paying  in.  (By  1984  those 
pnts  will  be  nearly  triple  what  they 
in  1974. See  table.) 

pong  the  more  painful  observations 
e  recent  report: 

Increasing  employer  and  employee 
ributions  to  Social  Security  only 
en  things  because  they  discourage 
pmic    expansion — meaning  fewer 
| hence  fewer  contributors.  (Money 
ed  into  the  Social  Security  system 
directly  to  recipients,  of  course;  it 
ery  little  to  increase  employment 
er  investment.) 

Today   about   three   workers  pay 
into  the  system  for  each  person 
ng  benefits  from  it.  In  40  to  50 
the  ratio  of  contributors  to  benefi- 
s  will  be  2-to-l. 

\.s  workers'  real  income,  after  taxes 
iflation,  sags,  and  as  beneficiaries' 
ion-indexed  payments  rise,  it  is  in- 
ngly  difficult  for  the  Social  Security 
n  to  make  ends  meet.  "In  the  past, 
mpamiijbrcentage  increases  in  revenues  ex- 
d  the  cost  of  the  beneficiaries'  in- 
:s,  because  productivity  gains  in- 
that  wages  usually  rose  more  than 
,"  says  the  report.  "In  the  current 
ation  environment,  this  is  no  long- 
case." 

committee  did  offer  possible  solu- 
to  the  ills  in  the  Social  Security 
n,  but  allowed  that  some  were  "un- 
ar  and  unrealistic."  To  wit: 
Congress  might  gradually  increase 
e  at  which  Social  Security  benefits 
d.  "Future  potential  GNP  may  not 
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be  realized  unless  older  Americans  are 
encouraged  to  continue  working,"  said 
the  report. 

•  Social  Security  earnings  limits 
might  be  changed,  so  that  a  retiree  could 
earn  more  without  surrendering  benefits. 

•  Greater  encouragement  should  be 
given  to  private  pension  systems,  for 
they  are  a  major  source  of  investment 
capital  and,  hence,  jobs. 

•  The  Social  Security  system  could  be 
funded  in  part  from  nonpayroll-tax  de- 
ductions; or  from  taxes  on  the  recipients' 
Social  Security  benefits;  or  through  use 
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It  started  as  a  fleabite 


Annual  social  security  taxes  on  both 
individuals  and  employers  have  risen 
65-fold  since  the  system  started  in 
1937,  but  it  is  still  going  broke  fast. 
Here  is  what  your  taxes  looked  like 
back  then,  and  what  the  future  holds. 


Maximum 

Maximum 

Tax 

wages 

annual  tax 

Year 

rate 

taxable 

contribution 

1937-49 

1.00% 

$3,000 

$30 

1950 

1.50 

3,000 

45 

1951-53 

1.50 

3,600 

54 

1954 

2.00 

3,600 

72 

1955-56 

2.00 

4,200 

84 

1957-58 

2.25 

4,200 

95 

1959 

2.50 

4,800 

120 

1960-61 

3.00 

4,800 

144 

1962 

3.13 

4,800 

150 

1963-65 

3.63 

4,800 

174 

1966 

4.20 

6,600 

277 

1967 

4.40 

6,600 

290 

1968 

4.40 

7,800 

343 

1969-70 

4.80 

7,800 

374 

1971 

5.20 

7,800 

406 

1972 

5.20 

9,000 

468 

1973 

5.85 

10,800 

632 

1974 

5.85 

13,200 

772 

1975 

5.85 

14,100 

825 

1976 

5.85 

15,300 

895 

1977 

5.85 

16,500 

965 

1978 

6.06 

17,700 

1,071 

1979 

6.13 

22,900 

1,404 

1980 

6.13 

25,900 

1,588 

1981 

6.65 

29,700 

1,957 

1982 

6.70 

30,000 

2,010 

1983 

6.70 

31,800 

2,131 

1984 

6.70 

33,600 

2,251 

Source.  Social  Security'  Administration 
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of  general  revenues,  especially  during  pe- 
riods of  high  unemployment.  (For  every 
million  workers  laid  off  for  one  month  in 
1980,  the  Social  Security  system  lost 
$100  million  in  contributions.) 

The  irony  in  all  this  is  that  the  Social 
Security  system  seems  perched  on  the 
verge  of  collapse  just  at  the  time  when 
individuals'  contributions  are  really 
starting  to  hurt.  For  not  only  is  the 
amount  of  earnings  subject  to  Social  Se- 
curity taxes  rising,  so  is  the  rate  of  that 
nondeductible  tax.  Next  year,  for  exam- 
ple, if  you  earn  at  least  $29,700,  your 
contributions — and  your  employer's 
too — will  amount  to  $1,975.05  for  the 
year.  That  is  $387.35  more  than  the 
maximum  tax  this  year,  and  more  than 
double  what  the  maximum  was  only  in 
1977.  By  1987,  according  to  one  esti- 
mate, you  will  have  to  kick  in  $3,045.90 
(presuming  you  then  earn  at  least 
$42,600).  That  amount  is  over  100  times 
what  the  annual  contribution  was  when 
Social  Security  began. 

How  much  money  have  you  actually 
contributed  to  Social  Security  yourself? 
The  amount  paid  thus  far  has  probably 
not  been  as  great  as  you  might  think, 
even  if  you  have  long  been  a  contributor. 
If,  for  example,  you  started  putting  mon- 
ey in  as  early  as  1937,  the  very  first  year 
of  the  system,  and  you  paid  the  maxi- 
mum amount  each  year  including  1980, 
your  total  cash  contributions  would  add 
up  to  only  $12,790.  (And,  since  the  maxi- 
mum individual  retirement  benefit  is 
now  $654  per  month,  you  would  collect 
more  than  that  in  just  a  few  years.) 

It  is  in  the  years  to  come  that  the 
contributions  will  really  add  up.  By  one 
estimate,  if  you  are  now  27,  for  example, 
and  retire  at  65,  your  own  contributions 
and  those  of  your  employer  from  now  on 
alone  will  total  $225,405,  assuming  you 
pay  the  maximum  amount  each  year  and 
the  maximum  does  not  change  after 
1987.  If  you  are  now  37,  the  total  pot 
would  amount  to  $164,587.  If  you  are 
now  47,  make  that  $103,769.  And  those 
contributions  do  not  include  interest. 

If  those  monies  were  set  aside  in  a 
personal  account  with  your  own  name 
on  it,  and  allowed  to  accumulate,  tax- 
free,  at  a  measly  7.5%,  today's  27-year- 
old  would  wind  up  with  a  nest  egg  at  age 
65  of  about  $1.1  million.  The  37-year-old 
would  be  worth  $475,730;  the  47-year- 
old  $189,007.  That's  not  how  the  system 
works,  of  course. 

Obviously,  significant  changes  in  the 
Social  Security  system  are  coming,  prob- 
ably as  early  as  next  year.  But  as  disabil- 
ity and  health  insurance,  if  not  for  your 
own  retirement,  it  will  remain  an  impor- 
tant benefit.  So  it  is  worth  it  for  you  to 
make  sure  that  the  government  is  keep- 
ing the  proper  records  of  your  payments. 
You  have  to  make  the  payments  anyway 
(unless  you  are  a  congressman  or  other 
federal  employee).  The  time  to  straight- 
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en  out  an  error  in  the  system  is  not  when 
you  are  disabled  or  retired. 

Actually,  checking  up  on  your  own  So- 
cial Security  account  is  easier  than  you 
might  expect.  And,  thanks  to  changes  in 
the  law,  it  is  no  longer  expensive. 

To  check  on  my  own  records,  I  filled 
out  and  mailed  in  a  preprinted  postcard, 
available  free  from  any  local  Social  Secu- 
rity office.  The  instructions  indicated 
that  I  had  also  to  include  a  check,  in  my 
case  for  $49,  in  order  to  get  a  complete 
statement  of  earnings.  Note:  That's  not 
contributions,  but  reported  earnings  on 
which  Social  Security  tax  was  paid. 

Two  weeks  later,  however,  after  send- 
ing the  postcard  and  check  to  the  Social 
Security  Administration,  P.O.  Box  57^ 
Baltimore,  Md.  21203,  I  received  my  un- 
canceled check  back  with  a  notice:  "As  a 
result  of  the  Privacy  Act,  we  can  now 
furnish  you  the  information  you  request- 
ed without  charge."  Thus,  it  is  no  longer 
necessary  to  pay  the  system  to  find  out 
how  much  money  you  have  already  been 
paying  it. 

A  few  weeks  later  I  received  the  fol- 
lowing data: 

•  A  statement  of  my  earnings  for  each 
of  the  last  three  years  for  which  posting 
had  been  completed  (1979  had  not  been 
done  yet). 

•  Total  earnings  credited  to  my  ac- 
count for  the  years  1951-1975  (even 
though  I  did  not  begin  working  until  the 
early  1960s). 

•  The  total  amount  of  my  "covered" 
earnings  from  the  time  I  began  contrib- 
uting until  1979.  (The  total,  by  the  way, 
was  a  mere  $162,824 — less  than  what  I 
had  actually  earned  over  all  those  years, 
of  course.)  But  the  Social  Security  records 
only  record  the  FICA  earnings  you  show 
each  year.  Once  you  have  reached  the 
maximum  level  of  contributions — say, 
$16,500  in  1977— the  SSA  has  no  inter- 
est in  the  additional  earnings  you  have 
made  during  the  year. 

The  statement  of  earnings  is  also  ac- 
companied by  a  rather  spooky  notice.  It 
states  that  if  there  is  an  error — if  your 
earnings  are  missing  or  incorrect  for  ex- 
ample— you  should  contact  the  adminis- 
tration promptly.  "It  is  important  that 
your  record  be  correct  because  entitle- 
ment to  monthly  benefits  and  Medicare 
will  depend  on  it,"  reads  the  notice. 

But  get  this:  If  you  wait  more  than 
three  years,  three  months  and  15  days 
after  the  year  an  error  occurs,  "correc- 
tions may  not  be  possible." 

Moral:  It's  a  good  idea  to  check  on 
your  Social  Security  statement  of  earn- 

162 


ings  at  least  every  three  years  to  make 
sure  you  are  being  properly  credited  for 
contributions.  Especially  now  that  the 
checking  process  is  free. 

Classy  weekend  deals 

Usually  jammed,  even  some  of  the 
best  hotels  around  the  country  can 
go  begging  on  weekends.  A  few 
started  to  offer  discounts  to  fill  empty 
rooms  on  Saturdays  and  Sundays.  The 
practice  is  now  widespread  and  a  lot 
more  imaginative.  Herewith,  a  sampler 
of  some  of  the  more  noteworthy  deals 
designed  to  attract  you  and  your  spouse 


or  a  friend  to  come  earlier,  stay  la 
simply  bail  out  of  the  suburbs  for  a  \ 
end  breather  away  from  the  kids. 

New  York 

The  Plaza,  smack  on  Central  Pa 
59th  Street,  is  probably  the  best  loc 
in  the  city  for  a  weekend  getaway 
"weekend  for  two"  package  is  $36C 
a  lot  of  extras  are  included  along  wit 
two-night  stay  in  a  double  room.  Tl 
champagne  on  arrival,  a  full  breakfj 
your  room  either  Saturday  or  Sunda 
a  dinner  in  the  Edwardian  Room, 
looking  the  park.  If  you  prefer  a  suit 
tab  comes  to  $600,  with  the  same  e: 
The  "Plaza  honeymoon"  is  a  one- 
affair,  with  champagne  and  a  full  b 
fast  the  following  morning.  Price: 
for  a  double,  $300  for  a  suite. 

The  Westbury  Hotel,  at  East 
Street  and  Madison  Avenue,  has  en 
empty  rooms  on  weekends  to  offer 
very  attractive  deals.  The  simplest 
sion,  which  includes  a  chamj 
brunch  for  two  in  the  Polo  Lounj 
$170  per  couple,  tax  and  tips  incll 
There  are  frills  you  can  add  on  to 
too,  including  theater  tickets  anc 
certificates  redeemable  at  nearby  < 
and  boutiques,  at  additional  cost.  N 
refurbished,  the  Westbury  ranks  ai 
the  city's  least  hassling  hotels. 

Another  quiet  spot  is  the  U.N.  1 
Hotel,  located  hard  by  the  U.N.  at; 
Avenue  and  44th  Street.  For  $17Cj 
can  get  room,  full  breakfast  one  moi 
and  use  of  the  hotel's  exercise  room) 
swimming  pool. 

If  the  St.  Regis,  at  55th  Street 
Fifth  Avenue,  is  your  favorite,  the  M 
end  deal  is  notable.  Considering 
weeknight  room  rate  of  $1 15  and  up 
double  (typical  of  New  York's  bette 


Chicago's  Tremont,  near  Michigan  Avenue 
Packages  start  at  $1 20. 


I 

II  $1 

men 


e,  the 


igton 's  Fairfax  on  Embassy  Row 
>■   tra  charge  far  the  limo. 

inki  the  $175  weekend  rate  for  two — 
extras  tossed  in — makes  a  lot  of 
Included  are  brunch  on  Saturday, 
East  on  Sunday  and  a  cocktail  in  the 
Zole  Room. 
Berkshire  Place,  at  East  52nd 
and  Madison  Avenue,  has  just 
iven  a  $9.5  million  face-lift  by  new 
Sat:  s,  and  it  shows.  Its  "classic  week- 
at  $140  per  couple  is  quite  a  bar- 
included  are  two  breakfasts,  a  bot- 
iwine,  chocolates,  fresh  flowers  in 
r   oom.  During  December,  for  an  ex- 
1,6,  you  can  get  two  tickets  to  The 
cker  at  Lincoln  Center,  plus  use  of 
sine  shuttle  to  take  you  shopping. 
Essex  House,   160  Central  Park 
flagship  of  the  Marriott  chain, 
lesigned  especially  for  executive 
;rs.  It  goes  out  of  its  way  to  make 
iel  like  the  chairman  of  the  board — 
:  ing  at  checkout  time.  Its  "million- 
escape"  is  in  tune  with  the  style  of 
iisex  House:  A  suite  overlooking 
ul  Park  for  you  and  your  whomever 
for  the  first  night  and  $125  for 
ond.  Dinner  and  breakfast  are  in- 
.  If  you  don't  want  a  spectacular 
try  the  "escape  package"  plan, 
is  $154.90  for  the  first  night  and 
the  second  and  includes  a  dinner 
King's  Wharf  restaurant  and 
st  one  morning. 

t.  Moritz,  50  Central  Park  South, 
ffer  a  bit  in  comparison  with  oth- 
side  hotels,  like  the  Plaza  and  the 
ouse,  but  its  package  deals  are 
beat  on  price.  "Le  Manhattan" 
nly  $69  per  night  for  a  double 
including  breakfast  at  Rumpel- 
's restaurant.  The  hotel  also  offers 


a  theater  package  that  even  New  Yorkers 
go  for.  For  $135  you  get  orchestra  seats 
for  the  show  of  your  choice,  plus  one 
night's  stay  and  breakfast.  (Reserve  well 
in  advance  for  tickets.) 

Not  only  the  luxury  hotels  have  week- 
end deals.  At  the  Summit,  Lexington 
Avenue  near  51st  Street,  there's  a  special 
that  includes  one  night  at  the  hotel,  din- 
ner and  breakfast  and  free  parking — all 
for  $114.  Or,  for  $190,  you  also  get  an 
additional  night's  stay  (no  breakfast)  plus 
dinner  and  tickets  to  a  Broadway  show. 

The  Sheraton  Centre,  Seventh  Avenue 
and  52nd  Street,  has  several  plans.  The 
least  expensive  is  $64  per  couple  daily  for 
a  room,  no  extras.  That  can  go  up  to  $130 
per  night  if  you  include  breakfast,  or  Sun- 
day brunch,  plus  one  dinner  at  Rainiers 
restaurant.  The  superdeluxe  weekend 
plan  for  $237.50  per  couple  includes  a 
continental  breakfast,  Sunday  brunch, 
dinner  and  a  choice  of  either  a  bus  tour  or 
helicopter  ride  around  the  Big  Apple.  The 
Sheraton,  walking  distance  from  most 
Broadway  theaters,  also  offers  a  theater 
package  for  $182  per  couple.  There  are 
deals  within  deals  at  this  hotel.  Check 
out  the  options  in  advance. 

Los  Angeles 

The  Bonaventure  Hotel,  located  in  the 
heart  of  downtown,  offers  a  standard 
package — $98  per  couple  for  two  nights, 
with  free  parking.  The  Bonaventure  also 
offers  the  most  lavish  deal  in  town,  when 
money  is  no  object.  Here's  what  $999 
will  get  for  you;  Friday  and  Saturday  ac- 
commodations in  a  penthouse  suite,  a 
one-hour  cocktail  party  for  as  many  as  25 
people,  four  hours'  use  of  a  chauffeured 
limo,  two  breakfasts,  one  dinner  and  ad- 
mission and  cocktails  in  the  hotel's 
Cabaret  for  as  many  as  four  persons,-  and, 


of    course,    there    is    free  parking. 

The  Century  Plaza  Hotel,  at  the  other 
end  of  town,  in  Century  City,  offers  one- 
and  two-night  packages,  at  $98  and  $186 
for  two,  that  include  a  welcome  cocktail 
and  one  breakfast  per  person. 

The  Beverly  Hilton  in  Beverly  Hills 
likewise  has  an  attractive  package.  The 
"rainbow  weekend"  includes  a  two- 
night  stay,  wine  and  cheese  or  a  fruit 
basket  in  your  room,  two  brunches  or 
breakfasts,  late  checkout  privilege  and 
three  hours'  free  use  of  a  chauffeured 
limo  to  shop  on  Saturday.  Cost:  $220. 

Chicago 

The   traditional-style  Raphael,  201 

East  Delaware  Place,  charges  $99.90  per 
couple  for  a  two-night,  three-day  stay. 
The  "suite  weekend"  also  includes  a  $15 
dinner  credit  and  continental  breakfasts. 


The  Westbury  Hotel,  East  69th  Street,  New  York 
A  weekend  for  two  runs  $  1 70. 
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NEXT 
TO  US, 

NORELCO 

IS  JUST 

A  LITTLE 

SHAVER. 


As  a  matter  of  fact,  we  even  cut  Norelco's 
parent  company  down  to  size.  Last  year  at  North 
American  Philips,  they  had  a  net  income  of  $82 
million,  after  grossing  $2.4  billion  in  sales. 

Last  year  at  Genstar,  our  net  income  was  about 
$100  million.  That  was  from  a  gross  of  a  little  over 
$1  billion.  And  with  our  new  Flintkote  acquisition, 
we'll  be  close  to  $2  billion  this  year.  Not  too  bad  for 
a  company  you've  never  heard  of. 

Genstar.  We're  in  land  development,  housing, 
and  financial  services.  We  make  cement.  We  make 


building  materials.  But  more  important,  we  make  a 
nice  profit.  Enough  to  double  our  shareholders'  divi- 
dends over  the  past  two  years. 

If  you'd  like  to  know  how  we  do  it,  just  ask 
your  broker.  He's  probably  spotted  us  on  the  New 
York  Stock  Exchange. 

For  even  more  details,  give  us  a  call  at  800- 
648-5600  ( In  Nevada,  800-992-5710).  Either  way, 
ask  for  Operator  153,  and  we'll  send  you  one  of  the 
most  interesting  success  stories    gtmmmm^m  n 
you've  never  heard  <  >f.  wENSTAK 
OUR  SUCCESS  IS  UNHEARD  OF 


N  tl  Ico  is  a  registered  trademark  of  the  North  American  Philips  Co. 


Executive  Offices,  Three  Embarcadero  Center,  San  Francisco.  CA  94111 
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e  elegant  Tremont,  on  East  Chest- 
>treet,  has  several  attractive  pack- 
The  "whirlwind  weekend"  is  $120 
suple,  and  includes  one  continental 
fast.  (The  normal  weekday  double 
is  $89  and  up.)  The  "theatrical 
at  $174  per  couple,  includes 
pagne  on  arrival,  tickets  to  a  show 
e  Drury  Lane  Theater  or  the  St. 
olas  Theater  and  one  continental 
fast. 

2  Tremont's  "inner  view"  package, 
l  includes  free  use  of  a  car  for  two 

and  unlimited  mileage,  depends 
your  choice  of  wheels,  but  starts  at 

Also  thrown  in:  admissions  to  the 
Hancock  Observatory  and  one  con- 
tal  breakfast. 

if  you  want  to  do  the  city  up  in  a 
er  that  would  befit  an  Al  Capone, 
s  the  "Chicago  in  style"  deal.  For 
you  and  your  spouse  can  tool 
d  in  a  chauffeured  limo  for  three 
on  Saturday;  go  on  a  special  guided 
ifari"  walking  tour  of  the  city,-  and 
n  a  Sunday  brunch  in  the  hotel's 
Cricket's  restaurant  (linked  to 
York's  21  Club). 

)u  want  to  pull  out  all  the  stops,  try 
uxury  weekend"  at  the  Whitehall 
105  East  Delaware  Place.  There's 
uch  of  a  discount  from  the  regular 
f  $270  per  couple  for  two  nights, 
e  frills  are  loaded  on.  You  can  have 
and  cheese  delivered  to  your  room 
/  time,  a  $50  Bonwit  Teller  gift 
cate,    dinner    at    the  excellent 
I  hall  Club  and  Sunday  breakfast. 
|  superior  Ritz-Carlton,  East  Pear- 
I  treet  off  Michigan  Avenue,  has 
nd  deals  as  well,  but  they  are  still 


"deluxe  interlude"  for  two  nights, 
days  is  $349  per  couple  with  din- 
champagne,  two  tickets  to  the 
i  Lane  Theater,  breakfast  in  bed  or 
>ffee  shop  and  use  of  swimming 
nd  health  spa. 

Mayfair  Regent,  another  popular 
hotel  on  the  lakeshore,  has  week- 
ckages  in  the  same  price  range  as 
hitehall,  with  full  breakfast  each 
ig  and  champagne. 
Ambassador  East,    1301  North 
3arkway,  offers  a  room  for  Friday 
turday  night,  breakfast  each  morn- 
dinner  on  Saturday  night  at  the 
Room — all  for  $186  per  couple. 
Hyatt  Regency,  151  East  Wacker 
the  best  of  the  big,  glitzy,  conven- 
otels,  has  a  "Hyatt  weekend," 
covers  a  two  nights'  stay,  along 
$40  credit  to  use  in  the  restau- 


rants,  including  popular  Truffles,  or  for 
use  on  a  car  rental.  Total  cost:  $187  per 
couple.  The  "spirit  of  romance"  package 
is  $207  a  couple,  which  includes  a  fifth  of 
California  champagne  on  arrival,  a  steak- 
and-egg  breakfast  (also  with  champagne) 
and  a  $25  dining/cocktail  credit  for  the 
hotel's  restaurants. 
Washington 

The  Hay  Adams,  800  16th  Street,  across 
Lafayette  Park  from  the  White  House,  has 
a  popular  package  priced  at  $180  per  cou- 
ple. The  "weekend  of  elegance"  includes  a 
room  Friday  and  Saturday  nights  with 
champagne  on  Friday,  breakfast  in  bed 
Saturday  morning  as  well  as  brunch  on 
Sunday. 

At  the  antique-filled  Fairfax,  2100 
Massachusetts  Avenue,  there's  the 
"Washington  in  style"  package  at  $258 
for  two  on  Friday  and  Saturday  nights.  It 
includes  a  free  drink,  private  use  of  a 
limousine  for  three  hours  on  Saturday 
and  dinner  at  the  Jockey  Club.  You  can 
trade  the  dinner  for  tickets  to  a  show  at 


Kennedy  Center.  Sunday  brunch  is  also 
included.  The  Fairfax  also  has  a  no-frills 
weekend  rate  of  $70  per  night. 
Houston 

The  Warwick  Hotel,  near  the  Medical 
Center,  has  the  complete  package.  It  in- 
cludes three  days  and  two  nights  in  a 
deluxe  room  with  a  bottle  of  champagne 
and  cheese  board  on  arrival.  Cocktails 
and  dinner  on  one  night  and  a  Sunday 
buffet  are  also  included.  Price:  $175. 

The  Shamrock  Hilton  (also  near  the 
Medical  Center)  has  a  deal  for  two  nights 
in  a  small  suite  with  wine  and  a  cheese- 
and-fruit  basket,  breakfast  each  morning 
and  two  half-hour  sessions  with  a  tennis- 
ball  machine.  Price:  $116. 

The  cheapest  package  of  all  is  with  the 
downtown  Hyatt  Regency:  the  "mem- 
ory maker,"  which  includes  free  stabling 
of  your  car,  two  free  cocktails  on  arrival 
and  a  room  for  $42  a  night. 

Note:  Many  of  the  above  hotels  offer 
special  weekend  rates  to  single  guests  as 
well  as  couples. 


Protecting  medical  records 

Your  medical  records  may  be  mat- 
ters of  public  knowledge — that  is, 
to  everyone  except  you. 
Whether  they  are  kept  in  a  doctor's 
office,  a  hospital  or  company  medical 
office,  many  parties  could  probably  get 
their  hands  on  your  files  in  a  flash  with- 
out your  knowledge.  Among  them  are 
government  agencies,  the  Medical  Infor- 
mation Bureau  (a  huge  data  bank),  the 
Secret  Service  and  other  law  enforce- 
ment agencies,  insurance  companies  and 
even  credit  investigation  bureaus. 

You  yourself  are  probably  responsible 
for  allowing  your  files  to  be  so  accessible. 
When  seeking  medical  treatment,  or 
simply  going  for  a  checkup,  it  is  easy  to 
sign  a  vaguely  and  generally  worded  con- 
sent agreement  without  realizing  the  im- 
port. Inadvertently,  you  may  have  signed 
away  your  right  to  privacy. 
It's  not  that  doctors  or  hospitals  are  all 
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that  careless  with  your  files,  of  course. 
There  are  legitimate,  quasi-legitimate  as 
well  as  blatantly  improper  reasons  for 
releasing  information  in  your  files — and 
the  screening  should  not  be  up  to  the 
doctor  or  institution,  in  the  eyes  of 
many.  It  might  be  perfectly  reasonable, 
for  example,  for  Medicare  or  an  insur- 
ance company  to  check  on  the  treatment 
of  an  illness  or  injury  for  which  it  is 
paying.  It  might  not  be  so  legitimate, 
however,  for  an  insurance  company  in- 
vestigating an  injury  claim  to  get  hold  of 
your  old  medical  records.  (There  has 
been  at  least  one  case  where  private  in- 
vestigators posed  as  medical  profession- 
als and  strolled  away  from  a  hospital 
with  copies  of  medical  files.) 

How  can  you  protect  yourself  from 
such  abuses?  First,  obviously,  be  careful 
about  anything  you  sign  in  a  hospital  or 
doctor's  office.  Sign  only  a  specific  con- 
sent agreement,  a  spokesman  for  the 
American  Medical  Records  Association 
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Report  from  Number  One  Wall  Street 


"An  individual  with  a  $500,000  estate 
can  save  more  than  $70,000  in  taxes 
if  the  estate  is  planned  properly." 

"Taxes  on  your  estate  could  be  dramatically  reduced  by  combining  the 
maximum  marital  deduction  and  a  'tax  sheltered'  trust  for  the  balance  of 
the  estate."  That's  Janet  E.  Hunt  talking,  Senior  Vice  President,  Personal 
Trust  Division. 

"This  benefit  is  typical  of  what  we  can  achieve  by  working  with  you,  your 
attorney,  accountant,  and  insurance  agent  to  create  a  tightly  knit,  coordi- 
nated plan  that  meets  your  goals. 

"Most  of  our  trust  officers  have  law  degrees,  which  enable  them  to  work 
effectively  with  your  attorney.  Should  complicated  tax  problems  arise, 
your  trust  account  is  brought  immediately  to  the  attention  of  our  Fidu- 
ciary Tax  Department  with  its  special  expertise  in  estate  and  trust  tax  law. 


i 


Janet  E.  Hunt,  Senior  VP, 
typifies  the  way  Irving  Trust 
works  for  trust  customers:  with 
personal  concern  and  profes- 
sional competence. 


"And,  at  Irving  Trust,  because  our  trust  officers  are  assigned  a  limited 
number  of  accounts,  you  are  assured  that  all  inquiries  or  requests  receive 
prompt  and  personal  attention." 

For  a  review  of  your  trust  needs— and  fresh  ideas  about  how  to  preserve 
your  wealth— call  on  the  people  who  will  make  sure  your  estate  gets  its  ful 
money's  worth.  Janet  E.  Hunt  can  be  reached  at  212/487-2350.  Irving 
Trust  Company,  One  Wall  Street,  New  York,  N.Y.  10015. 
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Irving  Trust 

Unique.  Worldwide. 
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sts.  If,  for  instance,  you  slip  on  the 
id  break  a  leg,  you  might  want  to 
y  in  the  consent  agreement  that 
information  concerning  your  leg 
:  released  to  anyone.  Avoid  signing 
nents  that  include  phrases  like 
ind  all  information." 
:>nd,  keep  your  eye  on  Congress, 
rivacy  of  Medical  Information  Act, 
pending,  contains  among  other 
,  important  provisions  regarding 
al  records.  It  would: 
lace  a  limit  of  two  years  on  any 
d  consent  agreement  that  is 
..  After  that,  the  agreement  would 

0  be  signed  again  for  records  to  be 

1  to  anyone. 

would  establish  standard  proce- 
for  legitimate  concerns  to  obtain 
to  your  files;  and  it  would  provide 
nalties  for  anyone  who  is  caught 
ng  medical  information  under 
etenses. 

would  provide  that  your  files  in- 
he  names  of  agencies  or  individ- 

0  consulted  such  files. 

would  allow  you,  too,  to  get  a  look 
file. 

bill  would  not,  however,  affect 
pt  in  a  doctor's  office  or  company 

1  office. 

:  If  you  are  having  trouble  seeing 
edical  records,/!  Consumer's  Guide 
ning  Your  Medical  Record  is  avail- 
r  $2.50  from  Health  Research 
Dept.  F,  2000  P  Street  NW,  Wash- 
D.C.  20036.— Gerald  Odening 


eland  by  the  pound 

ce  the  Irish  government  cut  its 
wn  pound  loose  from  the  English 
ound  in  1979,  there  has  been  a 
increase  in  the  amount  of  Irish 
that  can  be  bought  with  Yankee 
While  inflation-wracked  Ireland 
dly  be  termed  cheap,  the  growing 
age   in   the   exchange   rate  for 
:ans  has  now  made  Ireland  rough- 
cheaper  than  Britain — 1,000  dol- 
1  now  fetch  413  English  pounds 
Irish  pounds. 

t,  if  you  have  the  time,  you  could 
y  nip  over  from  England  to  Ire- 
r  a  day  or  two  and  wind  up  with  a 
,  even  including  transportation, 
xample,  you  could  now  stay  at  the 
arne  Hotel  in  Dublin,  the  city's 
r  about  $100  per  couple  per  night, 
le  room  at  the  Hyde  Park  Hotel  in 
u,  on  the  other  hand,  now  runs 
ler  night— $72  more.  Thus,  you 
itay  at  the  Shelbourne  for  three 


days  for  about  the  same  price  as  two  at 
the  Hyde  Park.  Air  fare  from  London  to 
Dublin  is  $117. 


Stashing  Keogh,  IRA  funds 

There  are  now  more  things  you  can 
put  into  your  Keogh  or  IRA  nest 
egg  than  you  can  shake  a  check- 
book at.  The  big  question,  as  1980  draws 
to  a  close,  is  which  investment  vehicles 
are  now  most  suitable  for  you.(Seep.  169 
for  a  rundown  on  important  IRA  and  Keogh 
tax  deadlines.) 

Only  yesterday,  all  you  had  to  do  to  be 
reasonably  sure  your  tax-deductible  con- 
tribution would  accumulate  at  a  nice, 
inflation-besting  rate  was  to  park  your 
funds  in  a  savings  bank.  But  all  that  has 
changed.  For  one  thing,  many  savings 
institutions  that  handle  Keogh  and  IRA 
plans  simply  put  your  cash  into  long- 
term  certificates  of  deposit  that  earn  as 
little  as  8%  annual  interest.  What's 
more,  if  you  are  locked  into  long-term — 
say  four-year — certificates,  it  will  cost 


you  quite  a  bit  in  penalties  if  you  later 
decide  to  move  elsewhere  to  a  better- 
yielding  plan.  (Remember:  You  can 
change  custodians  on  your  IRA  invest- 
ments once  a  year.) 

As  a  result,  a  lot  of  Keogh  and  IRA 
plans  are  being  set  up  or  moved  else- 
where. More  daring  investors  have  even 
been  buying  stamps  and  gold  coins  or 
managing  their  own  stock  portfolios.  In- 
deed, several  major  brokerage  firms  have 
been  soliciting  such  trade.  As  long  as 
there  is  a  custodian  to  possess  the  shares 
or  other  assets,  the  IRS  is  happy. 

While  savings  institutions  do  afford 
maximum  safety  of  your  retirement  nest 
egg — in  that  your  money  is  protected  by 
the  Federal  Deposit  Insurance  Corp.  up 
to  a  maximum  of  $100,000 — the  low  in- 
terest has  caused  a  lot  of  investors  to 
jump  to  mutual  funds.  Most  funds,  in- 
cluding some  money  market  funds,  have 
been  paying  much  heftier  dividends  and 
interest. 

More  risky,  but  perhaps  even  more 
rewarding,  are  straight-stock  and  hard- 
asset  investments — gold  coins,  stamps, 
art,  diamonds,  you  name  it.  Virtually  any 
collectible  can  be  acquired  under  a  Keogh 
or  IRA  plan  (including,  in  some  in- 


stances, real  estate).  But,  even  assuming 
you  invest  well,  you  can  run  into  a  prob- 
lem with  such  investments:  What  do  you 
do  with  the  assets,  once  you  have 
reached  the  point  at  which  you  wish  to 
retire?  The  tax  treatment  of  your  invest- 
ment then  could  well  spell  the  difference 
of  whether  to  put  such  an  investment  in 
a  Keogh  or  IRA  plan  in  the  first  place. 

Gary  Strum,  a  vice  president  with 
Lord,  Abbett  &.  Co.,  points  out  that  it 
may  not  make  much  sense  at  all  to  put, 
say,  gold  coins  into  a  Keogh  plan.  Rea- 
son: the  already  generous  capital  gains 
tax  and  market  timing.  Here's  an  exam- 
ple. Let's  say  you  have  $7,500  cash  after- 
tax right  now,  which  you  want  to  invest. 
Let's  also  assume  you  have  an  existing 
Keogh  plan.  If  you  invest  in  a  Keogh- 
wrapped  mutual  fund  that  averages  a 
15%  return  for  the  next  15  years,  in  1985 
that  initial  investment  will  be  worth 
$61,028.  If  you  buy  gold  through  your 
Keogh  plan,  and  it  appreciates  at  15%  a 
year,  in  1985  it,  too,  will  be  worth 
$61,028  of  course.  Let's  also  assume  you 
are  then  in  the  50%  tax  bracket  and 
want  to  cash  in  your  Keogh  plan.  Your 
income  tax  will  come  to  $30,514  regard- 
less of  which  investment  you  have  cho- 
sen— the  mutual  fund  or  gold.  That  is, 
unless  you  are  then  eligible  to  income 
average  for  a  ten-year  period.  This  is  an 
option  open  to  Keogh  plan  holders  when 
they  wish  to  terminate  their  plans.  In 
that  case,  your  tax  would  be  lower  (only 
$8,976)  and  you  would  net  $52,052. 

Now  let's  take  a  look  at  what  would 
have  happened  to  your  $7,500  invest- 
ment made  outside  a  Keogh  or  IRA  plan. 
The  $7,500  put  into  fixed-income-type 
investments  yielding  15%  per  year 
would  be  taxed  each  year,  and  at  the  end 
of  15  years  would  be  worth  only  $22,219. 
But  an  investment  in  the  hard  assets, 
such  as  gold,  would  be  worth  $61,028, 
minus  the  capital  gains  tax.  In  the  50%- 
bracket  example,  it  would  be  only  20%. 
Thus,  your  net  would  still  be  a  hefty 
$50,323  if  you  cashed  in  completely  after 
15  years — without  sheltering  or  restric- 
tions. The  only  way  you  could  have  bet- 
tered that  net  using  the  Keogh  would 
have  been  by  taking  advantage  of  the 
income-averaging  provision,  if  eligible. 

And  remember,  after  one  year  you 
could  have  gotten  out  of  that  hard-asset 
investment  at  any  time  and  still  paid 
only  a  capital  gains  tax  and  not  had  to 
hassle  with  any  other  Keogh  penalties  or 
restrictions. 

Observation:  The  riskier  and  more 
volatile  the  investment,  the  less  suitable 
it  is  for  IRA  or  Keogh  treatment.  The 
principal  advantages  are  two:  being  able 
to  shelter  some  current  income  from 
taxes,  and  having  those  funds  accumu- 
late tax-free  each  year  until  retirement. 
The  capital  gains  tax  treatment  is  gener- 
ous enough  to  reward  successful  specula- 
tors in  high-risk  investments.  But  don't 
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NONE  OF  HIS  INVENTIONS 
HAD  THE  DOLLAR  IMPACT  OF 
FINANCIAL  FUTURES. 


Invented  5  years  ago  by  the 
Chicago  Board  of  Trade. 

First  GNMA  Futures.  Then,  2  years  later, 
Treasury  Bond  Futures.  *So  far,  over 
11,000.000  Financial  Futures  contracts  have 
been  traded.  Unprecedented  growth. 

With  this  new  trading  vehicle  a  financial 
institution  could  protect  against  an  unfavor- 
able interest  rate  move;  the  same  way  those 
in  agriculture  could  protect  against  an  un- 
favorable commodity  price  move 

At  the  same  time,  vast  new  opportu- 
nities were  opened  for  the  knowledgeable 
speculator  with  venture  capital.  If  interest 
rates  moved  his  way,  just  a  small  shift  could 


mean  large  profits.  And  if  he  was  wrong,  our 
high  volume  of  trading  (liquidity)  helped  him 
get  out  quickly. 

Such  opportunity,  combined  with  the 
experience  and  reputation  of  the  world's 
leading  and  largest  Financial  Futures 
exchange,  explain  the  success  of  our 
new  contracts. 

Perhaps  you  should  learn  more 
^Futures  contracts  in  U.S.  Government 
debt  are  not  obligations  of  the  U.S.  Treasury 
Department. 

For  our  information  package  Call  800/621-4641. 

In  Illinois  800/572-4217.  Or  ask  your  broker. 


j§i  Chicago  Board  of  Trade 
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t,  in  a  hard-asset  Kcogh  plan,  if  the 
tment  is  a  total  loss,  you  cannot 
a  capital-loss  benefit. 


y  dates  for  tax  planning 

ome  dates  to  circle  on  your  calen- 
dar to  avoid  missing  the  boat  on 
tax  moves: 

:.  23 — The  last  date  on  which  tosell 
s  and  other  securities,  so  that  they 
Ey  for  capital^/zins   treatment  in 
(Presuming  you  have  held  the 
at  least  one  year,  of  course.)  Wait 
id  that  date  and  you  cannot  treat 
!'j  lin  until  next  year. 
\      31 — The  last  day  you  can  sell 
s  to  establish  a  capital  loss  for  1980. 
he  last  day  to  set  up  a  Keogh  retire- 
plan  and  make  your  contribution 
tible  on  your  1980  tax  return. 

1,  1981 — The  new  year  brings  a 
ax  break  for  savers  and  investors. 
$400  a  year  of  interest  and  divi- 
^ncome  is  now  tax  exempt  on  joint 
is.  Make  that  $200  worth  of  tax- 
lividends  and  interest  if  you  file 
dually.  The  exemption  applies  to 
taxes,  mind  you,  not  this  year's. 
14,  1981 — The  last  day  for  individ- 
A'ho  estimate  their  own  taxes  to 
final  quarterly  payments  for  1980. 
deadline  can  be  skipped  if  you  file 
dual  tax  returns  by  Feb.  2.) 
.  15,  1981— The  last  day  to  file  tax 
is  for  1980  or  the  last  day  to  file  for 
rension.  It  is  also  the  last  day  you 
t  up  and  contribute  to  an  IRA  plan 
laim  the  deduction  on  your  1980 
unless  you  file  for  an  extension. 
Keogh  plan  holders,  Apr.  15  is  also 
;adline  for  1980  contributions .  It  is 
te  to  establish  a  Keogh  plan  for  the 
ime,  however,  and  still  claim  a  de- 
m  on  your  1980  taxes.  That  must 
ie  by  the  end  of  this  year. 

ling  all  entrepreneurs 

here  are  over  2  million  corporations 
in   America — 99%   are  privately 
Ji  held.  If  you  run  one,  or  are  thinking 
\\  starting  your  own  business,  Inside 
lily  Business,  by  Leon  A.  Danco,  is 
orth  the  $  14.95  cover  price.  Founder 
Center  for  Family  Business  (P.O. 
68,  Cleveland,  Ohio  44 124),  which 
hed  the  book,   Danco  addresses 
ersonal  and  professional  problems 
ntrepreneur,  especially  as  the  busi- 
and  founder — matures.  And  it  is 
in  a  warm,  folksy  manner. 
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With  Fidelity,  you  can  manage  your  own  IRA  or 
KEOGH  plan  and  save  a  bundle. 

A  Fidelity  retirement  plan  gives  you  the 
advantages  of  investment  flexibility,  low  costs, 
and  substantial  tax  savings. 
Investment  Flexibility. 

You  can  select  from  12  funds  that 
offer  growth,  income,  or  both.  You 
can  even  use  a  combination  of 
funds  to  achieve  your  own  unique 
goals.  And,  should  those  objec- 
tives change,  a  toll-free  phone  call 
is  all  it  takes  to  change  your 
investments. 
No  Sales  Charge. 

Since  you  don't  have  to  pay  a 
sales  charge  or  account  set-up 
fee,  the  full  amount  of  your  contri- 
bution will  be  put  to  work  in  a  pro- 
fessionally managed  portfolio  to 
build  a  healthy  retirement  income. 
Tax-Free  Transfers 
Made  Easy. 

Transferring  to  a  Fidelity  Keogh 
or  IRA  plan  is  as  easy  as  writing  a 
letter.  We'll  do  the  other  paper 
work.  And  possibly  improve 
significantly  your  plan's  results. 
Learn  More  Now. 

Don't  wait  until  it's  too  late  to 
reap  the  advantages  of  a  Fidelity 
IRA  or  KEOGH  plan  this  year.  Call  j 
for  more  information  today. 


FIDELITY 


IRA  or  KEOGH  PLANS 


• KEOGH 

(For  the  self- 
employed) 


55 


•IRA 

(For  those  not 
covered  by  a 
pension  or 
profit  sharing 
program) 

P.O.  Box  832.  Dept.  JB  120880 
82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  information,  including 
management  fees  and  expenses, 
please  write  or  call  for  a  prospectus 
and  our  Keogh  or  IRA  literature. 
Read  these  documents  carefully 
before  you  invest  or  send  money. 


Fidelity  Over  $9  billion  of  assets  under 
Group  management 
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Observations 


Reagan  has  two  sets  of  economic  advisers 
with  diametrically  opposed  views.  In  my 
opinion,  neither  camp  has  it  just  right. 

THE  BATTLE  FOR 
REAGAN'S  EAR 


By  Ashby  Bladen 


TO  DEDUCE 

a  politician 


Trying 
what 

will  do  in  office  on 
the  basis  of  what  he 
said  in  his  campaign 
is  often  an  exercise 
in  futility.  In  Presi- 

M,  dent-elect  Reagan's 
{  case  it  is  particularly 

&  St  ^  difficult  because  he 
*  — ™  has  two  sets  of  eco- 
nomic advisers  whose  views  on  fiscal 
policy  are  diametrically  opposed.  The 
developing  battle  will  be  most  inter- 
esting to  observe  because  some  of  the 
brightest,  most  innovative  minds  in 
the  country  are  involved.  Trouble  is,  I 
don't  believe  that  either  camp  has  it 
just  right. 

During  most  of  his  campaign  Presi- 
dent-elect Reagan  advocated  the 
views  that  I  have  referred  to  as  Laffer- 
ism — the  argument  that  was  original- 
ly developed  by  a  professional  econo- 
mist, Arthur  B.  Laffer,  popularized  by 
fude  Wanniski  in  his  book  The  Way  the 
World  Works  and  embodied  in  the 
Kemp-Roth  tax  bill.  It  says  that  per- 
sonal tax  rates  have  now  become  so 
high  that  they  constitute  a  major  dis- 
incentive to  work.  If  personal  tax 
rates  were  simply  cut  by  30%,  within 
three  years'  time  we  would  all  be 
working  so  much  harder  and  earning 
so  much  more  that  government  rev- 
enues would  actually  be  higher  with 
the  lower  tax  rates. 

Lafferism  appealed  to  Candidate 
Reagan  because  it  provided  him  with  a 
semiplausible  basis  for  recommending 
the  otherwise  incompatible  policies  of 
increasing  military  expenditures  and 
reducing  taxes.  It  does  seem  clear  that 
personal  income  tax  rates  are  too  high. 
The  rapid  growth  of  the  subterranean 
economy,  in  which  people  work  for 

Asbby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


cash,  keep  no  books  for  the  tax  collec- 
tor and  pass  their  share  of  the  cost  of 
government  on  to  the  rest  of  us,  bears 
eloquent  testimony  to  that.  However, 
there's  a  question  of  timing.  How  rap- 
idly can  people  respond  to  the  incen- 
tive of  being  able  to  keep  more  of  what 
they  make?  Rapidly  enough  so  that  a 
tax  cut  will  be  self-financing  within 
three  years?  I  doubt  it.  Those  of  us  who 
do  not  believe  it  fear  that  a  major  tax 
cut  unaccompanied  by  a  correspond- 
ing reduction  in  government  expendi- 
tures would  cause  a  horrendous  budget 
deficit  and  a  serious  intensification  of 
inflation.  I'm  talking  about  inflation 
rates  of  20%  or  more.  Lafferism  is  an 
exceedingly  dangerous  and  irresponsi- 
ble brand  of  snake  oil. 

Anything  is  snake  oil  that  promises 
a  painless,  or  relatively  painless,  solu- 
tion to  our  problems.  You  may  recall 
that  ten  years  ago  President  Nixon 
told  us  that  we  had  probably  fought 
our  last  war,  and  that  we  could  safely 
go  to  an  all-volunteer  military  estab- 
lishment. Alas,  the  decision  whether 
to  fight  a  war  is  not  entirely  within 
the  discretion  of  a  single  nation.  If 
other  countries  do  things  that  are 
miserable  enough,  or  disastrous 
enough,  you  may  not  really  have  a 
choice.  For  example,  if  someone  tries 
to  close  the  Strait  of  Hormuz,  the 
Western  Alliance  will  have  no  choice 
about  responding  militarily. 

As  President,  Mr.  Reagan  ;s  going 
to  have  to  cope  with  the  facts  that  a 
quiet  rebellion  against  taxes  is  getting 
under  way  via  the  subterranean  econ- 
omy, but  that  as  long  as  we  depend 
upon  imported  oil  we  have  no  choice 
about  spending  a  great  deal  more  on 
the  military.  Simply  cutting  taxes 
without  reducing  expenditures  in- 
volves an  excessive  risk  of  runaway 
inflation.  In  my  opinion,  he  is  not 
going  to  be  able  to  square  the  circle 
without  cutting  transfer  payments. 
We  all  get  government  subsidies  now, 
frequently  without  realizing  the  fact. 
I,  for  example,  have  a  reduced-rate 
mortgage  simply  because  I  happened 


to  spend  two  years  in  the  militar 
But  we  also  provide  those  subsidie 
either  through  our  tax  payments  ( 
through  the  hidden  tax  of  inflation 

Fortunately,  Mr.  Reagan  does  hav 
some  advisers  who  are  aware  thi 
there  are  some  unpleasant  facts  tha 
have  to  be  faced.  If  people  like  Georg 
Shultz,  Martin  Feldstein,  Alan  Greei 
span  and  Bill  Simon  turn  up  in  h: 
Administration,  the  prospects  for 
responsible  fiscal  policy  will  be  gooc 

A  recent  New  York  Times  article  oj 
these  matters  left  an  impression  than 
believe  needs  correcting.  In  the  fir: 
place,  it  equated  supply-side  econonj 
ics  with  Lafferism.  In  my  view,  tb 
sound  aspects  of  supply-side  econonj 
ics  are  simply  a  restatement  of  classl 
cal  economics.  They  represent  a  r< 
turn  of  economics  to  its  true  and  proj 
er  concerns  after  40  years 
wandering  in  the  unfruitful  wilde 
ness  of  Keynesian  demand  manag 
ment  doctrines.  You  may  recall  th; 
the  full  title  of  the  first  great  boa 
about  economics  was  An  Enquiry  inl 
the  Nature  and  Causes  of  the  Wealth  <\ 
Nations — a  supply  title  if  there  ev^ 
was  one.  This  is  a  basically  desirab 
reform  to  which  Arthur  Laffer  hj 
added  some  ingenious  but,  in  rrJ 
opinion,  unwise  wrinkles  of  his  owe 

Supply-side  doctrine  should  not  di 
fleet  attention  from  the  simple  fa 
that  it  is  the  excessive  rate  of  de 
formation  that  is  basically  to  blarr 
for  inflation  because  it  puts  more  pu 
chasing  power  into  people's  hano 
than  they  are  actually  producing  j 
goods  and  services.  When  you  do  tha 
you  will  have  inflation  even  with  ec 
nomic  growth.  Whether  the  debt  fc 
mation  is  public  debt  or  private  de 
doesn't  really  matter. 

Margaret  Thatcher  may  be  comii 
a  cropper  in  Britain  despite  her  viga 
ous  and  well-intentioned  efforts  b 
cause  she  has  not  been  able  to  sla 
public  deficit  financing.  A  Preside! 
Reagan  who  takes  his  advice  from  tl 
Latterites  is  likely  to  have  similar  di 
ficulty  in  slowing  inflation.  Inflatic 
simply  cannot  be  stopped  with  ta 
cuts  or  with  merely  cosmetic  cuts  | 
government  spending. 

Meanwhile,  the  securities  marke 
are  becoming  steadily  more  volati 
because  our  financial  system  is  no 
sailing  in  completely  uncharted  w 
ters,  and  neither  monetarism  nor  La 
ferism  indicates  a  safe  or  reliab 
course.  My  own  theory  indicates  th 
the  inflation  cannot  be  ended  with 
liquidity  crisis,  a  real  squeezing  out 
debt  and  debtors.  If  I  am  correct,  hoi 
ing  liquid  assets  and  avoiding  liqu 
liabilities  as  much  as  possible  is  tl 
safest  course  at  the  moment  for  bu; 
ness  people  and  investors.  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 
NEW  ISSUE  November  7,  1980 

750,000  Shares 

Viacom  International  Inc. 


Common  Stock 

Par  Value  $1 .00  Per  Share 


Price  $50.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circu- 
lated from  only  such  of  the  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Bear,  Stearns  &  Co. 


Bache  Halsey  Stuart  Shields 

Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co.     Lehman  Brothers  Kuhn  Loeb     Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Shearson  Loeb  Rhoades  Inc. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Smith  Barney,  Harris  Upham  &  Co 

Incorporated 

Dean  Witter  Reynolds  Inc. 


Warburg  Paribas  Becker 

A.  G.  Becker 


Wertheim  &  Co.,  Inc. 
Montgomery  Securities 

Hambrecht  &  Quist  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Thomson  McKinnon  Securities  Inc.       Tucker,  Anthony  &  R.  L.  Day,  Inc. 


Alex.  Brown  &  Sons 
Oppenheimer  &  Co.,  Inc. 

Advest,  Inc.    Bacon,  Whipple  &  Co.    Bateman  Eichler,  Hill  Richards    Sanford  C.  Bernstein  &  Co.,  Inc. 

Incorporated 

William  Blair  &  Company        Blunt  Ellis  &  Loewi        J.  C.  Bradford  &  Co. 


Incorporated 

Crowell,  Weedon  &  Co.  Dain  Bosworth 


Janney  Montgomery  Scott  Inc. 
Neuberger  &  Berman 
Rauscher  Pierce  Refsnes,  Inc. 
Scherck,  Stein  &  Franc,  Inc. 
Davis,  Skaggs  &  Co.,  Inc. 
Gruntal  &  Co. 
Investment  Corporation  of  Virginia 
Johnson,  Lane,  Space,  Smith  &  Co.,  Inc 


Incorporated 

Fahnestock  &  Co. 

ncorporated 

Ladenburg,  Thalmann  &  Co.  Inc. 


Piper,  Jaffray  &  Hopwood 

Incorporated 

The  Robinson-Humphrey  Company,  Inc. 
Sutro  &  Co.      Wheat,  First  Securities,  Inc. 

Incorporated 

Ferris  &  Company       First  Manhattan  Co. 

Incorporated 

Haas  Securities  Corporation 


Josephthal  &  Co. 

Incorporated 

Burgess  &  Leith    First  Albany  Corporation    A.  E.  Masten  &  Co. 

Incorporated  Incorporated 

Raffensperger,  Hughes  &  Co.  Reinheimer  Nordberg  Inc. 

Incorporated 


Butcher  &  Singer  Inc. 
Foster  &  Marshall  Inc. 
McDonald  &  Company 
Prescott,  Ball  &  Turben 
Rotan  Mosle  Inc. 
Birr,  Wilson  &  Co.,  Inc. 
Gabelli  &  Company,  Inc. 
Interstate  Securities  Corporation 
Jesup  &  Lamont  Securities  Co.,  Inc. 
Cyrus  J.  Lawrence  Parker/Hunter 

Incorporated  Incorporated 

Morgan,  Olmstead,  Kennedy  &  Gardner 

Incorporated 

Burton  J.  Vincent,  Chesley  &  Co. 


Today,  much  of  the  world's 
hydrocarbon  reserves  lie  as  deep 
as  25,000  feet  underground. 

We're  turning  out  tubing 
tough  enough  to  get  it  out. 

Most  of  the  world's  remaining  oil  and  gas 
reserves  lie  very  deep  beneath  the  surface.  Often 
three,  four  or  even  five  miles  down. 

The  production  tubing  that  brings  this  valu- 
able resource  to  the  surface  must  withstand 
extreme  conditions  of  stress,  pressure  and  corro- 
sion. That's  why  the  oil  and  gas  industry  relies  on 
Babcock  &  Wilcox,  a  McDermott  company.  As 
America's  largest  specialty  steel  tubing  manufac- 
turer with  our  own  steel  mills,  we  can  produce 
tubing  with  the  right  combination  of  properties 
for  the  toughest  wells. 

Onshore  and  offshore,  McDermott  and  its 
companies  are  meeting  today's  energy  needs 
with  oil  and  gas  production  facilities,  fossil  and 
nuclear  energy  systems,  specialty  steel  tubing, 
insulating  products,  and  industrial  automation.  To 
find  out  more,  and  for  a  copy  of  our  Annual 
Report,  write  Vice  President,  Public  Affairs, 
McDermott  Incorporated,  1010  Common  Street, 
New  Orleans,  LA  70112. 

,-0fSfeA  No  matter  how  the  world 
*C/  solves  its  energy  problems, 
W   McDermott  is  involved. 


Faces 

BehindThe  Figures 


Edited  by  Jefferson  Grigsby 

Here  at  last? 

"We  haven't  waited  as  long  as  we  have  for 
this,"  says  David  C.  Garfield,  president- 
elect of  $2.5  billion  (sales)  Ingersoll-Rand; 
"not  to  be  ready  when  it  gets  here." 

What  Ingersoll-Rand  has  been  waiting 
for  is  the  capital  spending  boom  by  in- 
dustry. The  wait  has  exacted  a  price: 
Largely  because  of  lagging  demand  for  its 
coal-mining  machinery  and  the  impact 
of  the  worldwide  recession  of  the  mid- 
1970s  on  its  international  division,  the 
country's  premier  nonelectrical  capital- 
goods  producer  in  recent  years  had  only 
average  profitability  compared  with  the 
superb  returns  it  commonly  rang  up  in 
the  Sixties  and  early  Seventies. 

Now,  says  Garfield,  Ingersoll-Rand's 
coal  machinery  customers  are  starting  to 
worry  about  capacity  shortages.  That's  a 
problem  that  retiring  CEO  William  L. 
Wearly  might  have  found  delightful. 
Wearly  replaced  Ingersoll-Rand's  tradi- 
tionally conservative  growth  strategy 
with  an  aggressive  one.  The  big  demand 
didn't  come  as  fast  as  expected,  but 
Wearly,  who  will  stay  on  the  board, 
hands  over  a  better  company  to  his  suc- 
cessor as  CEO,  Thomas  A.  Holmes — still 
not  as  profitable  as  it  was  in  the  late 
Sixties,  when  it  used  to  post  net  margins 
over  10%,  but  coming  back  fast.  Says 


Holmes:  "The  cost  of  energy  is  almost 
forcing  the  growth  of  the  market." 

One  thing  seems  sure:  Ingersoll-Rand's 
50-year  tradition  of  two-man  top  man- 
agement— broken  when  President  D. 
Wayne  Hallstein  retired  at  the  end  of 
1974  leaving  Wearly  in  sole  control — has 
returned.  Holmes  and  Garfield  have 
worked  closely  for  over  12  years.  Both 
started  as  trainees  with  I-R  in  the  Fifties. 
Holmes  went  on  to  specialize  in  construc- 
tion and  mining  equipment,  Garfield  in 
the  international  division,  but  for  a  good 
part  of  that  time  they  had  adjacent  of- 
fices, often  with  a  connecting  door.  "I 
understand  him  and  he  understands  me," 
says  Holmes.  "In  the  future,  regardless  of 
where  or  what,  we'll  both  be  speaking  for 
the  company.  "—Gerald  Odening 

"You're  damn  right!" 

In  one  sense,  Textron  is  the  conglomer- 
ate. It  was  founded  by  Royal  Little,  who 
thought  up  the  idea  of  conglomerates 
back  in  1953.  So,  of  all  companies,  $3.4 
billion  (sales)  Textron  would  seem  least 
likely  to  violate  Little's  fundamental  dic- 
tum: Never  expose  yourself  to  the  vaga- 
ries of  a  single  business. 

But  that's  just  what  happened.  In  the 
mid-1970s,  Textron 's  Bell  Helicopter  di- 
vision grew  so  much  faster  than  the 
company  as  a  whole  that  by  1978  Bell 
was  nearly  one-third  of  sales.  Worse,  the 
bulk  of  that  growth  was  in  helicopters 
sold  to  the  Shah  of  Iran,  a  $300  million 
business  that  disappeared  virtually  over- 
night under  Khomeini  and  Co. 

It  hardly  sank  the  company,  but  it 
hurt.  When  Robert  R  Straetz,  a  59-year- 
old  career  Textron  executive,  took  com- 
mand at  the  end  of  1979,  sales  growth 


ill-Rand's  Holmes  (left)  and  Garfield 
trket  that  took  longer  than  expected. 


Rei 
the 


Textrons  Straetz 
A  Little  acquisition 


had  slowed  to  5%  from  a  previous 
year  average  of  12%  and  the  co 
faced  a  28%  increase  in  interest  ex| 
to  finance  inventories  to  replace  th| 
military  business  with  commercial 
copter  sales — just  when  the  ecoi 
was  entering  a  recession. 

Straetz  has  wasted  little  time.  Tel 
signed  a  consent  decree  with  the  S\ 
January  to  settle  allegations  of  bi 
one  of  the  Shah's  generals,  and  ii 
some  innovative  convertible  deberj 
in  lune  to  cut  interest  expense  (Fa 
Aug.  18).  Last  month,  Straetz  took  j 
tegic  step  forward.  The  compare 
quired  Basic  Microelectronics,  its 
diversification  since  1978  and  its 
move  into  the  burgeoning — and 
tile — semiconductor  industry.  Basit 
dominant  supplier  of  "blanks"  to 
conductor  manufacturers,  a  busi 
says  Straetz,  that  participates  in  tn 
dustry's  growth  but  isn't  exposed  tj 
ruthless  competition  of  the  finj 
product.  Says  he:  We've  got  to  pos 
more  of  our  assets  in  businesses  th; 
just  starting  to  grow.  We'll  do  bett) 
acquiring  a  variety  of  small  comp 
and  growing  them  than  by  tryiil 
make  a  very  large  acquisition  at  a 
high  price." 

That  sounds  like  a  page  from  1 
Little's  book.  Is  it?  Says  Straetz:  "ij 
right!  "—Newcomb  Stillwell 


The  old  eagle 

"It  really  isn't  enough  just  to  h 
peace  treaty  with  Egypt.  We  ha1 
abolish  Israeli  military  administi 
over  the  Palestinian  Arabs  and  gran 
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Recycling.  The  more  you  look  at  it 
the  better  it  looks. 


It  helps  municipalities.  Recycling  this  aluminum 
helps  relieve  overburdened  landfill  facilities.  And  it 


i  generates  extra  revenue.  Aluminum  is  the  most 
valuable  material  found  in  quantity  in  municipal 
waste  recovery  systems. 


It's  growing.  More  and  more  Americans  are  collect- 
ing used  aluminum  cans.  Last  year  alone  over  nine 
billion  cans  were  turned  in  for  recycling.  That's 
almost  six  times  as  many  cans  as  were  collected 

in  1973.  •Alcoa  estimate 


It  creates  jobs.The  recycling  industry  is  growing 
fast.  Since  1970,  it  has  added  an  estimated  15,000 
new  jobs  to  the  economy.  Jobs  that  involve  buying 
processing,  transporting  and  remelting  used  cans 
into  new  metal. 


It  conserves  energy.  Recycling  saves  95  percent 
of  the  energy  needed  to  make  new  aluminum  from 
ore.  In  1979.  recycling  also  helped  Alcoa  reduce 
its  consumption  of  coal  and  bauxite— both  valuable 
natural  resources. 


We  can'1  wait  for  tomorrow.  For  additional 
information  about  this  exciting  new  industry  that 
saves  more  and  more  energy  as  it  grows,  write 
Aluminum  Company  of  America.  446-M  Alcoa  Building. 
Pittsburgh,  PA  15219. 
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Palestinians)  full  autonomy." 

That's  not  Anwar  Sadat  talking  but 
Moshe  Dayan,  the  one-eyed  general  who 
was  the  hero  of  the  1967  Arab-Israeli  war 
and  Israel's  foreign  minister  until  he 
broke  with  the  government  of  Prime 
Minister  Menaehcm  Begin  last  year.  At 
65,  pale  and  frail  after  a  bout  with  cancer 
a  year  ago,  Dayan  has  been  one  of  Israel's 
most  outspoken  doves  for  years.  But 
rarely  has  he  been  as  candid  as  he  was 
last  month  before  an  audience  of  Yale 
University  students. 

Israel  has  no  hope  of  signing  an  agree- 
ment with  the  Palestinians  themselves, 
or  with  Jordan,  Dayan  told  the  students, 
since  both  have  rejected  the  Camp  David 
accords.  So  the  solution  is  an  Israeli  pull- 
out,  unilateral  if  necessary,  from  the 
cities  of  the  West  Bank,  leaving  only 
military  border  posts. 

What  about  Israeli  settlements  in  the 
countryside?  They  would  remain — but 
without  a  pervasive  military  presence. 

Would  Begin's  government  ever  agree 
to  that?  Of  course  not,  says  Dayan.  But 
he  points  out  that  Israel's  parliamentary 
body,  the  Knesset,  will  dissolve  next  fall 
and  the  term  of  Begin's  Likud  Party  will 
come  to  an  end  that  November.  There  is 
a  chance  of  elections  within  the  next  few 
months,  he  says,  but  in  any  event  they 
will  take  place  by  next  September.  When 
that  happens,  he  says,  the  Labor  Party 
will  return  to  power,  probably  uniting 
behind  opposition  leader  Shimon  Peres, 


and  then  much  will  change. 

Isn't  the  old  eagle  being  hopelessly  op- 
timistic? Dayan  shrugs  wearily.  "Yes, 
I'm  optimistic, "  he  says.  In  spite  of  every- 
thing.—AlyssaA.  happen 

Selling  the  sun 

How  real  is  the  government's  goal  of 
solar  energy  supplying  20%  of  U.S.  needs 
by  the  year  2000?  Many  businessmen 
consider  it  wildly  improbable,  and  Law- 
rence Levy,  whose  job  it  is  to  encourage 
the  use  of  solar,  tends  to  agree. 

"Somebody  should  have  said  we  want 
a  20%  goal  for  solar,  then  sat  down  and 
figured  out  what  technologies  would 
meet  that  goal,"  says  the  veteran  engi- 
neer, who  is  president  of  Boston's  North- 
east Solar  Energy  Center.  Instead,  says 
Levy,  the  program  grew  like  Topsy,  and 
one  of  its  major  defects  has  been  on  the 
demand  side:  "There's  been  an  imbal- 
ance in  the  market-development  side  of 
research  and  development." 

Levy,  an  MIT  graduate,  founded 
Northern  Energy  Corp.,  which  manages 
the  center,  as  a  nonprofit  corporation  in 
1977.  This  year  the  Department  of  Ener- 
gy gave  the  center  and  three  similar  in- 
stitutions in  Atlanta,  Minneapolis  and 
Portland,  Ore.  $23  million  to  try  to  speed 
up  the  commercialization  of  solar  energy 
through  promotions  such  as  Levy's  "Op- 
eration Sunpower"  information  cam- 
paign last  year.  Operation  Sunpower,  he 
says,  helped  double  the  number  of  solar 
installations  in  the  Northeast  from  5,000 
to  10,000,  generating  $15  million  in  sales 
to  the  solar  industry. 

Levy  has  spent  30  years  in  government 
and  industry  working  with  technology 
and  marketing.  During  the  Kennedy  Ad- 
ministration, he  was  a  defense  adviser  to 


I  SOLAR  I 


f 


tevy  ofNESEC 
A  little  attention  to  the  demand  set 

the  U.S.  ambassador  to  NATO.  Solal 
ergy  has  its  military  aspects,  tool 
says:  "If  you're  in  a  war  you  haNl 

mobilize  to  win."— Linda  Gasparello 


Israel's  Dayan 

An  optimist  in  spite  of  everything. 


Good  old  American  marl 

Why  is  Ontario  Hydro,  North  Amei 
second-largest  electric  utility  (aftejl 
Tennessee  Valley  Authority)  spei 
$14  billion  to  increase  its  capacit 
35%  ?  After  all,  it  expects  only  3.4 
year  increases  in  electrical  demarj 
Ontario  through  the  Nineties  and 
huge  46%  reserve  of  unused  cap 
now.  Even  allowing  for  retiremei 
some  older,  uneconomical  plant 
would  seem  to  be  folly. 

"We  might  have  an  upside  possibili 
transfers  of  oil  usage  to  electricity 
age  ...  in  Canada,"  says  Milan  Nas 
new  president  of  the  province-owned 
ity.  "That's  one  thrust  of  the  provi 
and  federal  governments."  He  point 
that  it  takes  10  to  12  years  to  build ; 
generating  station  these  days,  and  v 
"the  risk  of  error  on  one  side  is  sua  | 
capacity,  the  risk  on  the  other  side  is| 
you  won't  have  enough." 

A  familiar  argument,  and  one  II 
heard  in  the  U.S. — but  not  from  utill 
with  nearly  half  their  capacity  in  res(| 
What  is  Ontario  Hydro  going  to  do 
all  that  power? 

Although  Nastich  doesn't  say  so,j| 
view  is  that  he  expects  to  sell  it  ii 
U.S.  Exporting  electricity  across  the 
der  is  a  booming  and  profitable  busj 
for  Canadian  utilities.  In  the  first 
months  of  this  year,  for  example,  (J 
10  Hydro  sold  S228.4  million  woa 
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of  Ontario  Hydro 
zity  over  the  counter. 


electricity  to  American  utilities.  About 
half  of  that  was  purchased  from  giant 
Hydro-Quebec,  at  a  total  cost  of  $39.5 
million.  Hydro-Quebec,  of  course,  is  also 
selling  directly  to  the  Americans.  Con- 
cedes Nastich:  "We  really  are  a  store 
counter  here."  And  one  with  some  spec- 
tacular margins.— Alyssa  A  Lappen 

Staying  put 

Of  all  the  Trudeau  government's  possi- 
ble oil-industry  "Canadianization"  tar- 
gets, the  most  visible  is  Exxon's  70%- 
owned,  Toronto-based  Imperial  Oil 
Ltd. — the  largest  integrated  oil  company 
in  Canada  with  $5.6  billion  in  revenues 
and  $4  billion  in  total  assets.  So,  is 
Imperial  Chairman  Jack  A.  Armstrong 
trembling  in  his  boots? 

Not  so  you'd  notice.  "We've  been  here 
for  100  years,  and  we  would  not  for  a 
minute  consider  pulling  out  of  Canada," 
says  the  63-year-old  Armstrong.  "As  long 
as  we're  allowed  to  earn  a  reasonable 
return  on  our  investment,  we'll  continue 
to  invest  in  Canada." 

What's  reasonable?  "We've  always 
talked  about  a  return  on  exploration  in 
the  frontier  areas  on  the  order  of  20%," 
says  Armstrong.  Whether  that  can  be 
achieved  now  is  another  matter:  Last 
year  Imperial's  return  on  all  exploration 
ran  12.6%,  and,  as  Armstrong  admits, 
"we  may  have  to  reexamine  our  invest- 


ment in  the  frontier  areas.  But  we  don't 
have  any  plans  to  back  away  from  the 
increased  position  we  hold  there." 

Not  that  he's  completely  unconcerned. 
Says  he:  "No  company  likes  to  have  25% 
of  some  of  its  most  promising  assets 
removed  at  the  stroke  of  a  pen" — as  the 
government  has  pledged.  And  there  is 


Armstrong  of  Imperial 
No  hurry  to  leave. 


That's  a  Butler  building?1 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building.  . 


Yet,  they  also  give  you  all  , 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


BUTLER 


Faces 

BehindThe  Figures 


always  the  possibility  of  takeover  by  gov- 
ernment backed  Petro-Canada,  though 
Armstrong  says  no  one  has  approached 
him  so  far,  and  Petro-Canada  CEO  Wil- 
bert  H.  Hopper  has  all  but  said  he  isn't 
interested  (Forbes,  Nov.  24).  Even  if  that 
unlikely  event  happened,  though,  Arm- 
strong undoubtedly  keeps  in  mind  that 
nationalization  of  its  operations  in  Iraq, 
Venezuela,  Libya  and  Saudi  Arabia  did 
not  put  Exxon  out  of  business. 

All  this  might  lead  one  to  believe  that 
the  much-heralded  "Canadianization" 
may  have  plenty  of  leeway  for  sweet 
reason  in  the  years  to  come.  For  now, 
Imperial  is  watchfully  waiting,  but  Arm- 
strong says  when  the  dust  settles  he  has 
no  doubt  that  "we'll  still  be  in  the  busi- 
ness of  pumping  oil  out  of  the  ground. 
We  will  adapt. "—JeffBlyskal 

Get  ready,  fellows 

It's  been  a  long  time  since  he  was  a 
college  professor  (1946-51,  Harvard  Busi- 
ness School),  but  Atlantic  Richfield 
President  Thornton  F.  Bradshaw,  63,  is 
still  something  of  a  pipe-puffing  contem- 
plative, even  after  having  run  for  16  years 
what  is  now  the  country's  lOth-largest 
industrial  corporation.  His  contempla- 
tions these  days  are  not  too  reassuring. 
Bradshaw  warns,  in  the  foreword  of  a 
recently  published  book  he  edited,  Corpo- 
rations and  Their  Critics,  that  the  long- 
term  outlook  for  the  U.S.  corporation 
isn't  exactly  rosy. 

"Corporations  must  have  acceptance 


and  if  we  can't  get  it  I  don't  think  we're 
going  to  survive,"  says  Bradshaw.  That 
means,  he  says,  commitments  hereto- 
fore considered  peripheral — like  commu- 
nity affairs,  philanthropy,  even  responsi- 
bility for  employees'  families.  Govern- 
ment regulation  will  be  not  only  a  fact  of 
life  but  in  some  cases,  necessary.  "For 
years,  oil  refineries  polluted  the  Dela- 
ware River,"  Bradshaw  says,  "but  the 
first  company  that  had  stopped  doing  it 
would  have  become  immediately  non- 
competitive, so  it  went  on  until  the  gov- 
ernment stepped  in.  A  far-seeing  corpo- 
ration then  should  have  been  lobbying  to 
get  the  government  in." 

Won't  the  "new  conservatism"  restore 
some  of  the  traditional  place  of  free  mar- 
kets and  corporations?  Reagan's  election 
notwithstanding,  says  Bradshaw,  the 
trend  will  be  short-lived.  The  decades  to 
come  will  be  dominated  by  vastly  in- 
creased costs  for  energy  and  raw  materi- 
als, and  continued  declines  in  productiv- 
ity. Says  he:  "Over  the  next  20  years  the 
pie  is  simply  not  going  to  grow  as  fast  as 
it  has  in  the  past,  and  unless  the  forces  of 
the  marketplace  work  very  quickly, 
there  may  be  considerable  pressures  to 
redistribute  the  pie."  The  Eighties,  says 
Bradshaw,  probably  will  be  marked  by  a 
new  kind  of  liberalism,  "and  we're  just 
going  to  have  to  live  with  it." 

The  little  man's  monopoly 

If  you're  the  CEO  of  a  company  which 
has  85%  of  its  principal  market  and 
racks  up  net  margins  of  more  than  25%, 
you  might  expect  a  little  antitrust  trouble 
from  the  government.  So  it's  surprising 
that  so  far  Ocean  Spray  Cranberries, 
which  has  numbers  like  those,  is  only 
getting  a  little  trouble. 

The  reason:  Ocean  Spray,  located  in 
historic  Plymouth,  Mass.,  is  a  farmers 


mdshaw  of  Atlantic  Richfield 

going  to  have  to  live  with  it." 


Thorkilsen  of  Ocean  Spray 
Nothing  unsophisticated  about  hi 

cooperative,  with  all  the  connota 
that  calls  up,  of  the  little  man  fig 
the  heartless  corporations.  Yet  I 
nothing  unsophisticated  about  ( 
Spray.  With  $235  million  in  sale; 
year,  the  50-year-old  coop  will  sell 
2.3  million  barrels  of  the  2.7  mi 
barrel  North  American  cranberry  c 
about  45%  of  it  during  the  holida 
son.  Under  President  Harold  Thor 
55,  an  MIT  chemical  engineer,  ( 
Spray  has  steadily  expanded  into  r< 
products  like  its  Cranapple  drink  ("f 
iar  to  2  out  of  every  5  American  h 
holds,"  says  Thorkilsen);  Ocean 
grapefruit  juice  ("now  the  numbe 
brand  on  the  shelf,  and  we  only  star 
1976");  and  the  latest  acquisition, 
house  Jubilee,  a  tomato  drink. 

Success  like  this  has  raised  an  old 
anew:  Is  Ocean  Spray's  coop  stati 
unfair  competitive  advantage'  Last 
the  Federal  Trade  Commission  tl 
ened  an  antitrust  action,  but  no  f( 
complaint  has  yet  been  filed.  Even 
were,  claims  Thorkilsen,  "our  po! 
would  prevail.  This  is  all  part  of  an 
investigation  of  farm  cooperatives 
the  fact  is,  that  if  you  were  to  add  . 
the  coops  together,  they  woi 
amount  to  much  compared  to  the 
proprietary  food  processors." 

Not  suprismgly,  though,  Thorkil  > 
convinced  that  a  coop  is  a  near-p 
business — providing  disparate  fai 
direct  access  to  the  markets  of  big 
companies.  Highly  profitable  acces 
This  year  Ocean  Spray's  800  men 
will  get  back  $60  million  of  those 
million  revenues  in  the  form  of 
proceeds."— Flora  S.H  Ling 
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Holiday  Gift  Suggestions 


FABERGK 


from  the  Forbes  Collection  of  Fine  Books 


immm 


For  the  master  jeweler  at  heart . .  Faberge  Eggs 

Through  these  two  stunning  books,  you'll  have  the  op- 
portunity to  examine  the  intricacy  of  workmanship  and 
the  artistry  of  design  exhibited  in  the  exquisite  creations 
of  the  legendary  House  of  Faberge'  for  the  imperial  family 
during  the  twilight  years  of  the  Russian  Empire. 


Faberge  Eggs 

Imperial  Russian  f  antasies 
Introduction  and  commentaries 
by  Christopher  Forbes, 
Foreword  bv  Armand  Hammer. 


>  new  large-format  paperback  contains  twenty-six  poster- 
colorplates  suitable  for  framing,  that  masterfully  present 
y  detail  of  the  dazzling  jeweled  Faberge'  fantasies.  Pub- 
id  by  Harry  Abrams,  Inc.  $12.50. 


nl 
'et 


the  capitalist  at  heart 


THE 
SAYINGS 
OF 

CHAIRMAN 
MALCOLM 

,  Malcolm  Forbes 


Now  in  its  second  printing,  this  book 
is  a  collection  of  funny,  provocative, 
and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable, 
glints  of  24-karat  wisdom.  Over  half- 
a-thousand  of  them — all  negotiable  at 
any  soiree,  tete-a-tete  or  business  lun- 
cheon. Published  by  Harper  &  Row. 
$7.95. 


lyings  of  Chairman  Malcolm 
ilcolm  Forbes,  Chairman  and 
in-Chief  of  Forbes  Magazine 


Faberge  Imperial  Eggs 
ana'  Other  Fantasies 
By  Hermione  Waterfield 
and  Christopher  Forbes 

All  the  works  presented  are  from  the  Forbes  Magazine  collec- 
tion, the  most  important  holding  of  Faberge'  imperial  treasures 
outside  the  Soviet  Union.  Includes  colorplates  of  such  Faberge' 
masterpieces  as  gem-set  surprise  eggs,  singing  gold  birds  in 
jade-leafed  trees  and  fans  set  with  diamonds  and  ostrich 
feathers.  Published  by  Charles  Scribner's  Sons.  $19.95. 


For  the  young  at  heart . . . 


A  colorful  collection  of  rare  tin  and  cast-iron  toy  boats  from 
the  Nineteenth  and  early 
Twentieth  Centuries.  Con- 
tains 154  color  and  163  black 
and  white  illustrations  and 
photographs.  A  delight  for 
both  serious  collectors  and 
anyone  who  is,  or  has  ever 
been,  admiral  of  a  bathtub 
fleet.  Published  by  Charles 
Scribner's  Sons.  $24.95. 


Toy  Boats  1870-7955:  A  Pictorial  History 
By  Jacques  Mi  let  and  Robert  Forbes 


To  order,  use  the  coupon  below 


>es  Book  Collection 

;ifth  Avenue,  New  York,  N.Y.  10011 

se  send  me: 


Please  add  appropriate  sales  tax.  Total  enclosed  $_ 


:opy(ies)  of  Toy  Boats  @$24.95,  plus  $2.00  postage  and 
landling. 

:opy(ies)  The  Sayings  of  Chairman  Malcolm  @$7.95,  plus 
1 1.00  postage  and  handling. 

opy(ies)  of  Faberge'  Eggs  @$  12.50,  plus  $2.00  handling. 
opy(ies)  of  Faberge'  Imperial  Eggs  and  Other  Fantasies 
®$  19.95,  plus  $2.00  postage  and  handling. 
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Oh,  that  elephant 

Until  now  General  Motors  has  always 
had  impeccable  credentials  as  a  free  trad- 
er. But  the  Japanese,  now  with  25%  of 
the  U.S.  auto  market  and  expanding  to 
take  much  more,  seem  determined  to 
convert  everybody  in  the  country  to  pro- 
tectionism. Roger  B.  Smith,  chairman- 
elect  of  General  Motors  Corp.,  recently 
sat  with  Forbes  assessing  the  future  of 
the  auto  industry.  Suddenly  a  secretary 
burst  into  the  office  waving  a  piece  of 
Dow  Jones  wire  copy  like  a  flag.  The 
news:  The  International  Trade  Commis- 
sion had  recommended  against  curbing 
imports  of  Japanese  cars  into  the  U.S. 
Smith  was  somewhat  unnerved  and  said: 
"Sticking  with  our  free-trade  policy 
(now]  is  kind  of  like  saying  'Wbai  ele- 
phant in  the  bathtub?'  "—Bob  Tamarkin 


Smith  of  GM 

These  days  everyone's  a  protectionist. 


(, anvil  of  Delta 

Going  on  the  offensive;  grinding  out  the  growth. 


ital  commitment.  Delivery  won't  start 
until  the  fourth  quarter  of  1984  and  will 
continue  into  1990.  Like  most  big  air- 
craft deals,  it  is  indexed  for  inflation.  So 
the  actual  dollar  total  by  1990  could  well 
top  $3  billion. 

Garrett's  personal  style  may  be  folksy 
and  unassuming,  but  his  corporate  strat- 
egy clearly  is  not.  Delta  grinds  out 
growth  the  way  Bear  Bryant's  Alabama 
usually  grinds  out  touchdowns:  three 
yards  and  a  cloud  of  dust.  Garrett  ex- 
plains: "We  figure  four  to  six  planes  a 
year  for  growth,  and  the  rest  for  replace- 
ment of  the  old  planes." 

The  757s  won't  be  the  whole  story; 
Delta  is  also  waiting  to  get  some  more 
mid-  to  long-range  planes — Boeing  767s 
and  Lockheed  L- 101  Is.  But  for  the  mo- 
ment Garrett  seems  content  to  sit  back 
and  enjoy  being  courted  by  the  three  big 
engine  manufacturers — General  Electric, 
Rolls-Royce  and  Pratt  &  Whitney — seek- 
ing to  outfit  his  future  757s.  That's  a 
decision  he  will  probably  make  by  mid  to 
late  December.— Harold  Seneker 


steady  1,700  words  a  day.  It's  striq 
one-man  operation.  He  has  no  sec^ 
to  answer  his  thousands  of  letters, 
his  number  and  he  answers. 

With  his  reputation  established  1 
early  science  fiction,  including  Tbel 
dation  Trilogy,  a  future-world  epic; 
mov  now  writes  on  any  subject  th 
terests  him — from  cosmology  to  1 
icks.  "When  you  have  published  a 
successful  books,  you  can  write  for 
self,"  he  says.  "If  no  one  likes  the 
that's  okay." 

The  son  of  a  Russian  immigrant! 
mov  grew  up  in  Brooklyn  and  1 
writing  to  earn  money  for  college- 
coming  a  writer  was  the  line  of 
resistance."  But  for  20  years  he 
found  time  to  teach  biochemistry  a 
ton  University  School  of  Medicine 
investment  philosophy?  "My  brokt 
buys  me  municipal  bonds,  I  thinli 
sure  if  I  ever  bought  a  stock,  it  m 
nose-dive."— Christine  Miles 


Three  yards  and  a  cloud  of  dust    The  once  and  future  writer 


If  there  was  any  doubt  that  Delta  Air 
Lines  intends  to  exercise  its  rapidly  de- 
veloping leadership  position  in  the  U.S. 
airline  industry  (Forbes,  Sept.  1 ),  Presi- 
dent and  CEO  David  C.  Garrett  Jr.  has 
put  it  to  rest.  Garrett's  decision  Nov.  12 
to  buy  $  1 .6  billion  (in  1980  dollars)  worth 
of  Boeing  757s  cracked  open  the  market 
for  new,  midsize,  fuel-efficient  airliners 
at  a  stroke. 

"We  kind  of  went  out  and  got  on  the 
offensive,"  says  Garrett  in  his  comfort- 
able Deep  South  drawl.  "We  just  decided 
to  go  after  the  most  fuel-efficient,  noise- 
efficient  planes  we  could  find.  That's 
what  you  need  if  you're  going  to  survive 
in  this  business." 

Vita's  decision  represents  a  huge  cap- 


Pass  it  on:  Isaac  Asimov  invests  in  mu- 
nicipal bonds. 

At  least,  he  thinks  he  does.  The  in- 
credible writing  machine  of  the  world  of 
science  fiction  professes  to  leave  all  that 
to  his  broker,  along  with  questions  as  to 
how  much  money  he  has  amassed  from 
one  of  the  most  prodigious  outputs  in 
literary  history — 230  books  in  22  years. 
That's  in  addition  to  short  stories  for  the 
monthly  science-fiction  magazine  that 
bears  his  name,  or  contributions  to  other 
publications.  Says  he:  "I  have  a  hard 
time  saying  no." 

In  a  cluttered,  book-lined  six-room 
apartment  on  the  West  Side  of  Manhat- 
tan, the  60-year-old  Asimov,  sporting 
bushy  white  mutton  chops,  churns  out  a 


Writer  Asimov 

Who  said  writing  was  hard? 
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MacNEIL/LEHRER 


REPORT 

WEEKNIGHTS  ON  YOUR  PBS  STATION 


WITH  CORRESPONDENT 
CHAKI-AYNH  HUNTKK  UAULT 


EXCELLENCE 


t()  I'M  M)II(  'KI)  BY  WNKT/NF.W  YORK  AND  WK TA  i  WASI  IIN(  i  ION.  DC. 


EMB 


AT&T  and  your  local  Bell 
System  company  are  proud  to  join 
the  Corporation  for  Public  Broad- 
casting, the  member  stations  of 
PBS  and  Exxon  Corporation  as 
co-underwriters  of  the  program 
that  epitomizes  excellence  in 
broadcast  journalism.  We  invite 
you  to  make  a  habit  of  joining 
Robert  MacNeil  and  Jim  Lehrer  as 
they  explore  and  inform,  present- 
ing timely,  probing,  authoritative 
reports.  One  story  at  a  time.  The 
whole  story.  Intelligently  unfolded. 
There  is  nothing  comparable 
on  the  air. 

Please  check  your  local  list 
inys  lor  time  and  channel. 


Bell  System 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  ant/  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


2,000,000  Shares 


Smith  International,  Inc. 


Common  Stock 

( without  par  value) 


Price  $50  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  lecjally  offer  these  Securities  in  compliance 
with  the- securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


THE  FIRST  BOSTON  CORPORA  TION       LEHMAN  BROTHERS  hi  HN  L0EB       MERRILL  LYNCH  WHITE  H  ELI)  CA  PITA  L  MARKETS  GR01  P 

Incorporated  Merrill  Lynch,  fierce.  Fenner  A  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS      REAR,  STEARNS  &  CO.     BLYTH  EASTMAN  PAINE  WEBBER     DILLON,  READ  &  CO.  INC. 

Incorporated  Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURN  HAM  LAMBERT  E.  F.  HI  TTON  &  COMPANY  INC. 

Securities  Corporation  Incorporated 

KIDDER,  PEABODY& CO.       LAZARDFRERES  &  CO.       L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN  SHE  ARSON  LOEB  RHOADES  INC. 

Incorporated 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WERTHEIM  <£-  CO.,  INC.  DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

November  7, 1080 


The  Economy 


MONEY  &  INVESTMENTS 


Mounting 
inventories 
spell  trouble 


Keep 
your  eye 
on  gold 


A  severe 
profits  squeeze 
is  coming 


WHY  REAGAN  IS  GUNG  HO  ON  A  TAX  CUT 

President-elect  Reagan  is  talking  about  a  cut  in  income  taxes  as  his  first 
order  of  domestic  business.  With  good  reason.  As  Forbes  has  been  saying  for 
months,  the  recession  is  by  no  means  over.  It  will,  in  fact,  be  worse  rather 
than  better  on  Inauguration  Day.  The  next  stage  of  the  recession,  which 
Reagan's  advisers  clearly  want  to  moderate,  will  involve  massive  inventory 
reductions.  Production  has  outrun  consumption  by  a  wide  margin  since 
September,  building  a  stockpile  of  raw  and  finished  goods  that  is  close  to  the 
peak  1.76  times  monthly  sales  hit  in  March  1975. 

How  did  business  get  in  this  shape?  Wasn't  the  recession  widely 
advertised?  Hasn't  it  been  going  on  since  last  January?  Yes,  but  many 
businessmen  gave  in  to  wishful  thinking.  They  decided  the  recession  was 
over  when  consumer  spending  picked  up  sharply  in  July.  But  this  was  a 
false  signal,  brought  on  by  the  lifting  of  credit  controls  on  July  3.  As  the 
October  figures  showed — and  the  November  figures  will  show — the  con- 
sumer slacked  off  his  spending  again  just  at  the  moment  when  manufac- 
turers were  stepping  up  production.  The  result:  involuntary  inventory 
accumulation,  which  can  be  liquidated  only  through  sharp  cutbacks  in 
production. 

So  far  the  recession  hasn't  seemed  real  to  a  lot  of  people.  It  thus  hasn't  yet 
dampened  inflationary  expectations.  Until  it  does,  the  Fed  won't  relent. 

The  question  to  ask  then  is  not:  When  will  the  recession  end?  The  question 
should  be:  When  will  inflation  cool  significantly?  Until  it  does,  interest  rates 
will  be  kept  high  enough  to  inhibit  any  real  economic  recovery. 

Watch  the  commodity  markets.  Here's  where  the  first  signals  of  a  turn 
will  appear.  As  high  interest  rates  make  the  cost  of  carrying  commodity 
stocks  increasingly  expensive,  some  holders  will  start  to  dump.  Gold  will 
come  under  pressure;  remember,  in  spite  of  its  comedown  gold  is  still  selling 
at  50%  over  what  it  fetched  a  year  ago.  But  people  who  are  believers  in  gold 
at  $600  an  ounce  will  become  disenchanted  at  $400  an  ounce. 

By  early  spring  of  1981  the  combined  effect  of  continued  recession  and 
dropping  commodity  prices  should  bring  about  a  decline  in  inflationary 
expectations.  People  will  no  longer  act  as  if  double-digit  inflation  were  here 
to  stay.  Once  the  inflation  rate  gets  down  to,  say,  7%  or  8%,  people  will  be 
as  likely  to  expect  the  next  move  to  be  down  to  6%  as  up  to  9%. 

The  conclusion  is  inescapable:  Those  Mar.  31,  1981  profit  reports  will 
make  discouraging  reading.  Business  profits  will  be  caught  between 
declining  sales,  excessive  inventories  and  crushing  interest  rates.  Bright 
spots  will  be  machine  tools,  benefiting  from  the  auto  industry's  forced- 
draft  retooling,  and  suppliers  to  the  energy  industry,  as  the  nation  gears  up 
for  an  allout  fight  against  energy  dependency  under  the  new  Administra- 
tion. For  just  about  everyone  else  it  will  be  a  long  shivery  winter.  But  it 
won't  be  a  dull  winter.  You  can  expect  wild  fluctuations  in  markets  and 
interest  rates. 

A  tax  cut  early  in  the  year  will  improve  sentiment  but  won't  do  much 
for  actual  business  until  summer  rolls  around.  The  people  who  run  the  Fed 
have  decided  that  temporary  volatility  and  a  grinding  recession  aren't  too 
high  a  price  for  bringing  inflation  down  to  more  manageable  levels. 
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Capital  Markets 


M(  >NEY&  INVESTMENTS 


Investing  in  bonds?  Forget  it.  For  now 
there  is  nothing  but  speculation. 

THE  NAME  OF  THE 
GAME  IS  TRADING 


By  Ben  Weberman 


With  federally 
guaranteed  Ginnie 
Mae  pass-through 
certificates  yielding 
close  to   14%  and 
tax-exempts  over 
10%,  long-term 
ggg      ^0^^  bond  yields  look  al- 
H  Jl^ri^B  most  irresistibly 
■  fjr  I  tempting    by  any 

wM-aSL. — JHH  standard.  Yet  the  re- 
ality is  that  long-term  holders  are  sit- 
ting with  horrendous  losses  and  the 
prime  keeps  heading  up.  The  prospect 
is  for  continued  volatility  well  into 
1981.  That's  the  current  medicine  the 
monetary  authorities  are  prescribing 
to  check  raging  inflation. 

Under  the  circumstances,  discre- 
tion seems  the  better  part  of  valor. 
The  prices  of  long-term  bonds  are  tre- 
mendously sensitive  to  every  change 
in  interest  rates.  To  illustrate,  a  1- 
point  move  in  rates  from,  say,  9%  to 
10%  can  cause  a  $100  loss  on  a  30- 
year  $1,000  bond;  on  a  3-year  bond 
the  same  swing  would  only  be  about 
$25.  Such  a  swing  on  a  long-term 
bond  can  easily  wipe  out  a  full  year's 
interest  payment.  With  the  trading 
range  we  have  had  this  year,  some 
municipal  bond  funds  have  had  sub- 
stantially negative  returns  in  recent 
years.  No  wonder  bond  people  are 
nearly  paralyzed  with  fear. 

Even  when  interest  rates  had  great- 
er stability,  the  steady  rise  of  rates — 
decline  in  prices — eroded  managed 
tax-exempt  bond  funds  as  principal 
losses  more  than  wiped  out  annual 
interest  receipts.  The  11  municipal 
bond  funds  that  existed  at  the  start  of 
1977  have  had  an  average  annual  neg- 
ative total  rate  of  return  of  5.6%  since 
then.  One  fund  even  lost  14%  a  year 
in  total  return. 

The  best  performer  among  munici- 
pal bond  funds  was  the  Rowe  Price 
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Tax-Free  Income  Fund,  which  actual- 
ly had  a  positive  yield  of  3%  in  the 
33/4-year  period.  We  discussed  this  rel- 
atively good  showing  with  the  fund's 
manager,  Executive  Vice  President 
Peter  J.D.  Gordon. 

Gordon:  "Throw  away  the  tradi- 
tional tools  used  in  the  past  to  develop 
portfolio  strategy.  Current  yield,  yield 
to  maturity,  yield  to  call  are  all  inad- 
equate in  assessing  the  value  of  a  par- 
ticular bond  or  the  structure  of  a  bond 
portfolio." 

What  does  he  recommend?  "Total 
rate  of  return — coupon  income  plus 
principal  gain  or  loss  within  a  specific 
time  frame."  A  long-term  bond  is  no 
longer  attractive  merely  for  its  in- 
come, he  emphasized.  "Rather,  it  has 
become  a  trading  vehicle  from  which 
we  attempt  to  improve  the  relative 
total  return  performance  of  a  portfolio 
based  on  an  expectation  of  decline  or 
increase  in  interest  rates." 

Rowe  Price  sets  maturity  objectives 
for  the  portfolio  and  establishes  what 
it  believes  to  be  the  interest-rate  risk 
for  any  particular  portfolio  maturity 
structure  (or  total  rate  of  return).  Best 
results,  he  adds,  are  achieved  through 
purchase  of  high-coupon  bonds.  These 
pay  the  highest  rate  of  interest  for 
given  market  conditions  and  permit 
greater  compounding  of  the  income 
stream  in  contrast  with  low-coupon 
bonds,  which  sell  at  a  deep  discount 
and  move  more  rapidly  in  price  as 
interest  rates  change. 

What  tax-exempts  does  Gordon  like 
right  now?  Specifically,  long-term 
Aaa-rated  state  obligations,  which 
currently  pay  9.3%  on  30-year  maturi- 
ties. He  looks  for  inflation  and  inter- 
est rates  to  moderate  toward  the  mid- 
dle of  next  year.  Assume  those  same 
bonds  then  sell  to  yield  8.25%  (Gor- 
don's assumption)  and  you  would 
have  a  total  yield — interest  plus  appre- 
ciation— of  about  30%.  This  kind  of 
trading  for  combined  yield  served  the 
Price  Fund  well  this  year.  The  fund 
sold  long-terms  in  April  when  interest 
rates  temporarily  eased  (and  bond 
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prices  went  up).  As  an  example, 
bought  Maryland  Community  Devd 
opment  Administration  10s  of  20^ 
in  August  at  99  Vi  and  resold  them 
few  months  later  at  prices  rangir 
from  105  to  106.  This  trading  profl 
helped  make  up  for  losses  elsewhe: 
in  the  portfolio  and  gave  the  fund 
small  positive  yield  for  the  year. 

The  Price  Fund  also  leavened  i 
portfolio  with  shorter  maturities  wij 
consequently  lower  market  exposu: 
and  with  variable  rate  bonds. 

The  point  is  clear:  Bond  investing 
no  longer  a  matter  of  simply  seeking 
maximum  current  yield.  Thegame  is  s 
much  more  complicated  today.  Evu 
when  you  buy  long-term  bonds,  y< 
don't  buy  them  to  hold;  you  buy  thei 
to  trade.  You  have  to  learn  new  trie!) 
when  you  operate  in  an  inflationai 
environment .  The  old  rules  are  useles 
This  is  rather  sad.  It  means  everyon 
becomes  a  speculator.  Investing 
more  dangerous  now  than  speculatini 

For  large  investors  who  don't  ha\ 
the  nerve  for  trading  or  the  time  a 
trading,  the  best  bet  right  now  in  taj 
exempts  would  seem  to  be  near-matl 
rity  bonds.  Trouble  is,  there  is  only| 
limited  supply  of  these.  One  such 
Florida  Keys  Aqueduct  Authority  W 
ter  Revenue  9 Vis  of  1982.  With  sud 
an  issue,  your  exposure  to  interesj 
rate  fluctuations  is  relatively  smal 
There  are  also  a  few  three-year  tai 
exempt  note  issues  available.  An  e| 
ample  is  the  A-rated  Burlington,  Kan 
pollution  control  issue  at  8.2°A 
backed  by  a  lease  with  Kansas  Cij 
Power  and  Light  Co.  There  are  a  fe 
other  such  issues.  Your  broker  shou] 
be  able  to  identify  them  for  you. 

For  the  smaller  investor,  municipi 
bond  funds  are  the  best  bet.  You  ca 
buy  the  Price  Fund,  whose  manage: 
have  proven  they  know  how  to  pla 
the  new  game  by  the  new  rules.  Oth» 
good  funds  are  the  Kemper  Municipi 
Bond  Fund,  whose  management  pit 
neered  yield-through-trading,  tl 
Dreyfus  Tax-Exempt  Bond  Fund  ar 
the  Nuveen  Municipal  Bond  Fun 
What  if  you  are  sitting  with  a  big  loi 
in  a  bond  fund?  Cash  it  in,  use  the  lo; 
as  a  tax  offset  to  reduce  your  lncotm 
tax  liability  and  then  reinvest  in 
similar  fund. 

If  accepting  all  this  volatility  hel{ 
bring  about  a  significantly  lower  ra 
of  inflation,  the  price  may  well  1 
worth  paying.  But  until  the  inllatic 
rate  comes  down,  there  is  no  longi  nfk 
such  a  thing  as  a  bond  investor.  The:  • 
are  only  bond  speculators.  Keep  this  ' 
mind  if  you  find  yourself  being  temp) 
ed  by  the  historically  high  yields. 
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Stock  Comment 


How  can  you  evaluate  the  outcome  of  the 
game  if  all  you  know  about  the  team  is  the 
name  of  the  general  manager? 

SUSPENDED 
ANIMATION 


By  Heinz  H.  Biel 


Although  the  poll- 
sters remained  am- 
bivalent till  the  very 
end,  the  stock  mar- 
ket had  anticipated, 
"discounted"  if  you 
will,  the  Reagan  vic- 
tory ever  since  last 
April.  After  all,  it 
had  been  dubbed  the 
"Reagan  rally." 


What  did  come  as  a  surprise,  however, 
was  the  Republicans'  sweep  of  the 
Senate,  which  was  duly  celebrated 
with  a  tremendous  upward  push  that 
carried  the  stock  market  to  new  rec- 
ord highs. 

So  what  do  we  do  now?  Mr.  Rea- 
gan's promises  and,  I  believe,  his  in- 
tentions are  all  to  the  good:  Restore 
the  strength  and  prestige  of  America 
in  the  world;  curb  inflation;  reduce 
unemployment;  "get  America  going 
again";  cut  waste  in  government  and 
balance  the  budget;  etc.,  etc.  It  all 
sounds  wonderful — until  you  remem- 
ber that  Jimmy  Carter  made  very 
similar  promises  four  years  ago.  Un- 
fortunately, instead  of  reducing  his 
"misery  index"  (inflation  rate  plus  un- 
employment rate),  he  managed  to 
double  it.  Obviously,  good  intentions 
alone  do  not  assure  realization  of  the 
objective. 

During  the  present  interregnum 
this  country's  affairs  are  in  a  state  of 
suspended  animation.  How  can  you 
evaluate  the  outcome  of  the  game  if 
you  don't  even  know  the  names  of  the 
players — or  anything  about  the  team 
except  the  name  of  the  general  man- 
ager? At  this  time  we  just  have  to 
guess,  and  this  is  not  very  satisfactory 
when  it  comes  to  investing  money. 

If  we  assume  that  the  Reagan  Ad- 
ministration can  get  inflation  under 
control  and  maybe  even  succeed  in 
reducing  it  a  bit,  then  bonds,  as  well 


Heinz  H  Biel  is  a  vice  president  of  the  NYSE 
firm  of Janney  Montgomery  Scott. 


as  yield-sensitive  stocks — such  as 
utilities — are  a  bargain.  After  all,  in- 
terest rates  (pretax)  are  now  well  in 
excess  of  the  current  rate  of  inflation. 
Even  if  Mr.  Reagan  only  succeeds  in 
dampening  the  present  inflation  men- 
tality, i.e.  the  general  expectation  that 
inflation  will  not  only  continue  but 
get  even  worse,  the  results  would  be 
highly  beneficial. 

Is  this  too  good  to  be  true?  I  am 
afraid  it  is.  Nevertheless,  at  this  point 
I'd  be  disinclined  to  sell  bonds  and 
utility  stocks.  If  realization  of  a  loss 
should  be  advantageous  for  tax  rea- 
sons, just  swap  them  for  similar  is- 
sues. However,  this  is  merely  a  tem- 
porary stance  and  does  not  alter  my 
aversion  to  this  type  of  investment. 

I  would  not  be  in  any  hurry  to  com- 
mit liquid  reserves  which  were  estab- 
lished in  recent  months.  To  begin 
with,  most  of  the  more  desirable 
stocks  are  not  exactly  cheap.  More 
importantly,  if  Mr.  Reagan  wants  to 
accomplish  what  he  has  set  out  to  do, 
it  is  going  to  hurt.  There  will  have  to 
be  some  rather  bitter  pills  to  swallow 
instead  of  the  comforting  tranquiliz- 
ers to  which  this  country  has  become 
addicted.  After  all,  what  is  "waste"  to 
some  means  jobs  and  profits  to  oth- 
ers. Like  Conservative  Margaret 
Thatcher's  Britain,  we  too  may  have 
to  go  through  what  has  become 
known  as  the  "agony  phase."  The 
promise  of  tax  cuts  is  a  nic,e  sugar 
coating  and  a  splendid  longer-range 
objective,  but  how  it  can  be  done  in  a 
meaningful  way  without  impairing 
the  success  of  other  objectives  re- 
mains an  unsolved  mystery. 

One  should  also  keep  in  mind 
that  it  is  in  the  first  and  perhaps 
the  second  year  of  his  term  in  office 
that  a  new  president  can  do  the 
things  that  he  knows  should  be 
done,  even  if  they  hurt  and  are  un- 
popular, because  he  does  not  yet 
have  to  worry  about  his  reelection 
prospects.  This  would  seem  to  be 
the  principal  reason  why  the  stock 
market  usually  does  not  do  very  well 
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in  the  first  year  of  a  new  presidenc 

As  far  as  stock  selections  are  era 
cerned,  it  probably  does  not  make 
great  deal  of  difference  whether 
Democrat  or  Republican  sits  in  tl 
White  House.  Carter's  windfall-prc 
its  tax,  for  instance,  so  harshly  cril 
cized  by  its  opponents,  certainly  d 
not  hurt  the  spectacular  performan 
of  oil  stocks  this  year.  To  be  sui 
there  are  basic  policy  differences 
many  respects,  but  it  is  difficult 
predict  how  various  industries  or  inc 
vidual  companies  will  be  affected. 

So  far,  I  can  see  no  reason 
change  investment  strategy.  Becaui 
of  the  strong  probability  that  tj 
inflation  rate  will  remain  high,  i 
gardless  of  what  Reagan  does,  inve 
tors  should  continue  to  emphasi: 
companies  with  natural  resources 
this  country.  The  North  Sea  coul 
tries,  Canada  or  Australia  may  I 
"friendly"  politically,  but  that  doi 
not  necessarily  apply  to  econom 
matters.  Think  of  them  as  "blu 
eyed  Arabs." 

Natural  resources  should  not  be  d 
fined  too  narrowly.  It  does  not  juj 
mean  oil  and  gas,  minerals,  timbe 
land  and  the  like.  Our  most  impc 
tant  resources  are  the  brains  of  god 
management.  The  companies  ^ 
want  to  invest  in  must  be  capable 
growth,  and  that  goes  for  cyclic 
companies  as  well  as  noncyclic 
ones.  IBM,  with  a  probable  grow 
rate  of  15%  or  better  for  the  ne| 
several  years  and  selling  at  about 
times  projected  1981  earnings,  is  I 
prime  example. 

Procter  &  Gamble  (69)  was  hit  vei 
hard  by  the  Rely  tampon  problei 
which  necessitated  a  $75  million  (a 
tertax)  writeoff.  Of  course,  this  1st 
great  disappointment,  but  it  is  ca 
tainly  no  disaster  for  this  enormou 
ly  strong,  multiproduct  compan 
The  stock  came  down  nearly  20' 
from  its  1980  high,  a  shrinkage 
$1.3  billion  (!)  in  the  company's  ma 
ket  valuation.  I  think  that's  moi 
than  enough.  P&G,  like  IBM,  is  e 
Genentech  or  Apple  Computer,  an 
it  is  obviously  not  the  kind  of  stoo 
that  can  double  in  price  within 
year  or  two,  but  an  ultra-conserv 
tive  or  timid  stock  investor  will  a 
preciate  the  company's  superb  recoi 
of  25  years  of  uninterrupted  il 
creases  in  per-share  earnings  al 
'  dividends.  The  dividend  was  < 
cents  in  1960,  $1.09  in  1970  and  tl 
present  rate  is  $3.80.  On  the  basis 
income,  although  not  in  price  appri 
ciation,  this  stock  has  proved  an  el 
cellent  inflation  hedge.  ■ 
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World  Currencies 

Why  the  IMM  has  expanded  its  foreign 
exchange  markets. 


One  of  the  most  successful 
innovations  in  the  world  of 
international  exchange  is  our 
group  of  foreign  currency 
futures  contracts:  British 
pounds,  Canadian  dollars, 
Swiss  francs,  Deutsche  marks, 
Japanese  yen,  Mexican  pesos, 
French  francs  and  Dutch 
guilders.  Almost  one  million 
contracts  were  traded  in  the 
first  quarter  of  this  year  alone. 
That  translates  into  daily 
volume  that  frequently 
approaches  a  billion  dollars. 

Now  we  have  greatly  increased 
the  scope  and  flexibility  of  the 
IMM's  foreign  exchange  mar- 
kets with  several  important 
changes.  Foremost  among 
these  is  doubling  the  number 
of  contract  months  from 
four  to  eight  per  year. 


This  will  serve  to  expand  the 
opportunities  for  banks,  cor- 
porations and  other  traders 
engaged  in  hedging,  arbi- 
traging  and  spreading.  The 
expanded  schedule  offers 
regular  contracts  for  January, 
March,  April,  June,  July, 
September,  October  and 
December. 

In  addition  to  the  schedule  of 
regular  contracts,  the  four 
remaining  months  of  Febru- 
ary, May,  August  and  November 
will  be  inserted  in  the  "spot" 
month  rotation,  making  it 
possible  to  trade  in  a  current 
month  throughout  the  year. 
A  spot  month  trades  without 
daily  price  limits  so  it  can 


constantly  stay  in  line  with 
world  interbank  prices,  sig- 
nifying the  increasingly  close 
relationship  that  exists  be- 
tween the  IMM  and  the  global 
foreign  exchange  market. 

The  business  of  the  IMM 
is  to  respond  to  the  needs 
of  corporations,  banks  and 
individuals  who  use  it.  The 
transfer  of  foreign  exchange 
risk  to  the  IMM's  futures 
markets  has  become  an  impor- 
tant aspect  of  doing  business. 

We  are  at  your  service. 

For  more  information,  call, 
one  of  the  following  numbers: 
Chicago  312-930-3048, 
New  York  212-363-7000, 
London  01-920-0722.  Also, 
in  the  continental  U.S.  you 
may  call  800-228-2027. 


While  the  Democrats  were  in  power,  Don 
Rumsfeld  nursed  a  three-year  corporate  recu- 
peration. Now,  some  old  Republican  ties  may 
help  his  company  even  more. 

Sweet  victory 
for  Searle? 


The  Streetwalker 


Searle  Chairman  Donald  H.  Rumsfeld 
Some  good  friends  in  Washington. 


Ask  Paul  Brooke,  associate  direc- 
tor of  research  at  C.J.  Lawrence, 
about  Ronald  Reagan's  landslide 
victory.  "The  numbers  are  incredible," 
he  whispers.  Is  Brooke  talking  about  the 
Electoral  College,  upheavals  in  the  Sen- 
ate? "No,  no.  CD.  Searle!" 

What  has  the  election  got  to  do  with 
an  old  Illinois  manufacturer  of  products 
like  Dramamine?  A  faster  writeoff  or 
two,  perhaps?  "No,  no,"  Brooke  contin- 
ues. "Take  the  fact  that  Don  Rumsfeld, 
Searle's  chairman,  is  a  big  Republican — 
former  Secretary  of  Defense  under  Nix- 
on. Add  to  that  George  Bush,  who  used 
to  be  on  the  board  at  Eli  Lilly  and  under- 
stands drug  companies.  Then  consider 
that  the  FDA  has  held  up  the  introduc- 
tion of  Aspartame,  Searle's  artificial 
sweetener,  since  1974.  If  that  product 
full  approval,  it  could  add  from  $1.25 


to  $1.75  annually  to  per-share  earnings 
within  four  years  and  become  a  solid 
competitor  to  saccharine." 

Brooke,  of  course,  is  speculating  that 
Rumsfeld's  Washington  connections 
may  tip  the  scale.  No  black-bag  influence 
peddling,  mind  you.  Just  that  Rumsfeld's 
credibility  with  the  Administration 
makes  correction  of  what  Brooke  calls  a 
"regulatory  travesty"  more  likely.  And  if 
the  FDA  approved  only  limited  uses  for 
Aspartame  the  relief  would  be  immedi- 
ate. The  $8-98  million-a-year  company 
wrote  off  $2l'.3  million  in  development 
costs  this  fall  that  could  eventually  flow 
back  into  the  income  statement. 

Of  course,  cautions  Brooke,  an  inves- 
tor has  to  assume  that  Aspartame  isn't 
going  to  get  approved  anytime  soon. 
Even  without  it,  Searle  today  has  more 
than  good  Republican  vibes  going  for  it. 


Joseph  Riccardo,  senior  drug  ana 
Bear,  Stearns,  agrees.  "Rumsfeld's 
ing.  To  be  kind,  the  company  was 
shape  when  he  took  over." 

Like  many  drug  houses,  Searle  d 
fied  widely  after  the  FDA  cracked 
on  drug  introductions  in  the  earl 
ties.  But  the  company  bought  a 
clunkers;  sales  blossomed  and  ea 
didn't. 

Administrative  overhead  soared 
Gresham's  Law  of  Managemen 
vailed:  Weak  divisions  sucked  ca$ 
management  supervision  away 
stronger  ones.  Worst  of  all,  in  191 
company's  fattest  cash  cows — two! 
ed  diuretics  named  Aldactone  and 
tazide — were  scheduled  to  go  off  pj 

Fresh  from  the  Pentagon,  hoi 
Rumsfeld  quickly  cleared  the  de^ 
Searle  in  1977.  That  year  the  cor] 
sold  some  20  divisions,  took  near] 
million  in  writeoffs  and  posted  a 
million  net  loss.  Heads  rolled,  1 
them.  Says  Riccardo,  shaking  his 
"And  this  guy  had  never  worked 
drug  business  before." 

Four  divisions  remained.  To  sh 
pharmaceuticals,  which  account* 
51%  of  sales,  he  immediately 
pumping  up  R&.D  expenditures.  B| 
fore  that  effort  could  bear  fruit 
embarked  on  an  aggressive  progr, 
license  acquisition.  That  has  fue 
new  product  introductions  throu 
tember  of  this  year  alone. 

Meanwhile,  Searle's  marketers 
a  miracle  with  off-patent  Aldacto 
Aldactazide.  Sales  of  the  two  pn 
(which  have  margins  approaching, 
have  declined  only  10%  to  15%  ani 
in  the  U.S. — far  less  than  anticij 
That  has  helped  boost  the  division 
era  ting  earnings  by  45%,  to  $149.} 
lion.  Adds  Riccardo,  "The  R&D 
even  begun  to  pay  off  yet." 

The  outlook  for  Searle's  optical 
ucts  group,  the  dominant  force  ii) 
wear  retailing,  is  even  better,  "j 
stores,  with  their  economies  of  seal 
forcing  out  the  old  mom-and-pop 
ations,  so  sales  and  earnings  are  ej 
ing,"  says  Brooke.  Since  1977  oj 
revenues  increased  81%,  to  $131  mil 

Rumsfeld  still  has  one  loser:  the 
cal  products  division  earned  a  seal) 
pretax  on  $262  million  in  sales  last 
and  some  analysts  think  he  will  soc 
rid  of  it.  Rumsfeld's  cut-and-run  x 
makes  that  plausible;  he  sold  his  lac 
ter  CAT  scanning  operations  this  y 
Siemens  AG.  But  don't  write  off  mi 
products  yet.  "The  industry  is  co 
dating  as  interest  rates  make  inven 
more  expensive.  The  division  couli 
surprise,"  says  Brooke. 

Add  it  all  up,  and  the  numbei 
impressive.  Riccardo  projects  per 
earnings  of  $2.35  in  1981,  and  as  mi 
$3  in.  1982.  Brooke  expects  $2.40 
year  and  $2.85  in  1982.  Searle's 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stod< 
purchase  agreements  for  close 
corporations. 

In  a  condse, 
readable  style,  the  author 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock- Purchase  Agreements  and 
the  Gose  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


I 

I 
I 
! 

I 

L 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business- Partnership 
Purchase  Agreements 

□  Professional- Partnership 
Purchase  Plan 


City- 


-Zip- 


National  Life  of  Vermont 

National  Life  Drive 
Montpelier,  Vermont  05602 


I 

Department  F^J 


Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

•  Tax  Considerations,  Good 
Will,  Funding  Insurance 
•  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 

Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


Quality  by  Design. 

National  Life 


of  Vermont 


National  Life  Insurance  Company    Home  Office:  Montpelier,  Vermont  05602 
LIFE  INSURANCE.  BUSINESS  INSURANCE.  DISABILITY  INSURANCE,  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES.  INC.  -  MUTUAL  FUNDS.  VARIABLE  ANNUITIES. 


r  146th  1 

CONSECUTIVE 
QUARTERLY 
CASH  DIVIDEND 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
October  30,  1980,  declared 
a  regular  quarterly  dividend 
of  43  cents  per  share  of  com- 
mon stock,  payable  Decem- 
ber 1 , 1 980,  to  shareholders 
of  record  November  14, 
1980. 


For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President ,  Fi- 
nance, Dept.  C,  ENSERCH 
Center.  Box  999,  Dallas, 
Texas  75221. 
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flfXV  PEARLS! 


FORBES 

cookies 


■  Honorable  Chairman  Malcolm  Forbes 
has  fifty  pearls  of  wisdom  in  a  new 
limited  edition  of  his  very  digestible 
Capitalist  "sayings"  baked  into  most 
fortunate  cookies. 

■  For  only  $  1 5-a-can  of  50  cookie-clad 
sayings — the  fabulous  Cookie  Edition 
of  "The  Sayings  of  Chairman  Malcolm" 
is  yours. 

■  This  unique  edible  edition  is  sure  to 
please  the  capitalist  of  your  choice.  And 
the  delightful,  custom-designed  tin  can- 
ister makes  the  perfect  holiday  gift. 

■  Send  $  1 5  in  check  or  money  order, 
plus  $3  for  postage  and  handling,  to 
Forbes  Capitalist  Cookies.  60  Fifth 
Avenue,  New  York,  NY  1001  1.  Please 
add  applicable  sales  tax. 
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The  Streetwalker 


trading  recently  at  23 '/»,  sports  a  hefty 
multiple  of  13.  But,  says  Riccardo,  that 
will  likely  improve :  "The  perception  on 
The  Street  is  that  Searle  is  a  low-growth 
company  with  no  new  products,  that 
Rumsfeld  did  all  the  easy  things,  and  that 
it  hasn't  really  changed.  When  people  see 
the  results  that  Rumsfeld  has  coming, 
that  perception  will  alter — even  if  Aspar- 
tame stays  off  the  market. 

And  then,  of  course,  there  are  those 
friends  in  Washington. — \ewcomb  Stillwell 

Hot  Cowles? 

As  every  media  buff  knows,  Saul  Stein- 
berg's Reliance  Group  Inc.  has  grabbed 
5.2%  of  the  New  York  Times  Co.'s  pub- 
licly traded  stock,  and  there  are  rumbles 
that  Reliance  may  try  to  acquire  more.  If 
you  believe  Steinberg  is  serious,  the  com- 
pany to  buy  isn't  the  Times  Co. — it  is 
Cowles  Communications. 

Even  though  control  of  the  Times' 
board  of  directors  seems  securely  vested 
in  nonpublic  Times  shares  owned  by  the 
Sulzberger  family,  the  Times  is  taking 
Steinberg  seriously  indeed.  The  genteel 
company  has  reportedly  even  hired  Joe 
Flom,  the  corporate  hardball  lawyer,  to 
keep  Visigoth  Steinberg  away. 

This  is  good  news  for  Cowles,  since  its 
ma)or  asset  is  2.6  million  Times  shares. 
The  company,  which  also  owns  two  TV 
stations,  got  its  Times  stock  in  1971  in 
exchange  for  media  properties.  The  Sulz- 
berger own  another  28%  of  the  Times 
public  stock,  leaving  about  50%  available 
in  the  market.  If  Steinberg  really  wants 
to  consolidate  a  portion  of  the  publish- 
ing company's  earnings  and  give  him- 
self a  shot  at  a  seat  on  the  board,  the 
Cowles  block  is  bound  to  be  enticing. 
The  Sulzbergers  won't  sell  and  where 
else  is  there  to  go; 


Sternberg  of  Reliance  Group 
Where  else  is  there  to  go? 


Two  years  ago,  Cowles  tried  to 
date  and  called  the  deal  off  becai 
potential  tax  problems — but  it  m 
again  next  year.  The  last  time  ai 
the  company  planned  to  dist 
Times  shares  to  its  stockhc 
Cowles,  in  fact,  considered  the  size 
Times  holdings  something  of  a  pro 
and  valued  them  below  market.  T| 
no  premium  on  a  big  position  in  si 
pany  that  is  under  firm  family  con 

But  with  Steinberg  in  the  pi| 
things  are  different.  Marvin  What! 
Cowles'  chairman,  says  that  Ste\ 
hasn't  approached  him  about  the 
pany's  Times  shares.  "We're  not 
ested  in  selling,"  he  explains,  until 
lems  with  renewal  at  Cowles'  Da  ... 
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Beach  TV  station  are  resolved 

At  current  prices  for  Times 
Cowles  is  trading  for  about  its  cJ 
sion  value,  if  you  accept  the  com| 
$40  million  valuation  on  its  TV  p 
ties.  That  figure  is  low,  however,  be 
the  Florida  license  is  in  icopardy. 

Now,  let's  dream  for  a  minute 
Cowles  clears  its  TV  license  nexi 
and  decides  to  liquidate.  The 
stock  could  bring  $45  a  share — aft 
Steinberg  paid  $38  for  a  350,00011 
block.  With  0.66  Times  shares  bf 
every  Cowles  share,  the  Times 
alone  is  worth  $29.70  a  share. 

Now,  the  TV  stations.  One  h 
broadcasting  executive  figures  thai 
clean  licenses,  Cowles  would  easi 
$60  million — $15  a  share — for  its  p 
ties.  Throw  in  another  $1  or  so  foj 
on  hand,  and  you  come  up  with  $4.< 
about  50%  more  than  Cowles'  c 
stock  price  and  more  upside  po< 
than  Times  shares. 

But  Steinberg,  who  figured  out  l 
tricacies  of  the  Penn  Central  reorg 
tion  ahead  of  almost  everyone, 
about  Cowles,  too.  Don't  be  surpii 
he's  already  bought  a  chunk  of  it 
Cowles  announces  a  new  plan  toi 
date,  Steinberg  may  well  make  a  p 
the  entire  company.— Allan  Sloan 
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A  Dome  run 

If  the  smartest  time  to  invest  is 
the  future  looks  bleak,  then  Dome 
leum  is  under  a  tempting  massive 
The  Calgary-based  oil  producer's 
value  fell  by  more  than  20%  in  t] 
days  following  Pierre  Trudeau's  O 
budget  message.  In  one  swoop,  th 
ernment  will  grab  a  25%  sta 
Dome's  promising  frontier  re: 
Company  officials  howled  about 
way  robbery"  and  "confiscation, 
U.S.  analysts  raced  to  issue  large-ty 
recommendations. 

North  of  the  border,  however, 
heads  began  to  study  the  goven 
proposals.  Buried  in  the  Trudeau  pi 
guarantee  on  producer  margins,  ; 
them  for  the  next  ten  years  at  38' 
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Ihe  Streetwalker  | 

oil  and  47%  on  natural  gas.  That 
I  an  asset  as  the  company  begins  to 
p  its  new  Beaufort  Sea  fields.  Pric- 
lirtainty  makes  things  look  even 
Encouraging  than  before,"  says  Ed- 
S'ederayko  of  Gordon  Securities  in 
"There's  no  other  oil  company 
ts  upside  potential.  Dome  at  5 
;ash  flow  is  dirt  cheap." 
recent  low  of  52,  Dome  was  even 
r.  Not  bad  for  a  company  with  a 
ability  to  find  oil  and  a  history  of 
inual  growth.  Dome,  in  fact,  just 
d  third-quarter  earnings  up  57%, 
nadian  analysts  expect  it  will  earn 
>  for  the  year. 

objective  of  the  Trudeau  proposals 
snalize  foreign-owned  oil  compa- 
ld  help  their  domestic  counter- 
But  Dome  has  been  such  a  hot 


'ack  Gallagher 
veap." 


vest 


fs  ownership  fluctuates.  "I've  seen 
(  Canadian  ownership  drop  to  as 
I  40%,  and  whenever  Chairman 
llagher  goes  to  New  York  the  big 
fboys  buy  up  a  lot  of  shares,"  says 
nkin  of  Toronto-based  Midland 
/.  "How  do  you  keep  track  of 
ng  like  that?" 

est  guess  is  that  Dome  is  50% 
owned,  which  means  the  bud- 
tains  even  more  good  news, 
a  system  of  cash  grants,  domes- 
aii"  panies  will  be  reimbursed  up  to 
exploration  costs.  The  payment 
rises  with  the  level  of  home- 
ownership,  and  that  helps  Dome 
intly.  "I  put  the  company's  net 
lue — on  1979  proven  reserves 
$65  today.  That's  $3  higher 
ore  these  reimbursements,"  says 
Shaw  of  Toronto's  Wood  Gundy, 
s's  case,  then,  Trudeau  may  have 
ore  than  he  took  away;  he  is  sure 
if  U.S.  investors  are  the  last  to 
>ii    1.— Flora  S  H  Ling 
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TAX  FREE  BONDS. 

Ask  the  rnanwfto  owns  them. 


"In  medicine  I'm  a  specialist.  But  when  it  comes  to  investing 
I'm  not.  I  don't  have  the  time  or  training  to  best  manage  my 
portfolio.  That's  why  I  count  on  the  investment  specialists 
at  MVS. 

"Obviously  I  realize  that,  being  in  the  50%  tax  bracket, 
I  would  have  to  earn  20%  in  some  other  investment  to  equal 
the  10%  tax  frees  earn  for  me.  Certainly  I  appreciate  that  kin 
of  return.  I  like  the  opportunities  for  growth  that  municipal 
bonds  offer.  But  most  of  all  I  like  the  security. 

"I  deal  with  MVS  because  their  only  business  is 
tax  free  bonds.  And  with  the  hundreds  of  millions 
of  dollars  they  do  in  municipals,  I  know  I  can 
count  on  them  to  find  the  surest  way  to 
achieve  my  investment  goals. 

"The  specialists  at  MVS  give 
the  information  and  attention 
I  deserve.  It's  a  winning 
investment  combination." 

For  the  story  on  how 
tax  free  bonds  can  work 
for  you,  talk  to  the 

specialists  at  MVS.  It 's  their  business  to  know. 
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NAME 


Alulti-ltest  Securities,lnc. 


MVS 


ADDRESS 


CITY/STATE/ZIP 


63  WALL  STREET 
NEW  YORK  10005 

212-425-0366 
800-221-5136 

Members  NASO'SIPC 


are  yields? 

Call  free  1-800-638-5660* 

A  savings  account!  is  certainly 
dependable  for  everyday  emergencies. 
But  in  these  times  of  spiraling  infla- 
tion, it's  also  important  to  seek  maxi- 
mum return  on  your  money.  In  addition 
to  high  current  yields,  the  Rowe  Price 
Prime  Reserve  Fund  offers  these  attrac- 
tive advantages: 

□  Minimum  initial  investment,  just 
$1,000  (as  little  as  $100  thereafter). 
□  Immediate  liquidity  with  no  with- 
drawal penalty. 

□  Toil-Free  telephone  redemption/ 
transfer. 

□  Free  check  writing. 

□  No-Load.  No  sales  charge  or  redemption 
penalty. 


In  Baltimore  547-2308.  Elsewhere  in  Md.-  1  800-492-1976 


Rowe  Price  Prime  Reserve  Fund,  Inc. 

KM)  E.  Pratt  St.  Baltimore,  Maryland  21202 


A  6 


Name  

Address. 
City  


. State- 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you  invest  Or  send  money. 
fYour  investment  in  a  savings  account  is  insured  by  a  government  agency  while  Fund  shares 
are  subject  to  market  fluctuations.  However,  your  savings  account  investment  is  limited  to  a 
fixed  return. 


Commodities 


An  analysis  reveals  that  this  seasons  deliv- 
erable supply  of potatoes  will  be  the  second 
smallest  in  the  last  nine  years. 

A  POTATO  PARADIGM 


By  Stanley  W.  Angrist 


In  recent  years  a 
commodity  that 
normally  doesn't 
smell  very  much  has 
from  time  to  time 
exhibited  quite  an 
odor.  The  commod- 
ity is  potatoes.  And 
the  smell  has  come 
from  real  or  imag- 
ined squeezes  on  de- 
liverable supplies.  The  odor  drove  lots 
of  traders  to  other  commodity  pits. 
But  now  the  New  York  Mercantile 
Exchange  has  rewritten  the  contract 
in  such  a  way  that  a  squeeze  is  much 
less  likely  to  occur.  (A  squeeze  occurs 
when  the  supply  of  a  commodity  is 
controlled  in  such  a  way  that  those 
traders  holding  short  positions  must 
pay  whatever  those  traders  holding 
long  positions  ask  in  order  to  get  out 
of  their  short  positions.) 

The  new  contract  permits  round 
white  potatoes  from  upstate  New 
York  and  Long  Island,  as  well  as  from 
Connecticut,  to  be  delivered  against 
the  contract.  In  the  past  only  Maine 
potatoes  have  qualified  for  delivery. 
Under  the  Maine-only  contract,  de- 
velopments in  Maine  at  times  had  an 
undue  influence  on  the  futures  prices, 
while  cash  prices  were  held  in  check 
by  overall  regional  and  national  mar- 
ket conditions. 

The  U.S.  Department  of  Agriculture 
October  crop  report  estimated  total 
fall  potato  production  at  260.7  million 
hundredweight  (cwt) — a  figure  sharply 
below  recent  crops.  The  reported  fig- 
ure fell  near  the  low  end  of  the  expect- 
ed range.  The  October  report  tends  to 
be  a  very  good  estimate  of  the  final 
crop;  in  the  past  it  has  had  a  bias 
toward  underestimating  the  crop,  but 
not  by  very  much.  In  a  recent  analy- 
sis, Jack  Schwager  of  Smith  Barney, 

Stanley  W.  Angrist  is  a  professor  at  Camegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


Harris  Upham  &  Co.  suggests  that  the 
final  estimate  could  turn  out  to  be  263 
million  cwt. 

An  analysis  of  deliverable  supplies 
reveals  that  even  if  one  includes  New 
York  and  Connecticut  potatoes,  this 
season's  deliverable  supply  will  be  the 
second  smallest  in  the  last  nine  years. 
Furthermore,  it  has  been  long  noted 
that  production  in  states  designated 
as  sources  of  deliverable  supply  and  in 
nearby  states  has  a  far  more  profound 
effect  on  prices  than  production  in 
more  distant  areas.  Thus  production 
in  eastern  states,  and  secondarily  in 
the  central  states,  is  more  important 
to  the  futures  market,  even  though 
production  in  the  western  states  will 
contribute  more  than  63%  of  the  crop 
this  year. 

Prior  to  the  1975-76  season,  exports 
during  the  October-May  period  were 
generally  less  than  2%  of  the  total  fall 
crop.  Exports  exploded  in  the  1975 
through  1977  crop  years  as  Europe 
experienced  back-to-back  disastrous 
crops.  During  the  past  three  seasons 


total  net  exports  in  the  October 
May  period  have  ranged  between 
million  cwt  and  6.9  million  cwt 
now  appears  that  Europe  will  expi 
ence  a  relatively  low  potato  en 
Therefore,  exports  this  year  are 
pected  to  exceed  7  million  cwt  (ab 
2.7%  of  the  fall  production),  des] 
sharply  reduced  U.S.  supplies. 

The  record-breaking  1978-79  c 
caused  the  USDA  to  implement  a 
version  program,  which  effectively 
moved  12  million  cwt  of  potat 
from  the  market  that  season:  th 
potatoes  mostly  wound  up  as  li 
stock  feed.  In  the  table  below  th 
diverted  potatoes  have  been  subtr, 
ed  from  the  production  to  get  the 
parent  free  domestic  supply. 

The  final  USDA  fall-potato-prod« 
tion  estimate  is  released  well  after  t 
expiration  of  the  April  futures  cfl 
tract.  (The  Commodity  Futures  Trt 
ing  Commission  has  barred  tradin 
the  May  contract  for  now.  Its  reasi 
ing  seems  to  be  that  the  May  contr 
is  too  susceptible  to  the  squeej 
Therefore,  the  December  forecas 
the  latest  estimate  available  du 
the  marketing  season  for  fall  potata 
As  the  table  below  indicates,  the 
parent  free  domestic  supply  (whiclj 
the  fall  production,  less  exports  ; 
any  government  price-support  div 
sions)  will  be  the  lowest  since 
1973-74  season. 

Consumption  is  frequently  c< 
fused  With  demand — the  amount  a 
will  be  consumed  at  any  given  pr 
level.  This  confusion  in  terms  is 
ticularly  critical  in  the  case  of  p< 


"Real"  potato  prices  will  rise 


Even  if  one  deflates  the  low-side  projected  price  of  potatoes  by  means  oil 
the  producer  price  index,  the  outlook  at  present  is  that  the  "real"  price) 
will  almost  double,  compared  with  last  year's  "real"  price. 


Nov-Mai 

average 

Nov-Mar 

price 

average 

Inflation 

Apparent  free 

April 

producer 

adjusted 

domestic  supply 

potatoes 

price 

price 

Season 

(mil  cwt)* 

(per  cwt) 

deflator! 

(per  cwt) 

1971-72 

261.9 

$  3.14 

1.162 

$2.70 

1972-73 

244.9 

6.24 

1.250 

5.00 

1973-74 

248.7 

10.69 

1.457 

7.34 

1974-75 

285.9 

3.58 

1.714 

2.09 

1975-76 

257.7 

9.94 

1.791 

5.55 

1976-77 

281.0 

7.72 

1.886 

4.11 

1977-78 

298.8 

4.27 

2.002 

2.13 

1978-79 

299.9 

6.09 

2.216 

2.25 

1979-80 

294.7 

6.70 

2.546 

2.63 

1980-81  (low  side) 

256.0E 

13.00E 

2.850E 

4.56 

1980-81  (high  side) 

256. 0E 

21.00E 

2.850E 

7.36 

'After  allowing  for  exports  and  USDA  diversion  in  the  19^8-79  season. 

tThe  factor  shown  is  the  producer  price  index  (formerly  the  wholesale  price  index),  computed  bi| 
multiplying  the  preceding  year's  index  by  this  year's  index:  1967  =  1  00 
E  =  estimated.  Source:  Smith  Barney,  Harris  Upham  &  COM 
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es,  as  the  entire  crop  must  be  con- 
med  in  the  season  it  is  produced 
jcause  of  perishability).  Price  in  this 
'se  acts  as  the  rationing  factor, 
hwager  in  his  report  makes  the  as- 
mption  that  potato  demand  will'be 
tatively  stable  from  season  to  sea- 
n.  (Actually  there  is  some  empirical 
idence  that  suggests  that  demand 
tokened  in  the  1979-80  season,  as 
^h  gasoline  prices  reduced  fast-food 
penditures  and  hence  demand  for 
tatoes.) 

In  order  to  place  potato  prices  in 
me  kind  of  perspective,  it  is  neces- 
ry  to  consider  the  pernicious  effects 
inflation.  Potatoes  selling  for  $15 
r  cwt  this  year  are  not  at  the  same 
[:al  price"  as  potatoes  selling  for  that 
[  ce  five  years  ago.  As  can  be  seen  in 
;  table,  potatoes  have  been  very 
leap  indeed  on  a  real-price  basis  over 
I  past  three  years.  And  if  you  deflate 
j.s  year's  projected  prices,  they  still 
I:  not  very  expensive, 
hchwager  built  a  price  forecasting 
pdel  that  assumes  that  real  potato 
ces  are  dependent  mainly  upon  the 
Darent  domestic  free  supply.  Implic- 
in  this  model  is  that,  with  the  ex- 
)tion  of  shifts  due  to  exports  and 
/eminent  diversion  programs,  de- 
md  tends  to  be  relatively  stable, 
ing  the  mathematical  technique  of 
Tession  analysis  and  the  1980-81 
)ply  estimate  Schwager  projects  an 
rage  price  of  $18  per  cwt  for  April 
ures  during  the  November-March 
iod. 

n  recent  years  during  the  Novem- 
-March  period  high  prices  ranged 
- 1  ween  1 13%  and  144%  of  the  aver- 
1  price,  while  low  prices  ranged  be- 
leen  63%  and  85% .  If  one  uses  these 
pges  of  highs  and  lows  and  applies 
im  to  the  average  price  of  $18  per 
It,  this  implies  an  average  high 
:e  of  between  $20  and  $26  per  cwt 
I  a  potential  low  of  $11  to  $15  per 
I.  My  personal  opinion  is  that  April 
liatoes  will  trade  in  the  $13-to-$21- 
-cwt  zone.  It  is  also  worth  noting 
ft  historically  potatoes  have  made 
:  II ir  highs  late  in  the  season — that  is, 
■  ::|p  February. 
|i  would  risk  going  long  April  pota- 
Is  under  $16  per  cwt,  and  place  a 
Hp  under  $13.50.  It  should  also  be 
j't  in  mind  that  should  the  grains 
ii;  jerience  a  severe  shakeout,  they 
Jj.ld  take  potatoes  with  them.  How- 


this  trade  is  still  worth  trying  a 
and  time.  The  margin  on  a  potato 
tract  is  $500,  while  the  round-turn 
lmission  is  about  $65.  Since  the 
tract  is  for  50,000  pounds,  each  $  1 
is  worth  $500.  ■ 


Value  Line  looks  at . . . 

STOCKS  PRICED  BELOW 
NET  WORKING  CAPITAL 

And  at  discounts  up  to  74%  off  tangible  book  value 

These  are  very  special  situations — something  like  cash  at  a  discount. 
The  per-share  liquidating  values  of  these  stocks  are  greater  than 
their  recent  market  prices. 

A  company's  net  working  capital  is  the  current  assets  (cash  and 
equivalents)  that  would  remain  if  ALL  liabilities  and  preferred  stock 
were  to  be  retired. 

Of  1700  stocks  under  review  by  The  Value  Line  Investment  Survey, 
we  now  pinpoint  15  stocks — including  some  big  names— currently 
selling  below  net  working  capital  per  share  (Value  Line  10/3/80) 
and  as  much  as  74%  below  tangible  book  value  per  share. 

SPECIAL  STOCK  SELECTORS 

The  list  of  stocks  in  the  above  category  will  come  to  you 
automatically  under  the  offer  below.  .  .  along  with  several  other 
Special  Stock  Selectors  now  updated  every  week  in  the  expanded 
Value  Line  Survey,  including: 

HIGHEST  YIELDS— The  yields  recently  ranged  from  11.0%  to 
14.1%.  (Value  Line  10/3/80) 

HIGHEST  APPRECIATION  POTENTIAL— The  potentials 
recently  ranged  from  225%  to  445%.  (Value  Line  10/3/80) 
MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1 
(Highest)  and  the  300  ranked  2  (Above  Average)  by  Value  Line  for 
Probable  Price  Performance  in  the  Next  12  Months — relative  to  all 
1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  ranked  1  (Highest)  and 
2  (Above  Average)  for  Safety— relative  to  all  1700  stocks. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  introductory  10-week  trial 
subscription  to  the  Value  Line  Investment  Survey  for  only  $33 — 
about  half  the  regular  price — providing  you  or  any  member  of  your 
family  has  not  had  a  subscription  in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you  will  receive  the  2000-page  In- 
vestors Reference  Service  (covering  more  than  1700  stocks)  which 
will  be  updated  every  week— and  the  96-page  booklet,  "Evaluating 
Common  Stocks."  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any  leading  stock. 

PHONE  YOUR  ORDER  TOLL  FREE:  If  you  have  Master  Charge, 
or  Visa  1-800-331-1750  (Operator  13)  24  hrs.  7  days  per  wk. 
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ARNOLD  BERNHARD  A  CO..INC..71 1  THIRD  AVE.,  NEW  YORK, N. Y.1 001 7 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $33 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

ONE  YEAR  SUBSCRIPTION 

□  1  year  (52  issues)  $330.  Special  Extra 
Bonus:  A  famous  make  pocket-size 
Credit  Card/Calculator  (with  full  mem- 
ory) given  to  you  as  a  bonus  when  you 
order  for  one  year— and  send  pay- 
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(N  Y  residents  add  sales  tax.) 
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We  believe  that  the  cheapest  way  to  rein- 
dustrialize  America  is  to  . . . 


CUT  CAPITAL 
GAINS  TAXES 


By  Hiehard  B.  Hoey 


If  we  ever  hope  to 
reindustrialize  the 
American  economy, 
a  cut  in  the  capital 
gains  tax  on  stocks 
is  the  cheapest  way 
to  do  it.  And  there's 
a  good  chance  that 
the  capital  gains  tax 
will  be  cut,  possibly 
in  1981. 

The  big  problem  with  many  of  the 
current  proposals  to  stimulate  the 
American  economy  by  tax  cuts  is  that 
these  cuts  threaten  to  increase  the 
federal  budget  deficit.  But  the  capital 
gains  tax  is  a  very  peculiar  tax;  you 
could  cut  it  sharply  without  losing  a 
great  deal  of  tax  revenue  for  the  feder- 
al government. 

The  capital  gains  tax  is  about  the 
only  tax  you  can  easily  postpone.  You 
are  taxed  on  what  you  earn  every  day 
and  taxed  on  what  you  spend  every 
day.  You  are  even  taxed  when  you  die, 
but  you  don't  need  to  pay  a  capital 
gains  tax  unless vow  decide  to  sell  your 
stock,  and  you  sell  at  a  profit.  If  the 
capital  gains  tax  is  cut,  some  inves- 
tors with  large  unrealized  profits  prob- 
ably will  be  more  willing  to  sell,  gener- 
ating extra  tax  revenues  for  the  gov- 
ernment. In  addition,  cutting  the 
capital  gains  tax  tends  to  drive  up 
stock  prices,  so  that  more  investors 
have  large  profits  on  their  stockhold- 
ings, some  of  which  they  will  choose 
to  sell  and  be  taxed  on.  That'll  bring  in 
more  tax  revenues. 

Higher  stock  prices  are  the  key  to 
the  ^industrialization  of  America. 
When  stocks  are  cheap,  companies 
desiring  to  expand  find  it  less  expen- 
sive to  do  so  by  buying  other  compa- 
nies than  by  building  new  plants.  But 
that  doesn't  create  new  jobs  or  add  to 
America's  productive  capacity.  Also, 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bache  Halsey 

Stuart  Shields 


when  stocks  are  cheap,  companies 
aren't  willing  to  sell  stock  to  finance 
the  building  of  new  plants.  So  they 
overload  themselves  with  debt  or  cut 
back  their  expansion  plans. 

It's  terribly  important  for  the  reviv- 
al of  capitalist  dynamism  in  our 
economy  that  American  corporations 
begin  to  raise  equity  funds  by  stock 
offerings  rather  than  by  loading  more 
and  more  debt  onto  their  balance 
sheets.  Accelerating  inflation  has 
eased  the  real  burden  of  much  of 
their  existing  debt,  but  the  trend 
toward  increased  leverage  is  very 
dangerous.  A  sustained  upsurge  in 
stock  offerings  would  permit  Ameri- 
can industry  to  expand  without  ex- 
cessive leverage. 

The  economic  future  of  this  coun- 
try depends  on  whether  funds  flow  to 
productive  investment,  to  hoarding  or 
to  financing  inflation.  If  you  invested 
in  new  stock  offerings  15  years  ago, 
you  may  have  made  a  contribution  to 
building  a  new  plant  and  creating  new 
)obs.  Your  savings  made  no  such  con- 
tribution to  our  country  if  you  invest- 
ed in  gold,  diamonds  or  Mickey 
Mouse  watches.  But  hoarding  paid  off 
big  for  those  who  did  it,  and  produc- 
tive investment  didn't  in  many  cases. 
Taxes  added  insult  to  injury.  Illegal 
tax  evasion  is  a  way  of  life  among 
more  than  a  few  owners  of  precious 
metals,  investment  gems  and  collect- 
ibles, but  stock  investors  almost  al- 
ways pay  taxes  on  their  income  and 
capital  gains. 

Because  productive  investment  is 
more  valuable  to  our  country  than 
sterile  hoarding,  government  policy 
should  favor  productive  investment 
rather  than  penalizing  it  as  at  present. 

The  1978  cut  in  the  maximum  cap- 
ital gains  tax  from  49%  to  28%  had  a 
tremendous  positive  effect  in  increas- 
ing the  funds  available  for  high-risk 
venture  capital  and  for  investment  in 
new  issues.  It  also  has  bolstered  stock 
prices  despite  the  volatile  economy  of 
the  last  two  years. 

The  capital  gains  tax  cut  has  its 


critics,  despite  all  its  potential  ben 
fits,  for  one  strange  reason.  Some  pe 
pie  believe  it  would  be  wrong  to  ado 
a  tax  change  that  would  make  mai 
wealthy  stockholders  even  mfl 
wealthy  through  no  additional  effi 
of  their  own,  even  if  the  change  woi 
benefit  the  whole  country.  The  Bi 
ish  call  this  the  "politics  of  envy," 
it's  part  of  the  reason  that  their  eco 
omy  has  been  ravaged  for  the  last 
decades. 

But  many  of  the  liberal  advocate 
the  politics  of  envy  are  being  thro 
out  of  Congress.  So  there's  a  gc 
chance  that  the  new  Congress 
adopt  a  cut  in  the  capital  gains 
rate  as  a  means  to  insure  the  great 
good  for  the  greatest  number.  As  lc 
as  this  tax  cut  helps  build  new  plai 
and  provides  the  productive  new 
we  need,  why  should  we  care  if  a  j 
people  get  a  windfall? 

As  a  result  of  the  recent  landsl 
election,  advocates  of  free  enterpi 
have  made  huge  gains  in  Congre 
This  is  their  chance  to  prove 
they've  got  a  better  way  to  run 
American  economy.  They  want  to 
vitalize  the  private  sector  with« 
worsening  the  budget  deficit,  desp 
higher  defense  spending  and  m 
tax  cuts.  That's  why  we  believe  t 
logic  will  lead  them  to  a  maior  cui 
the  capital  gains  tax — the  cheapest  u 
to  reindustrialize  America 

Currently,  40%  of  net  long-tt 
capital  gains  are  included  in  taxa 
income,  which  gives  a  capital  ga 
tax  rate  of  28%  if  you  are  in  the  7 
bracket.  I'm  hoping  that  in  the  fut 
only  30%  or  even  20%  of  long-te 
capital  gains  on  stocks  will  be  inc 
ed  in  taxable  income. 

I'm  still  a  big  fan  oiAdolpb  Cuors 
1 1 8).  It  is  a  fine  beer  company  that 
been  developing  substantial  resei 
of  natural  gas.  Earnings  were  $1.9 
1979,  and  should  rise  to  $2.40  in  1 
and  $3  in  1981.  Coors'  national  n 
ket  share  of  the  beer  business 
been  rising,  and  its  drilling  in  the 
ceance  Basin  has  been  very  success 
It's  a  solid  value  at  only  6  times  e 
mated  1981  earnings. 

It's  time  for  long-term  investor: 
start  looking  atDw  Punt  144).  This } 
should  mark  the  bottom  of  the  t 
cycle,  and  the  company's  earnings 
likely  to  rebound  from  $4.50  in  1 
to  $6.25  in  1981,  with  further  g; 
likely  in  1982. 

Another  stock  to  buy  is  Forerr, 
McKesson  (30).  Its  future  earn 
growth  should  approach  15%.  E 
ings  were  $3.85  in  1980  and  she 
rise  to  $4.40  in  1981.  ■ 
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Reach  more  businessmen  effectively 


The  1 980  European  Businessman  Readership  Survey  shows  that  one  page  in  each  of 
the  seven  business  magazines  which  make  up  the  INTERNATIONAL  MANAGEMENT 
NETWORK  reaches  four  times  more  businessmen  for  around  the  same  cost  as  one 
colour  page  in  a  leading  newsmagazine.  INTERNATIONAL  MANAGEMENT  alone 
provides  the  optimum  of  coverage  and  cost  effectiveness. 
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Flashbacks 


•f  "The  more  things  change.  .  . ." 
litems  from  past  issues  of  Forbes 

ay  years  ago  in  Forbes 

f;  Pierre  S.  duPont  springs  to  the  front 
lie  most  important  figure  in  the 
le  automobile  industry  of  America. 
k  largest  automobile  enterprise  in 
|  ica  is  not  Ford's.  It  is  General  Mo- 
tThis  company  controls  such  well- 
fen  cars  as  the  Buick.  Chevrolet, 
I lac,  McLaughlin,  Oakland,  Oldsmo- 
fend  Scripps-Booth,  while  its  trucks 
lie  the  Chevrolet,  G.M.C.,  Oldsmo- 
Ijind  Samson.  Their  business  next 
fcvill  probably  exceed  $1  billion.  It  is 


eased.  ...  In  short,  the  marked  better- 
ment in  monetary  conditions  is  almost 
certain  to  become  very  much  more  pro- 
nounced within  the  next  month  or  so. 

"Wait  till  Harding  gets  in"  is  an  expres- 
sion too  often  used  today  when  discuss- 
ing the  business  outlook.  The  mere 
change  of  tenants  of  the  White  House 
can  and  will  alter  nothing.  The  condi- 
tions now  being  experienced  were  not 
brought  about  by  politics  and  cannot  be 
cured  by  politics.  To  build  hopes  on  a 
transformation  being  wrought  "when 
Harding  gets  in"  is  worse  than  futile;  it  is 
injurious,  since  it  implies  doing  little  or 
nothing  to  correct  matters  until  March. 


med  Americans — (1.  to  r.)  Henry  Ford,  Thomas  A  Edison,  naturalist  John  Burroughs 
rveyS.  Firestone — meet  in  New  York  State  in  1920 for  their  annual  country  weekend 


y 


Steel  Corp.  of  the  automobile 
.  Some  time  ago  the  duPonts  ac- 
a  substantial  interest  in  the  con- 
nd  now  control  has  been  secured 
the  purchase  of  more  than  3 
shares  of  common  stock  from 
C.  Durant,  the  wizard  who  raised 
erprise  to  its  present  gigantic  pro- 
s.  It  is  worth  noting  that  associat- 
Pierre  S.  duPont  in  this  epochal 
tion  are  f.P.  Morgan  &  Co. 

g  forward  there  are  reasons  for 
1  optimism.  When  the  business 
vas  roaring  along  early  this  year, 
nded  repeated  warnings  that  ei- 
flation  or  disaster  was  inescap- 
/e  would  now  sound  a  warning 
becoming  too  pessimistic  and 
on  the  assumption  that  nothing 
oralization  is  within  sight, 
worst  is  over  in  many  directions, 
cial  stage  in  the  money  market 
sed.  Call  money  rates  as  low  as 
5  per  cent  late  in  November  were 
nt.    Time    rates    have  also 


Instead  of  waiting  with  folded  hands 
"until  Harding  gets  in"  the  thing  to  do  is 
to  face  and  grapple  with  the  changed 
conditions  now. 

Bonus  checks  aggregating  more  than 
$7,000,000  for  employees  of  the  Ford 
Motor  Company  are  now  being  written 
for  distribution  January  1  next,  according 
to  announcement  by  Edsel  B.  Ford.  Mr. 
Ford  also  announced  a  forthcoming  extra 
3  per  cent  for  the  six  months  ending 
December  31  on  Ford  investment  certifi- 
cates held  by  employees  of  the  company. 
This,  Mr.  Ford  said,  is  in  addition  to  the 
guaranteed  6  per  cent.  He  added  that  8 
per  cent  had  been  paid  [uly  31  last,  mak- 
ing a  total  of  14  per  cent  on  the  certifi- 
cates for  1920. 


Fifty  years  ago 

Liquidation  of  stocks  by  the  public  has 
dwindled  to  extremely  meager  volume. 
Daily  transactions  ranging  between 
1,000,000  and  1,500,000  shares  on  the 


New  York  Stock  Exchange  form  an  ex- 
traordinary contrast  with  the  5,000,000, 
6,000,000  and  even  16,000,000  share  days 
last  Fall.  In  the  absence  of  fresh  bear  raids 
of  abnormal  violence,  which  would  inevi- 
tably bring  new  forced  selling,  the  prob- 
abilities are  that  the  market  will  move 
within  narrow  range  for  some  little  time. 

One  of  the  most  important  develop- 
ments in  American  aviation  appears  to 
have  been  begun  officially  early  in  the 
present  month,  when  the  Post  Office 
Department  announced  its  first  steps  for 
establishing  regular  airmail  service 
across  the  Atlantic  Ocean  between  the 
United  States  and  Europe.  The  Post  Of- 
fice Department  has  planned  a  proposed 
route  from  New  York  City  via  either 
Norfolk,  Va.  or  Charleston,  S.C.,  to  Ham- 
ilton, Bermuda  and  via  the  Azores  to 
some  port  in  Europe. 

Probably  the  most  spectacular  thing  in 
the  agricultural  situation  during  the 
month  past  was  the  drastic  slump  in  the 
wheat  market.  A  part  of  this  picture  also 
was  the  rather  dramatic  re-entrance  of 
the  Farm  Board  into  the  market,  buying 
wheat  enough  so  that  it  practically 
pegged  the  price  of  December  contracts 
at  73  cents  a  bushel.  .  .  .  The  Farm  Board 
is  now  credited  with  holding  something 
over  100,000,000  bushels  of  wheat.  It  is 
also  credited  with  having  saved  our  mar- 
ket from  most  of  this  particular  panic 
which  shook  various  other  wheat  cen- 
ters to  their  core. 

Ttoenty-five  years  ago 

[Treasury  Secretary]  George  Humphrey's 

problem  was  this:  By  keeping  a  tight  rein 
on  credit,  [Federal  Reserve  Chairman 
William  McC.[  Martin  and  his  12  Federal 
Reserve  member  banks  had  put  a  mon- 
key wrench  in  Humphrey's  plans  to  re- 
fund the  $12.3  billion  in  government 
debt  maturing  this  month.  Last  month, 
while  Humphrey  was  still  holding  con- 
ferences with  his  advisors,  Martin,  with 
one  eye  on  the  nation's  booming  install- 
ment debt,  the  other  on  a  cavorting 
stock  market,  raised  the  Federal  Reserve 
discount  rate  to  2'/2%,  the  highest  in 
almost  a  quarter  of  a  century. 

Almost  from  the  time  shipbuilder  Flenry 
I.  Kaiser  first  went  to  Detroit  in  1945  to 
beat  the  carmakers  at  their  own  game, 
Kaiser  Motor  Corp.'s  fiscal  flivver  has 
been  traveling  on  four  flat  tires.  Last 
month,  for  the  first  time  since  1948, 
President  Edgar  Kaiser  threw  a  scrap  of 
good  news  to  despondent  stockhold- 
ers. .  .  .  Kaiser's  news:  The  company 
would  probably  show  a  profit  in  1955. 
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REAL  ESTATE 


REAL  ESTATE 


Introducing  .  .  . 

Admiral's  Row 

Two-Bedroom  Oceanfront  Condominiums 

899,900  /  $10,000  down 

An  exclusive  offering  of  Hilton  Head  Island  Beach 
and  Tennis  Resort.  These  lovely  oceanfront 
condominiums  are  tastefully  furnished  and  completely 
accessorized.  And  most  importantly— 
90%  financing  is  available.  An 
exciting  ground  floor  opportunity! 

Call  collect  803-785-8666. 
HILTON  HEAD  ISLAND 


BEACH  &  TENNIS 
[RESORT 


360  payments  of  $1 ,056  33  APR/ 
Offer  not  valid  in  stales  where  p 


i  38%  (subject  to  c 
hibited  by  law 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  1981  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


CORPORATE  VACATION 
HOMES 

SOUTH  PACIFIC  ISLANDS!!! 

Low-cost,  native-style  vacation  bun- 
galows or  houseboats  situated  in 
fabulous  totally  natural  environment 
— built  on  order  for  individuals  and 
corporations  who  want  to  provide 
their  employees  with  inexpensive 
tropical  adventure  holiday  accom- 
modation. R.  BRUDERER.  Box  444 
Broadway  NSW  Australia  2007. 


Nebraska  Irrigated  Cornland 

960  ac  gently  rolling 

Abundant  water  —  25  ft  static 

6  Valley  electric  pivots 

Steel  grain  storage  —  operator  avail. 

2  pivots  grossed  over  $500 

per  irrig  ac  in  1980 

$1200  per  ac  —  nominal  down 

9%  CONTRACT 
No  principal  for  5  yrs 

Write  Box  A205  Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


BIG  SUR,  CA. 

OCEANFRONT  ESTATE 

Beaches,  streams,  waterfalls,  open 
lands,  luxurious  Lodge/Home  in 
Giant  Redwoods,  miles  of  trails  &  a 
cottage  overlooking  ocean.  A  rare 
1400-acre  retreat  in  one  of  nation's 
most  beautiful  areas,  I  hour  from 
Monterey  airport.  $5,500,000.  Agent 
(805)  995-1811. 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$24.65.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $345.10.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$24.20.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $677.60.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 
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The  colleges  are  in  deep  financial 
trouble. 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


Make 
America 
smarter. 


They  desperately  need  your  hcl 
So  give  them  a  hand  today. .  .fa 
a  better  tomorrow 


Council  for  Financial  Aid  lo  Education.  Inc 
680  Fifth  Avenue  New  York  NY  10019 


FjkTtl  A  Public  Service  of  This  Magazine 
GxrKll  &  The  Advertising  Council 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 


mabbijsi 

Top  Finders 
frtnioqu 
helm  a; 

«0  Fifth  J 
Ketyort 


•jWrolfol 
""Hold 


Itll) 


CAPITAL  TO  INVEST 


OLD  &  SILVER 
Coins,  Bullion 
All  Size  Bars 

No  Sales  Tax 
No  Commissions 
No  Minimum  Order 

e  maintain  a  complete 
buy  and  sell  market. 

TOLL  FREE 
1-800-245-4080 

TON,  LLOYD  &  COMPANY 

Uniontown,  PA  15401 


CREATIVE  FINANCING 

-nanent  &  Construction  loans, 
dos   &    Conversions,  Tracts, 
jrtments,  NATIONWIDE, 
id-bys  1  to  5  yrs.  Letters  of 
lit.   Financial  guarantees, 
s  to  open  escrows. 
;al  Estate  &  Venture  Capital 
BROKERS  PROTECTED 
Send  Packages  to: 
COR  MORTGAGE  &  LOAN  CORP. 
1 7  San  Nicholas  Dr.  Suite  206 
Newport  Beach,  C\  92660 
714/640-1633 


INVESTMENTS 


Krugerrands  and 
Iver  Coins  Reduced 


more  per  Krand  equals  NY  spot  $23 
1 99  per  Krand  equals  NY  spot  S25 
i  0  oer  Krand  equals  NY  spot  S33 
js  tax  tor  res.  out  of  Va.  Write  for 

enure.  Free  Storage.  John  Greer,  Va. 

silver,  102  E.  Franklin  St.,  Richmond, 

9. 


L  TOLL  FREE  1-800-446-3704 


ld«OlverSSE5, 


NO  SALES  TAX  IN  NH 


.  CAL  AMD  MONETARY  SERVICES  INC. 
HANOVER  STREET/  BOX  1 356 

h  rrsMOUTH  rm  oasoi 

Ifcj  l  (603M31  1420 

DLL-FREE  1-800-258-7322 


ENGLAND'S  LARGEST  DEALER 


KlNESS  CONNECTIONS 

N 


kRAB  BUSINESSMEN 
HAVE  MONEY 
I  TO  BUY  &  INVEST 

HI  Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
HlWrire  Box  A204  Forbes 
B]  i      60  Fifth  Avenue 
<«  New  York.  NY  10011 

)urU 


FORBES  BINDERS 


SUP  CASES  OR 
BINDERS 

a  year  of  Forbes  magazine. 

red  and  gold  leatherette, 
leases:  $5.95;  three  for  $17 
Jers:  $7.50;  three  for  $21.75 
1  check  with  your  name  and 
address  to: 

Jesse  Jones  Box  Corp, 
)ept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
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EXECUTIVE  GIFTS 


DISCOUNT  Tgjjjgj    DEALER  A30l" 
COMPUTER  SPEOAUSrS 


Up  to  15%  Discount 
on  TRS-80's 

26  1051  4K  LEVEL  I  $  i7i  00 

26  1056  16K  LEVEL  II  670  00 

26  4002  64K  I  DRIVE         3466  00 
1-800-841-0860  toll  fan 

MICRO  MANAGEMENT  SYSTEMS.  INC. 

Downtown  Plozo  Shopping  Center 
115  C   Second  Ay    S  W 
Coiro.  Georgio  31728 
(912)  377-7120  Go  Phone  No 


HAPPINESS  IS  A  ROLLS-ROYCE, 

collectible  motor  car,  yacht,  airplane, 
premium  property,  art,  antiques  plus 
many  more  rewards  of  success.  Ful- 
fill your  dreams  and  fantasies  with  12 
monthly  issues  of  "The  Magazine  for 
Connoisseurs"  for  $45.  Call  toll-free 
800-228-2606  (in  NE  800-642-8777). 
Outside  USA,  (404)  256-9470,  ext.  34. 
THE  ROBB  REPORT,  P.O.  Box 
720317-RK,  Atlanta,  GA  30328. 


TRS-80  COMPUTERS 

As  a  Radio  Shack  it'  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer- 
ican Electronics,  Inc.,  we  can  sell  them 
for  less  No  taxes  collected  on  out-of 
state  shipments  We  pay  shipping  &  in- 
surance 

TOLL  FREE  800/531  7466 
Texas  &  Main  No.  512/581-2765 
1117  Conway,  Mission,  Texas  78572 


VIDEO 


★  VIDEO  CASSETTE  MOVIES  * 

HUNDREDS  OF  TITLES 
FOR  THE  ENTIRE  FAMILY 
BOTH  VHS  &  BETA  FORMATS 

FREE!  HUNDRED  PAGE  CATALOG 

The  Video  Station 

21  N.  YORK  RD.,  WILLOW  GROVE,  PA.  19090 
(215)  657-7210 

EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


BOATING 


DONATE  YOUR  BOAT 

Fla.'s  oldest  college  needs  boats  for 
its  marine  related  studies.  Tax  ad- 
vantage through  direct  donation  ot 
bargain  sale  (tax  advantage  +  cash). 
Write  or  call  collect,  Marine  Re- 
search Service  Inc.,  Fla.  Southern 
College,  P.O.  Box  21741.  Ft.  Lauder- 
dale, Fla.  33335.  (305)  467-3628. 


Forbes: 
CapitalistTooP 


BUSINESS  OPPORTUNITIES 

INVADER 

GAME  ROUTES 

Being  set  up  by  manufacturer.  Major 
publications  state  "Video  madness 
sweeping  the  country.  Invader  gross- 
es exceptionally  high  weekly  in- 
come." "Nothing  can  stop  the 
boom."  Importer-Mfgr.  looking  for 
dealers  to  handle  greater  increased 
business.  Cash  investment  $8,955  to 
$80,250  in  equipment  only.  Choice 
locations  avail.  Immed.  positive  cash 
flow,  great  tax  shelters  and  more. 
Serious  inquiries  only,  call  toll  free, 
800-327-4794,  Mr.  Bennett,  Market- 
ing Director,  Marcon  Ind.,  4362  L.B. 
McLeod  Rd.,  Orlando,  Fla.  32808. 


----HOME  IMPORT ----■» 
MAILORDER  BUSINESS  . 

Big  earnings  in  profitable  spare/  | 
full  time  project.  Deal  direct  s 
with  overseas  suppliers.  Newest  ■ 
products  at  fraction  U.S.  cost.  | 
Up  to  500%  profit.  No  product  , 
investment.  Famous  world  | 
trader  starts  you. 
Write:  Mellinger,  Dept.  C159C  , 
Woodlana  Hills,  CA  91367  . 


WIN  BIG  OIL  MONEY 


J  S  Go.ernmenl  .ponton  a  hi 
i  oil  and  gat  lease  drawing  II 
I  and  a  citizen  you  can  compel* 


m«)  n 


i  pon 


i  $1 00,000 
i  payment. 


Call  Ton  F 

525  2S41  Eil  0.  In  Colorado  Call  Collect 
447-1399.  Em|  8,      Or  Writ*  .... 

F.  Milligan.  inc. 

1942  20th  St.,  Drawer  3408FM 
Boulder.  CO  S030T 


ATT:  MANUFACTURERS 
WE  BUY  CLOSEOUTS 

To  include  restrictions 
for  export  only. 
Distressed,  overproduction, 
damaged,  fire,  flood. 

REDSUN  INT'L 

29  Main  St.,  Madison,  NJ  07940 
(201)966-1315 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade, 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Associates: 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


INVESTMENT 
DIAMONDS 
RUBIES  EMERALDS  SAPPHIRES 

&  other  gems  our  own  buyers  bring 
direct  from  Africa,  S.  America, 
Asia.  In  gem  business  20  yrs.  Mem- 
ber BBB.  Free  color  brochure  Kent 
South  American  Diamond  Mines. 
15920  W.  12  Mile  Rd.,  Southfield 
MI  48076  (800)  521-2957 


BUSINESS  OPPORTUNITIES 

1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

e  FRC  special  offer  of  $15 
filing  per  family  to  introduce 
you  to  this  program 

•  $1,200,000  awarded  to  FRC 
clients  in  past  8  months 

•  Oil  prices  doubled 
since  1977 

•  100%  Tax  Deductible 
Complimentary  Brochure 


FRC.  6  Beacon  St..  Boston.  MA  021  ( 
'  [617]  367-2929 


FREE  MONEY 
REPORT 

5,000  unique  mjney  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-12,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 

Entrepreneurs   urgently   needed  na- 
tionwide. Former  Shaklee  President 
announces    a   ground-floor  business 
opportunity  in  a  new  multi-level  or- 
ganization.    A     direct  distributor 
needs  only  a  $1,000  monthly  mini- 
mum to  receive  24%.  Overrides  are 
paid  on  5  levels.  Free  details. 
ENHANCE  MARKETING 
P.O.  Box  32198-D 
Minneapolis,  Minn.  55432 
or  call  Mr.  Sanders  1-612-755^4911 


OPAL 


ONE  OF  THE  WORLD'S  LARG- 
EST —  84    pounds.  Australian 
Black    Matrix.    Appraisal  range 
$1.6  million  to  $2  million.  Com- 
plete  Package.   Asking  $450,000 
CASH.  Terms  Available.  Write: 
OPAL 
227  Fitch  Street 
Healdsburg,  CA  95448 
Or  Call:  (707)  433-5239 


INVESTMENT  OPPORTUNITY 


Private  Investors 

will  trade 
Silver  Dollars,  for? 
(406)  453-9442 

or  Write  Box  A206  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


COINS 


FREE  U.S.A.  & 
WORLD  GOLD  COIN 
PRICE  LIST 

Our  new  Winter  1980  Price  List  is 
now  available  —  it  contains  a  wide 
selection  of  choice  quality  and  rare 
date  USA  and  world  gold  coins  from 
almost  90  different  countries!  Re- 
quest your  free  copy  from: 

STEINBERG'S 

TEL:  305-781-3455 
TELEX:  514339 
P.O.  BOX  1565  Dept.  FM 
Boca  Raton,  Fl.  33432 


Living  up  to  ideals  is 
like  doing  everyday  work 
with  your  Sunday  clothes  on. 
Ed  Howe 


Integrity  is  praised  and  starves. 
Juvenal 


One  must  judge  men,  not  by 
their  opinions,  but  by  what 
their  opinions  have  made  of  them 
Georg  Lichtenberg 


Everyone  has  inside  him  a 
piece  of  the  good  news.  The 
good  news  is  that  you  don't 
know  how  great  you  can  be!  How 
much  you  can  love!  What  you 
can  accomplish!  And  what 
your  potential  is! 
Anne  Frank 


By  appreciation  we 
make  excellence  in  others 
our  own  property. 
Voltaire 


The  happiest  moments  my  heart 
knows  are  those  in  which  it  is 
pouring  forth  its  affections 
to  a  few  esteemed  characters. 
Thomas  Jefferson 


We  are  less  hurt  by  the  contempt 
of  fools  than  by  the  lukewarm 
approval  of  men  of  intelligence. 
Vauvenargues 


It  is  an  aspect  of  all  happiness 
to  suppose  that  we  deserve  it. 
Joseph  Joubert 


The  moving  finger  writes; 
and,  having  writ,  moves  on: 
nor  all  your  piety  nor  wit 
shall  lure  it  back  to 
cancel  half  a  line. 
Omar  Khayyam 


Let  us  not  burden  our 
remembrances  with  a 
heaviness  that  is  gone 
Shakespeare 


Thoughts 

on  the  Business  of  life 


Apart  from  individual 
values,  the  human  life 
is  but  a  bagatelle  of 
transient  experience. 
Alfred  North  Whitehead 


The  deep- do ii  )  i  desire  to  Stand 
well  with  our  fellows,  this 
laudable  hunger  to  win  the 
public's  "well  done,  good 
and  faithful  sen  ant  is 
inherent  in  every  banian  soul 
We  may  flout  it  when  ive  are 
young  or  even  in  our  prime, 
but  when  ive  begin  to  cast 
up  our  life's  reckoning 
we  cannot  ignore  it  This 
is  one  of  the  things  that 
count,  one  of  the  things 
really  worthwhile,  this 
esteem  and  good  will  of  our 
brother  mortals,  and  the 
knowledge  that  we  have 
sincerely  tried  to  earn  it. 
B.C.  Forbes 


Our  names  are  labels,  plainly 
printed  on  the  bottled  essence 
of  our  past  behavior. 
Logan  Pearsall  Smith 


Good  will  cannot  be  purchased. 
It  must  be  earned. 
Frank  Tyger 


To  win  over  certain  people 
to  something,  it  is  only 
necessary  to  give  it  a 
gloss  of  love  of  humanity, 
nobility,  gentleness,  self- 
sacrifice — and  there  is  nothing 
you  cannot  get  them  to  swallow. 
Friedrich  Nietzsche 


There  is  nothing,  absolutely 
nothing,  a  man  cannot  forget 
except  himself,  his  own  character. 
Arthur  Schopenhauer 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Experience  cannot  deliver 
to  us  necessary  truths; 
truths  completely  demonstrate* 
by  reason.  Its  conclusions 
are  particular,  not  universal. 
John  Dewey 


No  life  grows  great 
until  it  is  focused, 
dedicated,  disciplined. 
Harry  Emerson  Fosdick 


There  are  no  perfectly  honorabi 
men;  but  every  true  man  has 
one  main  point  of  honor 
and  a  few  minor  ones. 
George  Bernard  Shaw 


Life  is  a  maze  in  which  we 
take  the  wrong  turning  before 
we  have  learned  to  walk. 
Cyril  Connolly 


A  Text . . . 

These  are  the  things 
that  ye  shall  do;  speak 
ye  every  man  the  truth 
to  his  neighbour;  execute 
the  judgment  of  truth 
and  peace  in  your  gates. 
Zechariah  8:16 
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What's  your  favorite  text'  The  Forbes  S 
book  of  Thoughts  on  the  Business  of  L 
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Make  your  life  a  mission — 
not  an  intermission. 
Arnold  Glasow 


Conscience  is,  in  most  men, 
an  anticipation  of  the 
opinion  of  others. 
Henry  Taylor 
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most  expensive  12>year-old  Scotch  in  the 
world.  The  Glenlivet.  the  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
.  and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 
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Unchanged  since  1824. 
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Citibank.  N  A   Member  FDll 


The  Japanese  company  that  manufactures  these  bearings  to  a 
tolerance  of  .000004  inch  chooses  Citibank  for  precise  trade  financing. 


Whether  they're  matchhead-size 
for  micromachining  tools  or  16  feet  in 
diameter  for  giant  revolving  radar 
antennas,  not  one  of  the  400  million 
bearings  that  Nippon  Seiko  K.K. 
(NSK)  produces  annually  varies  by 
more  than  1/ 1000th  the  thickness  of 
this  page. 
"Precise  banking  worldwide" 

Over  500,000  different  products 
around  the  world  depend  on  NSK 
bearings  for  smooth,  precise  move- 
ment. "And."  says  Masao  Hasegawa, 
President  of  this  $762  million  com- 
pany, "we  depend  on  Citibank  in  the 
same  way.  With  operations  in  10 
countries  on  5  continents,  NSK  needs 
a  bank  that  can  keep  its  finances 
running  smoothly  and  precisely 
around  the  world." 


"Top  speed  service" 

Citibank  Senior  Vice  President 
Tatsuo  Umezono  explains,  "Because 
we  have  trade  finance  experts  in 
nearly  100  countries,  Citibank  can 
handle  both  ends  of  any  NSK 

NSK  President  Masao  Hasegawa  (right)and  Citibank 
Senior  Vice  President  Tatsuo  Umezono  discuss  gbbal 
financing. 
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transaction  anywhere.  Whether  it's 
letters  of  credit  for  import  or  export, 
bankers  acceptances,  reports  on 
customers  in  distant  markets, 
currency  exchanges  or  counselling, 
Citibank  has  the  global  reach  NSK 
needs." 

.Adds  Mr.  Hasegawa,  "Citibank's 
worldwide  network  keeps  our 
international  financing  rolling  at  topi 
speed,  as  precisely  and  reliably  as  ani 
NSK  bearing." 

No  matter  where  you  do  business 
no  matter  what  your  trade  finance  | 
needs,  the  Citibank  worldwide 
netw  ork  can  do  the  same  for  you. 

CITIBAN<0 

A  subsidiary  of  Citicorp 
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INTERNATIONAL 

CORPORATIONS 

HAVE TO 

_  UNDERSTAND 
THERE'S  MORE  TO 
DOING  BUSINESS 

IN  JAPAN 

THAN  TAKING 

THEIR  SHOES  OFF. 


ptu  i  o  mo 


Ten  years  ago,  you  could  drop  a 
asonably  good  product  on  a  foreign 
krket  and  be  reasonably  sure  of 
pcess. 

Not  any  more. 

Competition  is  not  just  crawling 
jt  of  the  woodwork.  They're 
arging.  All  with  their  eyes  on  your 
ece  of  the  pie. 

Whether  you  succeed  in  Japan 
elsewhere  is  going  to  depend  on  a 
I  more  than  a  smattering  of 
lowledge  about  social  customs. 

At  American  International 
iderwriters,  a  part  of  the  AIG 


companies,  what  we've  learned  about 
commercial  insurance  over  the  past 
sixty  years  abroad  could  be  of  broad 
interest  to  you. 

For  example,  one  can't  do  busi- 
ness in  the  dark.  So  our  overseas 
offices  are  staffed  with  local  nationals 
who  know  the  local  laws  and  customs 
better  than  outsiders  might. 

We  can  also  show  you  how  con- 
solidating your  accounts  and 
providing  continuity  of  coverage 
from  one  country  to  another  could 
save  you  money. 

There's  a  lot  more  we've  learned. 


An<^tfo####xactly  why  people  come 
to  us  when  they  need  overseas 
insurance. 

As  a  result,  we  have  more  people 
in  more  offices  in  more  countries 
offering  more  kinds  of  insurance  than 
any  other  American  insurance 
organization. 

And  those  are  shoes  a  lot  of 
companies  wouldn't  mind  being  in. 


THE  AIG  COMPANIES. 

Let  us  take  the  risks. 


For  more  information,  contact  American  International  Underwriters.  Dept.  A.  70  Pine  Street.  New  York.  N  Y  10270  A  Member  Company  of  American  International  Group. 
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Since  June  16  some 
Forbes  have  been  available  to  radio  lis- 
teners as  well  as  to  our  690, 000  business 
subscribers.  Five  days  a  week  some  39 
radio  stations  carry  a  2 ¥i -minute  digest 
of  parts  of  the  preceding  issue  of  the 
magazine.  The  program,  prepared  from 
tear  sheets  of  the  actual  articles,  is  pro- 
duced by  Radio  Works,  a  bigbly  regarded 
Los  Angeles-based  radio  production  firm. 
The  program,  Radio  Works  says,  "com- 
plements the  standard  stock  reports  that 
many   stations   now   use   as  business 


Forbes  on  the  air 

of  the  .contents  of    news."  Of  course 


WCFL,Chicago 
KING,  Seattle 
KFBK,  Sacramento 
WYBR,  Rockfdrd,  111. 
KSNM,  Santa  Fe 
KGOE,  Thousand  Oaks,  Ca. 
KBMN,  Bozeman,  Mont 
WGST,  Atlanta 
KYXI,  Portland,  Ore 
KFSD,  San  Diego 
KDEN,  Denver 
KSL,  Salt  Lake  City 
WERE,  Cleveland 


KMPX,  San  Francisco 
KBEA,  Kansas  City 
WREB,  Springfield,  Mass. 
KHVH,  Honolulu 
WXRY,  Columbia,  S.C. 
KDAN,  Woodbury,  Minn 
WGXL,  Greenville,  S.C. 
WLKW,  Providence 
WSAY,  Rochester,  N.Y. 
KSTP,  Minneapolis 
WNDR,  Syracuse 
WROW,  Albany 
KKGO,  Los  Angeles 


Forbls  reader* 
stand  that  there's  a  lot  more  to  q 
than  that  the  Dow  industrials  at 
down  so  many  points  today.  TW 
The  Fukh/s  Magazine  Report  the  sal 
derstanding  is  now  being  carried 
broader  audience  and  with  a 
guished  roster  of  early  advertisers 
one  very  pleased  early  advertise 
Forbes  show  reaches  the  exact  al 
we  are  looking  for:  people  whij 
business  decisions."  Stations  ci 
carrying  the  program  are: 

WLYN,  Boston 
WMAX,  Grand  Rapids 
KHEP,  Phoenix 
KTOQ,  Rapid  City,  S .11 
KOCY,  Oklahoma  City 
KXYZ,  Houston 
KANC,  Anchorage 
WFAA,  Dallas-Ft.  Wort 
WKAT,  Miami 
WSUN,  Tampa-St.  Pete) 
WACJ,  Buffalo 
WJLK,  Asburv  Park,  N. 
WWJ,  Detroit 


Radio  Works'  Suzanne  Reynolds  and  Nathan  Roberts  help  put  Forms  on  the  air 


Marking  time 


My  colleague  Shelley  Zalaznick  likes  to 
repeat  the  old  Mort  Sahl  joke:  "In  Cali- 
fornia, when  you  ask  a  man  who  he  is,  he 
points  to  his  car."  But  that's  kind  of  old 
hat  as  the  sagging  auto  sales  figures  sug- 
gest. Among  true  connoisseurs  of  status 
symbols,  increasingly  what  is  on  your 
wrist  counts,,  not  what's  in  your  garage. 
American  execLitives'  wrists,  which  used 
to  sport  relatively  modest  gold-filled  El- 
gins  or  Hamiltons  or  Waltbams  or  Bulo- 
vas,  now  glint  with  18-karat  Piagets,  Ro- 
lexes,  Patek  Philippes  and  Vacheron 
Constantins.  Timepieces  that  cost  con- 
siderably more  than  a  fully  equipped  new 
automobile  are  leading  luxury  items  in 
fancier  U.S.  stores  this  Christmas.  We 


mientf} 


can  almost  hear  the  professional  1 
clucking:  "Shocking!  $10,000 
watch  when  people  are  hungry  i 
lem."  But  is  it  so  shocking  that  ari 
is  keeping  alive  an  ancient  Swiss  C0Se:Le 
Besides,  what  would  success  be  vi 
symbols-  In  making  success  more 
ble,  symbols  like  the  luxury  wat(j 
keep  incentive  alive.  Would  th 
these  Swiss  craftsmen  out  of  worlj 
benefit  the  huddled  masses? 

Lawrence  Minard,  our  Europe, 
reau  Chief,  visited  Switzerland  to 
on  how  one  of  that  country's  old 
dustries  has  become  one  ot  its 
recent  success  stories.  The  story 
on  page  59. 


Editor 


ina 

Chem] 


mitoisy 

tirm :. 
its 


FORBES,  DECEMBER 


Is  finding  and  moving 
/our  foreign  currency  a  bigger  problem 

than  earning  it? 


The  Chemical  Solution: 
ChemLink  for  Multinationals. 


p|  Now  you  can  manage  your  multi-currency 
cash  flow  with  ease. 

With  our  new  ChemLink  for  Multinationals,  you 
n  monitor,  move,  and  use  your  funds  overseas,  the 
oment  they're  deposited.  You're  tied  right  in  to  our 
ew  York,  London,  and  Frankfurt  offices,  so  you  have 
le  flexibility  to  deal  in  any  cunency,  in  any  way  you 
|oose:  Leave  it  on  deposit,  exchange  it  for  another 
j|rrency  or  move  it  from  country  to  country,  conti- 
bnt  to  continent.  Now  the  ChemLink  system  lets 
>u  manage  your  foreign  cunency  accounts  as  easily 
Li  your  U.S.  dollar  accounts. 

You  can  find  out  where  your  money  is 
in  any  bank  worldwide— at  any  time. 

ChemLink  for  Multinationals  is  an  on-line 
rldwide  cash  management  system  that  continually 
nitors  your  funds  and  issues  detailed  reports  on 
eir  movements.  Whether  your  money  is  in  the 
tes  or  overseas,  you  know  what  it's  doing,  where  it 
and  where  it's  going,  24  hours  a  day,  7  days  a  week. 


You  spend  much  less  time  looking  for  your  money. 
And  have  more  time  for  finding  ways  to  use  it. 

A  team  of  bankers  providing  solutions  to 
all  your  worldwide  cash  management  problems. 

Whether  you're  banking  here  or  abroad,  you  can 
bank  on  the  professionalism  of  Chemical's  experi- 
enced account  officers  and  ChemSphereSM  cash  man- 
agement specialists.  They  make  it  their  business  to 
know  your  needs  —  and  to  accommodate  them,  even 
if  they  have  to  create  new  systems  to  do  it.  That's 
what  makes  Chemical  Bank  a  leader  in  worldwide 
cash  management. 

Tell  us  about  your  cash  management  problems. 
We'll  tell  you  about  the  Chemical  solutions. 

Mention  ChemLink  to  your  Chemical  account 
officer.  Or  write  W  D.  Baird,  Jr. ,  Senior  Vice  President, 
Chemical  Bank,  20  Pine  Street,  New  York,  N.Y  10005. 
Or  call  us  at  (212)  770-3600.  We'll  tell  you  more  about 
how  cash  management  problems  disappear  when  you 
treat  them  with  the  Chemical  solution. 


Chemical 

Leader  in  worldwide  cash  management. 


Trends 


Kdited  By  John  A.Qwiway 


Money  isn't  everything 

Sloth  is  driving  out  good  old  American 
greed  as  a  work  incentive  and  is  the 
major  factor  in  slowing  productivity 
gains.  That  is  the  conclusion  of  William 
M.  Mercer  Inc.,  the  country's  biggest  em- 
ployee-benefits consulting  firm,  after 
surveying  the  chief  executive  officers  of 
434  major  U.S.  corporations.  "Changing 
attitudes  toward  work"  was  cited  by 
70%  of  the  respondents  as  deserving  the 
most  blame  for  the  decline.  There  are  too 
many  people  who  "wait  tor  the  week- 
end," says  Barnet  Berin,  Mercer's  direc- 
tor ot  professional  standards.  Workers 
gladly  retire,  he  adds,  if  the  right  incen- 
tives are  provided  and  "sometimes  the 
wrong  people  retire."  Even  money 
doesn't  seem  to  help.  A  big  majority, 
62%  of  the  companies  surveyed,  thought 
that  "salary  increases  do  not  produce 
sustained  productivity  gains."  The  re- 
spondents also  seemed  to  be  in  the  dark 
about  just  what  should  be  done  about  the 
falloff  in  worker  output.  Many  suggested 
making  changes  in  management-em- 
ployee relations,  particularly  building  up 
development  and  training  programs. 
Others  recommended  pruning  the  thick- 
ets of  government  regulations — the  fac- 
tor that  ranked  second  in  the  survey  as 
the  cause  of  declining  productivity. 

Welcome,  traveler 

If  you  thought  the  lines  at  airport  immi- 
gration and  customs  counters  were  long 
before,  wait  till  next  year.  Airlines  are  up 
in  arms  over  some  personnel  cuts  in 
manning  tables  that  the  White  House 


Office  of  Management  £\  Budget  is  pro- 
posing. The  Immigration  Service,  for  ex- 
ample, asked  for  65  additional  inspectors 
for  the  fiscal  year  beginning  next  Octo- 
ber. OMB  not  only  turned  down  the  in- 
crease in  manpower  but  also  cut  out  200 
inspectors  on  the  current  roster.  This 
will  bring  airport  inspection  staffs  down 
to  the  levels  of  1975,  according  to  James 
R.  Corson  of  the  Air  Transport  Associ- 
ation, "despite  the  fact  that  visitors 
flying  to  the  U.S.  have  increased  90% 
since  then."  The  average  Immigration 
Service  passport  checker  can  handle 
about  30  travelers  an  hour  at  U.S.  ports  of 
entry  and  about  twice  that  number  at 
overseas  "pre-clearance"  stations.  (Bag- 
gage inspectors  at  Customs,  naturally, 
take  more  time.)  So  the  new  reductions, 
it  they  stand,  will  mean  those  lines  will 
get  longer,  and  longer,  and  longer.  Cor- 
son is  also  afraid  that  the  only  choices 
open  to  airports  will  be  to  curtail  hours 
tor  overseas  landings,  and  thus  shorten 
workdays,  or  even  to  close  down  airports 
for  as  long  as  a  day  or  more. 

The  open  road 

What  price  highway  safety?  The  sums 
handed  out  in  federal  grants  to  state 
highway  safety  programs — almost  $1.3 
billion 'over  the  last  13  years — have  had 
little  demonstrable  effect  in  reducing  the 
traffic  toll,  according  to  the  General  Ac- 
counting Office.  And  Detroit's  new- 
found eagerness  to  build  lighter  cars  for 
greater  fuel  efficiency,  says  )oan  Clay- 
brook,  head  of  the  LX'partment  of  Trans- 
portation's National  Highway  Traffic 
Satety  Administration,  will  only  make 


things  worse-.  The  lighter  the  eai 
ously,  the  less  protection  it  prov 
collisions,  and  unless  Detroit  does 
in  improving  passenger  satety — \ 
ing  air  bags,  better  seat  belts,  and 
protective  paraphernalia — Misd 
brook  told  automakers,  the  c 
stands  to  face  an  increase  ot  10, 
1 5,000  highway  fatalities  a  year  by 

Now,  the  Nimbys 

Home  builders  and  city  planners 
new  name  for  an  old  enern 
"Nimbys"  (for  "not-in-my-back 
those  who  want  no  constructio 
might  disturb  the  character  and  r 
tate  value  of  their  neighborhoods, 
know  they've  got  to  go  to  a  sh 
center  sometime,"  complains 
Hanson,  a  veteran  planner  and  par 
missioner  in  suburban  Washi 
D.C.,  "but  they  sure  as  hell  don't  \ 
anywhere  near  them."  Hanson  a 
fellow  planners  say  the  opposit 
moderately  priced  housing  in 
close-in  communities  adds  to  su! 
sprawl  and  forces  those  who  eai 
afford  it  to  travel  the  greatest  disl 
to  their  |obs.  The  Nimbys  are  "I 
environmentalists,"  their  opponer 
who  think  keeping  the  rest  of  the 
at  bay  will  increase  values  in  thei 
munities.  This  new  phase  in  the  a 
battle  of  haves  and  have-nots  is  p 
larly  painful  now,  when  million! 
during  the  baby  boom  of  the  195 
arriving  at  the  home-buying  aj! 
finding  no  homes  to  buy  (or,  at  le 
homes  they  can  afford).  One  resrj 
cording  to  Jane  Newitt  of  the  h 
Institute,  the  New  York  think  tan 
be  the  appearance  of  what  she  calls 
growth  centers"  around  big  metrop 
areas  as  new  housing  keeps  goi 
beyond  the  reach  of  city  service 
employers. 


Customs  officers  checking  ha<^ai>e  at  JFK 
The  worst  might  be  yet  to  come. 


Firemen  for  hire 

First  it  was  the  rent-a-cop;  now  I 
rent-a-fireman.  A  dozen  private  a 
nies  have  taken  over  the  job  of  fir 
tection  in  cities  and  towns  arour 
country,  according  to  Lou  Witz< 
who  started  his  first  service  32  yea 
in  Phoenix.  Witzeman  now  fight 
for  a  dozen  Arizona  communitie 
eluding  Seottsdale,  and  operates  n 
stations  in  the  Knoxville,  Tenn 
Near  Chicago,  Elk  Grove  Towns; 
suburb  close  to  O'Hare  Airport,  has 
another  tire-protection  expert,  Gap 
sen,  as  an  alternative  to  spending 
pie  of  million  to  run  its  own  fire  d 
ment.  Jensen  has  hired  a  force  of  1 
time  and  25  part-time  fire  fighters 
Southeast,  William  Huff,  a  planrt 
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When  a  new  communications 
satellite  was  recently  launched, 
whose  satellite  system  was 
already  there  to  welcome  it? 


American  Satellite. We've  been 
around.  And  around.  And, 


American  Satellite — the  proven 
satellite  business  communica- 
tions company — welcomes 
our  new  neighbor,  Satellite 
Business  Systems.  - 

American  Satellite  realized 
long  ago  the  advantages  of 
owning  our  own  space  in 
space.  We  have  an  ownership  interest  in  the 
existing  Westar  satellite  system  and  an 
additional  interest  in  future  satellites. This  means 
we  have  the  capacity  to  serve  our  customers' 
voice,  data  and  image  transmission  needs  right 
into  the  1990s. 

American  Satellite  has  the  flexibility  to  tailor  a 
cost-effective  satellite  communications  system 


to  your  specific  needs.  And  as 
your  needs  change,  our  system 
can  change  with  them.  Our 
system  is  designed  for  easy 
servicing, and  we  are  able  to 
incorporate  new  technology 
into  your  existing  framework. 
When  you've  been  around  as 
long  as  we  have,  you  know  how  to  provide  the 
data  transmission  services  businesses  need. 
For  more  information  write  to  American  Satellite 
Company,  20301C3  Century  Boulevard, 
Germantown,  Maryland  20767. 


rcj  1980  American  Satellite  Company.  Germantown.  MD 


AMERICAN 
SATELLITE 
COMPANY 

Between  heaven  and  earth 
there's  little  we  can't  do. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
these  securities  The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  November  20,  1980 

JWIB/  1,700,000  Shares 

National  Medical  Enterprises,  Inc. 

Common  Stock 


Price  $37,125  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities 


E.  F.  Hutton  &  Company  Inc.    Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

The  First  Boston  Corporation  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bache  Halsey  Stuart  Shields   Bear,  Stearns  &  Co.   Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.     Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Kidder.  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 


Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A  G  Becker 

Dean  Witter  Reynolds  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co., Inc. 
Advest,  Inc. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $27.00  □  3  years  $54.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders,  add 
$5  a  year;  other  foreign,  add  $15  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


N'ame       (please  print) 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 
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Hall  County,  Ga.,  northeast  of  I 
says  his  county  may  be  saving  a 
as  $500,000  a  year  by  using  priv: 
tractors  to  fight  its  fires.  Jensc 
holds  a  degree  in  fire  protectio 
Oklahoma  State  University,  seeaf 
future  for  the  fireman-for-hire.  ' 
you  can  do  it  anywhere,"  he  says 


Thanks,  Uncle 

Savers  who  have  been  using  th 
sury's  retirement  bonds  to  build  i 
Keogh  Flan  or  IRA  accounts  are  a 
break,  but  hardly  one  to  cheer 
This    paper,    something  like 
bonds,  can  be  bought  in  amount! 
to  $500  at  Federal  Reserve  banks 
one  with  one  of  the  self-employed 
deferred  accounts.  Uncle  Sam  isrf 
overboard,  however;  the  new  i| 
rate  is  a  modest  8%  and  applies 
bonds  sold  after  Nov.  1,  1980.  Keo| 
purchasers,  moreover,  are  lock! 
the  old  rates  (some  coupons  are  a] 
3.75%)  until  age  S9lh  and  cannot 
their  bonds  to  get  something 
That  thickens  the  gloom  becau< 
Treasury  securities — equally  avai 
Keogh  and  IRA  plans — are  yiel 
much  as  15%. 


fe 
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The  campus  scene 

State  universities  that  were  turnin 
applicants  by  the  thousands  in! 
years  are  now  beating  the  bushes 
dents.  Despite  the  security  of  ti 
support,  these  schools  are  heeding 
mographics.  The  number  of  high 
graduates  will  decline  about  20% 
1 990s,  an  inevitable  result  of  the  lo  "' 
rates  the  last  decade  and  a  half. 
Magee,  Indiana  University's  new 
sions  director,  has  been  visum  - 
schools  from  St.  Louis  to  Boston 
ami.  "We're  looking  five  years  do  yrjpo 
road,"  he  says.  Meanwhile,  amol  v.. 
vate  colleges,  which  have  been  stm 
Catholic  campuses  appear  to  be  p 
ing.  Enrollment  in  Catholic  grac 
high  schools  may  have  dropped  41 
the  last  15  years,  but  college  enroll 
according  to  a  new  report  by  the 
ation  of  Catholic  Colleges  cx  Unj 
ties,  went  up  19%  in  the  last  decade 
450,000  to  535,000.  During  the  sami 
od,  private  colleges  increased  their 
by  15%.  Some  colleges  are  even 
abroad  to  recruit,  not  that  there 
shortage  of  overseas  students 
count,  the  U.S.  had  286,000  foreign] 
campus.  Tops  were  Iranians,  with 
3  times  the  number  for  the  runne 
the  Taiwanese,  17,530.  Next  came 
nans  (16,210),  Canadians  (15,27( 
Japanese  (12,160). 
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There  are 
few  truly  international 

trade  shows 
in  the  world. 

Most  of  these 
are  held  in  Paris. 

Paris:  the  world's  most  important  center  for  international  trade  shows. 


-eronautics: 
ricultural  Machinery: 
griculture  •  Foods  -  Wine  -  Fishing: 
rts,  crafts  •  Jewelry  -  Gifts  -  Tableware: 
utomobile  equipment: 
uildmg  (materials  and  equipment): 
lothing  and  Fashion: 
lothmg  (machines): 
)ata  processing,  Office  organization: 
lectronic  components: 
ur: 

landling  equipment: 


•  Hardware: 

•  Hotel,  catering  and  retail  trade  equipment: 

•  Household  appliances  -  Furniture  and 
Interior  design: 


PROMOSAIONS 


13  •  Industrial  finishing  -  Surface  treatment: 
T4J     •  Innovation: 

•  Leather  (machines  and  goods): 
[T5]     •  Mechanical  components: 

•  Optics  •  Optical  equipment  -  Spectacles: 

•  Photography -Cinematography: 

•  Security,  Protection,  Safety: 

•  Sports  (equipment  and  goods): 

•  Stationery: 

•  Sub-contracting: 

•  Tourism  and  Travel: 

•  Toys  and  games: 


Call  or  return  this  coupon  to: 

N  Y. — (212)  582-4960  DALLAS — (214)  745-1385 

Chicago— (312)  876-0310  WASH  D  C  —(202)  363-1058 

L  A  —  (213)629-8111  ATLANTA— (404)  524-8405 


International  Trade  Shows  in  France  -  French  Chamber  of  Commerce  | 
in  the  United  States  Inc.  -  1350,  Avenue  of  the  Americas  -  § 
NEW  YORK,  N.Y.  10102  -  Telex:  Frshows  427563  & 


ase  send  me  more  detailed  information  on  Exhibitions  included  in  these  sections: 
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Forbes: 
Capitalist 
Tool 


The  big  green  light 

A  year  ago,  Forbes  (Oct  15,  1979)  listed 
the  tickets  an  investor  could  use  to  get 
aboard  the  new  Penn  Central  Corp.  that 
had  emerged  from  the  once-mighty  rail- 
road's spectacular  bankruptcy.  Besides 
the  common  stock,  the  market  basket 
included  1 1  other  securities — most  of 
them  held  by  debtors  of  the  original  rail- 
road. Their  redemption  depended  largely 
on  the  so-called  Valuation  Case,  the  law- 
suit the  company  had  filed  against  the 
U.S.  government  over  how  much  the 
seized  lines  were  worth.  The  spread  was 
huge.  Penn  Central  carried  it  on  the 
books  at  $3.2  billion;  the  government 
wanted  to  pay  about  $530  million,  its 
scrap  price.  Last  month  Uncle  Sam  set- 
tled. Penn  Central  will  get  $2.1  billion  in 
cash  and  a  shiny  new  balance  sheet. 

Overnight,  the  bulls  who  were  touting 
Penn  Central  a  year  ago — a  group  includ- 
ing men  as  far  apart  as  T.  Rowe  Price,  the 
sage  of  Baltimore,  and  high-roller  Saul 
Steinberg — had  their  judgments  con- 
firmed. Penn  Central  was  going  to  get 
enough  money  to  pay  off  all  those  debts 
that  had  weighed  down  the  liability  side 
of  its  ledgers  and  would  probably  have 
about  $100  million  left  over.  The  dozen 
varieties  of  paper  bearing  the  Penn  Cen- 
tral logo  immediately  took  on  a  gilt- 
edged  glow  face  table) . 

The  cash  bonanza  from  the  Treasury — 
which  Penn  Central  thinks  could  be  in 
its  hands  by  mid-January — would  go  only 
to  holders  of  its  bonds,  notes  and  pre- 
ferred stocks,  but  even  owners  of  the 
other  paper  could  bask  in  reflected  glory. 
The  common  stock  alone  jumped  I6V2 
points  on  the  news.  The  $5.27  preferred 
issue,  used  last  December  to  acquire 
Marathon  Manufacturing,  the  offshore 


drilling-rig  conglomerate,  also  mo 
smartly.  The  reason  wasn't  hard  t 
With  its  mountainous  load  of  de 
denly  lifted,  the  company  was  ob> 
free  to  fly  high.  And  those  lov< 
carryforwards — perhaps  $1  b] 
meant  Richard  Dicker,  the  insurai 
ecutive  who  masterminded  Peni 
tral's  recovery  as  its  chairman  anc 
could  go  full  throttle  with  his  acqu 
program.  Saul  Steinberg  said  it  all 
ago  when  asked  why  he  had  bouj 
million  shares  of  Penn  Central  cor 
"Look  at  their  tax  shelter!" 


Who  owns  Green  Stamj 

In  late  summer,  asked  why  his  Ft. 
based  Bass  Brothers  Enterprise 
bought  up  nearly  20%  of  Sperry  &  \ 
inson,  the  Green  Stamp  compa 
Bass  snapped,  "I  don't  want  to  tak 
anything."  (Forbes,  Aug.  18 .)  It  w 
to  see  how  he  could;  60%  of  the 
pany's  stock — then  selling  at  16, 
discount  from  book  and  a  20%  di: 
from  cash  per  share — was  owned  b) 
branches  of  New  England's  Beineck 
ily.  Frederick  W.  Beinecke  II,  37 
William  S.  Beinecke  branch,  w« 
president  of  the  company. 

Today,  the  eldest  Bass  brother  w) 
nothing  and  it's  easy  to  see  wh) 
month  the  Bass  boys  bought  1.2  m 
shares  of  SikH  from  the  heirs  of  re 
deceased  Kathenne  S.  Beineck 
$23.50  a  share,  or  about  $27  m 
bringing  the  Bass  stake  up  to  35.5 
the  Beinecke  share  down  to  48%. 

The  deal  also  caused  some  frene 
tion  at  S&H  headquarters  in  New 
Within  days  of  the  Bass  purcha 
company  announced  it  had  rel 
Goldman,  Sachs  and  was  conside 
number  of  courses,  including  takm 


All  aboard  the  Penn  Central 


What  happens  when  Uncle  Sam  punches  your  ticket — and  opens  the 


Amount 


Price 

Face 

Interest 

needed 

Closing 

To 

Oct 

amount 

rate 

to  retire 

price 

whom 

Obligations 

1979 

(mil) 

terms 

(mil) 

1 1/24/80 

issued 

Trustees'  certificates 

NT 

$  50.0 

7.05% 

$  51.8 

NT 

various 

Series  B  notes 

NT 

339.9 

8.675 

376.1 

NT 

US  govcmmt 

C-l  notes 

73  Va 

129.1 

8.00 

162.7 

116 

tax  authoritii 

C-2  notes 

73% 

131.7 

8.00 

166.4 

116 

various 

D  serial  notes 

NT 

3.0 

7.00 

3.2 

NT 

tax  authoriti 

D  term  notes 

71 

116.1 

7.00 

117.1 

92 

tax  authorit: 

A  bonds 

83 'A 

55.3 

7.00' 

55.3 

94!A 

secured  cred 

B  bonds 

55Vz 

196.2 

7.001 

196.2 

93% 

secured  cred 

Preferred  shares  A 

11% 

33.6 

33.6 

18% 

supersecured 

Preferred  shares  B 

6 

504.3 

504.3 

18% 

secured  credi 

Certifs  of  beneficial  int 

16 

180.6 

none 

180.6 

91V2 

various 

Common  shares 

\7Vi 

42  V* 

various 

$5.27  special  pref  stock 

48 'A 2 

74% 

various 

'From  Apr.  1,  1981.    ^rice  at  issue  in  December  1979    NT:  Not  traded. 
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The  Ad  Pros  Laughed 
When  They  Read 
My  Advertisement . . . 


by  Chase  Revel 

. . .  that  is,  until  they  learned  I  had  built  18  suc- 
cessful businesses  from  scratch  using  these 
techniques.  I  currently  own  5  companies  worth 
many  millions  of  dollars— a  magazine  publish- 
ing company,  two  book  publishing  companies, 
an  electronic  manufacturing  business,  a  trade 
show  production  company  and  a  marketing 
consulting  firm. 

My  techniques  violate  many  textbook  rules 
—  I  rarely  ever  pay  rate-card  prices  for  my 
advertising  — and  the  result  I  get  from  my 
advertising  would  astound  you  — even  if  you 
are  a  top  advertising  professional. 

Recently  I  put  everything  I  know  about 
advertising  down  in  a  manual.  I'm  so  sure  you'll 
benefit  from  it,  I'll  give  you  an  unheard-of 
guarantee.  "Use  it  for  a  year.  If  you  are  not 
satisfied  — return  it  for  a  full  refund." 

Read  this  partial  contents  list— you'll  be 
amazed. 

•  How  to  cut  your  ad  budget  in  half  and  get  the 
same  results 

•  The  most  popular— and  wasteful— place 
for  new  businesses  to  advertise 

•  A  little-known  way  to  get  a  full  page  ad  in 
major  magazines,  cheap 

•  How  to  reach  20,000  potential  customers 
near  your  business— free 

•  A  grand-opening  gimmick  that  lures  cus- 
tomers in  droves 

•  Why  you  should  never  miss  advertising  in 
February 

•  How  to  select  and  reach  thousands  of  cus- 
tomers for  $2  a  month 

•  Which  newspaper  should  not  can-y  your  ad 

•  Why  your  strongest  selling  point  may  be 
your  weakest 

•  How  the  paper  you  print  circulars  on  can 
chase  business  away 

•  The  certain  ad  most  readers  look  for  and 
respond  to  eagerly 

•  How  to  tell  if  a  radio  station  is  "right"  for 
your  ad 

•  Why  your  headline  should  not  sell  your 
product  or  service 

•  A  source  to  help  you  develop  powerful, 
award-winning  ads  —  for  less  than  $1  a  week 

•  How  to  reach  only  the  most  secretive,  often 
wealthiest  customers 

•  An  ingenious  way  to  increase  sales  — with- 
out ever  leaving  your  car 

•  How  much  to  spend  on  advertising,  even  if 
you're  small  or  just  starting  out 

•  Getting  others  to  produce  your  TV  spots  for 
nothing 

•  How  to  run  an  ad  without  paying  for  space  or 
postage 

•  A  clever  way  to  dominate  a  newspaper  page 
— and  measure  results  at  the  same  time 

•  Sources  of  ready-made,  proven  advertising 
you  can  tap— free 

•  Where  to  cut  corners  that  magnify  the 
power  of  your  ad 

•  How  to  get  accurate  research  on  your  poten- 
tial market  — free 


—Chase  Revel 

Syndicated  business  columnist,  author  of 
10  books  and  82  manuals  on  business,  former 
owner  of  18  successful  businesses  he  started 
from  scratch 

In  1978  Revel  appeared  on  28  TV  shows. 
46  radio  shows,  and  was  interviewed  by  27 
newspapers  and  magazines  News  of  his  ac- 
tivities has  been  printed  by  newspapers  and 
aired  by  hundreds  of  TV  and  radio  stations. 


•  An  ingenious  way  to  turn  delivery  into  extra 
profits 

•  How  to  turn  an  ordinary  flyer  into  a  powerful 
prestige  ad 

•  A  sly  way  to  make  people  remember  your 
best  ads 

•  Why  most  cities  ban  distribution  —  how  to 
overcome  it 

•  A  seldom-used  technique  that  makes  the 
public  consider  you  the  local  expert 

•  How  to  reach  masses  of  people  outdoors— 
without  billboards  — cheap 

•  The  way  to  beat  your  largest  competitor 

•  Ways  to  make  a  small  ad  pull  more  business 
than  a  large  one 

•  How  customers  can  tell  you  when  and 
where  to  advertise 

•  A  way  to  get  the  most  creative  ad  talent  dirt 
cheap 

•  Why  your  business  location  will  determine 
how  much  advertising  you  should  do 

•  The  common,  fatal  mistake  to  watch  for  in 
your  ads  that  leaves  readers  cold 

•  An  angle  that  ties  your  business  to  impor- 
tant international  events  every  day 

•  A  way  to  use  the  highest  prestige  media— 
and  slash  ad  costs  17% 

•  Dynamic  formula  for  your  own  year-long 
super-sell  campaign 

•  How  to  build  your  identity  with  thousands  of 
nonreaders  for  under  $50 

•  What  advertising  can  and  can't  do  for  your 
business 


•  A  distribution  angle  most  businesses  don't 
know  how  to  use  that  boosts  sales  up  to 
40%  — and  how  to  use  it 

•  How  to  get  a  mailing  list  of  the  hottest  pros- 
pects for  your  business 

•  The  one  gimmick  that  can  bring  in  too  many 
customers — and  how  to  control  it  to  your 
advantage 

•  A  way  to  get  people  travelling  through  your 
neighborhood  to  stop  at  your  business  and 
buy 

•  And  much,  much  more 

This  report  of  proven  business-building 
techniques  is  available  only  from  Entrepreneur 
Magazine.  You  can  have  it  ready  at  your  finger- 
tips to  give  you  the  answers  that  virtually  guar- 
antee successful  advertising  and  promotion  — 
and  increased  sales  and  profits  beyond  your 
most  optimistic  expectations  — by  acting  now. 
Order  Report  No.  324  today. 

For  quicker  service,  charge-card  orders  only, 
call  toll-free  1  (800)  421-7269  6  a.m.  to  9  p.m. 
Pacific  Coast  Time.  California  residents  call  1 
(800)  352-7449. 

All  Entrepreneur  Magazine  reports  are  fully 
guaranteed.  If  you  are  not  satisfied,  just  return 
undamaged,  within  1  year  of  receipt  for  a  com- 
plete refund  — no  questions  asked. 

©  1980  Entrepreneur  Magazine,  2311  Pontius  Ave. 
Suite  D-447,  Los  Angeles,  CA  90064 

Detach  and  Mail  To 

ENTREPRENEUR,*^ 

Research  Deportment 

231 1  Pontius  Avenue,  Suite  D-447 

Los  Angeles,  California  90064 

Please  send  me  copies  of  Report 

No.  324,  "MAKING  ADS  PAY"  @  $16  95  plus 
$2.50  handling  and  shipping,  under  your  1-year 
unconditional  guarantee. 

(Please  Print) 

Name  

Address  

City  

State  Zip  

My  telephone  #  is  ( 

(In  case  we  have  a  question  about  your  order) 

Payment  Enclosed  $  

(Cal  residents  add  6%  sales  tax  or  $1  02) 

Or  Charge  to  My: 

VISA  □  MasterCard 

Card  No.   

Expiration  Date  

(NO  ORDERS  SHIPPED  WITHOUT  CARD  EXPIRATION  DATL| 

X  

(SIGN  HERE  IF  CHARGING) 


You  can't  ring 
a  big  bell  with  a 
small  hammer 

To  make  more  jobs,  maintain  our  way 
of  life,  continue  our  social  programs,  and 
strengthen  our  defenses— 

We  must  restore  America's  productivity. 

That  means  updating  America's  factories- 
catching  up  with  the  Europeans  and  Asians. 

To  make  that  catch-up  investment,  greater 
capital  formation  is  needed. 

The  way  to  do  it  is  to  ease  the  stiff 
corporate  tax  rate.  Pull  back  on  excessive 
environmental  rules.  Increase  investment 
tax  incentives.  Let  prices  seek  the  level  that 
encourages  production.  Cut  back  on  red  tape. 

The  American  profit  system  really  worked. 
Let's  put  it  to  work  again. 


James  E.  Stewart.  Chairman  of  the  Board  and  Chief  Executive  Officer 

Lone  Star  Industries.  Inc  .  One  Greenwich  Plaza.  Greenwich.  Connecticut  06830 

To  read  about  the  cement  industry's  challenges  and  dynamics  in  the  1980's, 

write  for  our  Annual  Report.  ^ML 

LONE  STAR  ">T 

Number  One  in  Cement .  .  .  Serving  America's  Great  Builders. 


m 
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pa.-  private.  lames  T.  Mills,  57, 
mi  since  April  and  a  longtime 
pa:/  employee,  resigned  for  "per- 
lr<sons"  and  was  replaced  by  Fred- 
;  /  Collins  )r.,  65,  the  recently  re- 

v  e  chairman.  John  R.  Robinson, 
iT'mber  of  the  Edwin  I.  Beinecke 
ch  f  the  family,  joined  the  company 
iuje  committee  chairman.  Then 
Ec  in  J.  and  William  S.  Beinecke 
the  family  tree  announced  that 
ie  vould  sell  any  S6<H  holdings  ex- 
ir  oncert  with  the  other.  President 

E  necke  says  firmly:  "Our  inten- 
ts o  maintain  control  of  the  com- 
*i'  ut  the  whole  story  may  lie  more 
z.\  irth  than  in  Manhattan. 

Manana,  manana 

w  ould  you  like  to  buy  a  piece  of 
ic<>  oil-propelled  economic  boom?" 
iE;:eased  last  spring  (May  26).  The 
Si— "It  may  soon  be  much  easi- 
avs  as  provocative  as  the  question. 
oc:ive  but  premature, 
te  romised  passport  into  Mexico's 
-fl  ng  economy — growth  8%  a  year 
coiorate  profits  averaging  60%  in- 
leannually— was  to  be  the  Mexico 
^  idosed-end  investment  company 
elc  on  the  Japan  Fund,  which  in  18 
std  increased  twelvefold.  The  new 
's  lanagement  company  was  to  be 
o  ned  by  Mexican  securities  firms, 
_b  Bache,  Merrill  Lynch  and  the 
n  lonal  Finance  Corp.,  a  World 
sailiate.  For  openers,  the  American 
r>  iters  were  to  handle  a  $50  mil- 
jT-ilic  offering. 

ie  ind  was  designed  to  let  foreigners 
laoiece  of  the  action  on  the  Bolsa 
ic  ia  de  Valores,  the  country's  sky- 
lg  tock  market,  without  violating 
t  it  forbade  alien  ownership  of  lo- 

0  panies.  Buyers  would  get  every- 
$ht  voting  rights.  "The  objective," 
ri:  d  Alejandro  Palma,  an  adviser  to 
]ciision  Nacional  de  Valores,  Mexi- 
Si .',  "is  to  adhere  to  Mexican  law 
iv  cing  voting  rights  from  econom- 
ic then,  Palma  y  comparieros  have 

I'ing  between  Mexico  City  and 
fe^ton  to  meet  with  the  regulatory 
%  at  the  American  SEC.  Palma 
■  even  want  to  discuss  all  the  legal 
fi.tions  for  fear  of  violating  U.S. 
Uons.  "It's  taken  longer  than  ex- 
it he  says,  but  he  still  expects  the 
t  ie  in  operation  by  the  end  of  this 
t  the  beginning  of  1981.  The  wait 
worth  it.  The  public  offering, 
n  ly  pegged  at  $50  million,  may  be 
rr  lion  instead,  Palma  thinks. 

1  na,  it  seems,  is  as  alive  and  well 
a  ington  as  it  is  in  its  native  land. 

1ECEMBER  22,  1980 


Robert  C  Watts.  Jr  State  Treasurer 


Dorf t  Expect  A  State 
That  Catft  Balance 

Its  Own  Budget  lb  Be 
Good  For  Business. 

Many  of  the  states  making  a  hue 
and  cry  for  new  business  would  do 
well  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  balanced  state  budget 
creates  the  best  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
for  the  financial  sins  of  government. 

And  second,  businessmen  know 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  tor  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Dept.  F6,  Richmond, Va 
23219. 

[mia 


Virgj 


Don't  just  lie  there. 


The  Rowe  Price  Tax-Free  Income  Fund  can 
help  you  get  out  from  under. 

•  Tax-Free  —  no  income  tax  for  the  IRS*. 

•  No-Load  —  no  sales  charge  or  redemption  fee. 

•  Prompt  Liquidity —just  call  free  or  write 
a  check. 

•  Low  Minimum— as  little  as  $1,000. 

•  Easy  To  Purchase  —  send  coupon  or  Gill  toll 
free  1-800-638-5660.  If  busy,  or  in 
Maryland,  call  301-547-2308. 


Rowe  Price  Tax-Free  Income  Fund,  Inc. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 


City  . 


Z,p. 


I  For  more  complete  information,  including  management 

l  fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

I  Read  it  carefully  before  you  invest.  "Income  may  be 

I  subject  to  state  and  local  taxes.  fi  £ 


Readers  Say 


We  deserve  better  grade 

Sir:  You  castigated  CBS  ("Election  Re- 
port Card:  A  For  NBC,  B  For  ABC,  C  For 
CBS," Fact  and  Comment,  Nor.  24)  for  the 
very  thing  we  were  most  concerned  to 
maintain — a  tradition  of  responsible  re- 
porting. As  you  put  it:  "CBS,  apparently 
without  making  use  of  its  postvoting 
polling,  needed  to  play  it  so  safe  it  ended 
up  looking  sorry."  CBS  did  make  use  of 
its  postvote  (or  "exit")  polling.  What  it 
did  not  do  was  estimate  the  outcome  of 
races  solely  on  that  criterion.  Our  calls 
were  based  on  actual  votes  cast. 

The  fact  of  the  President's,  or  any  oth- 
er candidate's,  concession  is  not  in  itself 
a  measurement  of  the  outcome.  Candi- 
dates regularly  concede  long  before,  or 
long  after,  our  information  satisfies  our 
criteria  for  making  a  call.  We  gave  the 
American  people  something  they  have 
come  to  expect  from  CBS:  accurate,  reli- 
able  reporting.   And   apparently  they 
agreed.  More  watched  our  coverage  than 
that  of  our  competitors. 
— Thomas  H.  Wyman 
President, 
CBS 

New  York,  NY. 

Sir:  All  the  networks  deserve  an  F  for  the 
superficial  election  coverage.  Little  was 
discussed  beyond  the  presidential  race 
and  selected  Senate  and  gubernatorial 
contests.  Few  vote  totals  were  shown. 
Few  specific  contests  for  the  House  and 
fewer  state  questions  were  even  men- 
tioned. One  had  to  hunt  in  newspapers 
and  other  printed  media  to  learn  the  fate 
of  key  House  committee  and  subcom- 
mittee chairmen  and  of  ballot  issues  that 
have  a  significant  effect  on  business. 
— Gordon  L  Nelson 
Piftsfield,  Mass. 


Grand  source  of  money 

Sir:  Re  your  grandfather  stories  (Fact  and 
Comment,  Oct.  13).  Here's  one:  An  older 
gentleman  went  into  a  store.  Almost  im- 
mediately a  young  lad  came  up  to  him 
and  said,  "Are  you  a  grandfather?"  The 
OG  answered,  "Yes."  The  YL,  "Gee,  I'm 
glad  I  found  you.  I  can't  find  my  grandfa- 
ther and  I  need  a  quarter." 
— DM  Hundley 
I  'nirersit\'  City,  Mo 


The  Reagan  presidency 

Sir:  You  say,  "Reagan's  not  afraid  ...  to 
surround  himself  with  abler  .  .  .  types" 
("Why  Reagan  Will  Be  An  Effective 
President,"  Fact  and  Comment,  Dec.  8). 


Years  ago  I  worked  for  a  man  who  liked 
to  say:  "If  you  can  hire  a  better  man  than 
you  are  to  work  for  you,  you  are  a  better 
man  than  he  is." 
— Ed  J.  Gunderson 
Milwaukee,  W  is 

Sir:  The  basic  thought  is  true  and  will 
carry  President  Reagan  a  long  way. 
— George  P.  Shultz 
\ '/<.</  Chairman, 
The  Bechtel  (•roup 
San  Francisco,  Calif 

Sir:  It  was  nice  to  appear  (favorably)  in 
that  Reagan  editorial. 
— Alan  Greenspan 
New  York,  NY. 

Sir:  It's  sure  to  be  an  interesting — and,  I 

hope,  exciting — four  years. 

— Dai  id  Rockefeller 

Chairman  of  the  Board, 

The  Chase  Manhattan  Bunk 

New  York.  NY. 


Organized  crime 

Sir:  To  our  knowledge,  nothing  like  your 
articles  ,has  so  directly  tied  organized 
crime  to  the  economic  life  of  this  nation. 
For  this  to  appear  in  a  respected  business 
publication,  where  it  cannot  be  shrugged 
off  as  "sensationalism,"  makes  it  all  the 
more  effective. 
— Ian  H.  Lennox 
Executive  Vice  President, 
Citizens  (.rime  Commission  of  Philadelphia 
Philadelphia,  Penna 


Not  his  disaster 

Sir:  Nicholas  II  was  not  responsible  for 
the  cavalier  planning  of  the  straight  line 
railway  between  St.  Petersburg  and  Mos- 
cow (Other  Comments,  Nov  24).  It  was  his 
great-grandfather  Nicholas  I  who,  in 
1842,  employed  none  other  than  Major 
George  Washington  Whistler,  father  of 
the  painter,  to  do  this  job. 
— Michael  Cohn 
New  York,  NY. 


Maurice  Stans 

Sir:  In  your  Sept.  15  issue  (p.  107),  in  a 
headnote  commentary  to  an  unrelated 
article,  you  called  former  Secretary  of 
Commerce  Maurice  H.  Stans  a  "Water- 
gate bagman." 

Being  charged  with  being  a  "bagman" 
is,  in  any  circumstances,  harmful  to  an 
individual's  reputation  and  character.  In 
view  of  the  national  stigma  attached  to 


Watergate,  being  charged  with  q 
bagman  for  Watergate  is  doubly  hall 
I  served  as  Mr.  Stans'  chief  q| 
during  all  of  the  Watergate  period^ 
there  was  frequent  public  sped 
about  1972  campaign  funds  in  his] 
sion  having  improperly  found  the 
into  the  Watergate  operation,  the  \| 
investigating  groups,  including  tqi 
ate  Watergate  Committee,  the 
district  attorneys  and  the  Watergai 
cial  prosecutor,  concluded  that  sue 
gations  were  without  merit  insd 
Mr.  Stans  was  concerned.  In  shf 
was  never  legally  charged  with  any 
tions  in  Watergate,  much  less  evqi 
victed  of  any  connection  with  it. 
—Robert  W.  Barker 
Washington,  D  C. 

There  is  nothing  in  the  record  that  i>u 
1972  campaign  funds  were  kn/jwingl 
by  Mr.  Stans  to  anyone  for  improper] 
Watergate  FORBBS  is  pleased  to  set  tlx  \ 
straight. — Ed. 


Right  on 

Sir:  Congratulations  on  M.S.  Forbl 
preelection  forecast  of  a  Reaganj 
slide.  Even  more,  congratulations 
courage.  His  credentials  are  first-r^l 

— Shelby  Cullom  Dans 
New  York,  N  > 

Sir:  I  don't  know  anyone  else  whl 
dieted  the  results  as  accurately  as| 

— Richard  M  Bressler 
President  and  CEO, 
Burlington  Northern 
St.  Paul,  Minn 

Sir:  You  certainly  hit  it  right  o| 

head. 

—John  S  Reed 
Chairman  and  CEO, 
Santa  Fe  Industries.  Iul 
Chicago,  111 

Sir:  Now  if  we  can  just  channel 
talents  in  a  proper  direction:  You  i 
give  my  broker  a  call.  .  .  . 
—Jerry  L.  Nelson 
Chicago,  III 

Sir:  Would  you  like  to  take  on  a; 
corporate  forecasting? 
—Robert  J.  Buckley 
Chairman  and  President. 
Allegheny  Ludlum  Industries,  Inc 
Pittsburgh,  Penna 

Sir:  Does  he  do  horse  races,  too? 
— Bob  Leider 
Alexandria,  Va. 
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What  the  rich  give  the  wealthy. 

Royal  Salute  by  Chivas.  21  year  old  Scotch  whisky.  About  $50  a  bottle? 

Presented  in  blue, green,  or  brown  Spode  china  decanter,  with  matching  velvet  opera  sack. 

Send  this  unique  "Giffanywhere  in  U.S.A.  For  information  call  WHISKEY- GRAM  Toll  free  1-800-327-0243. 

21-YEAR-OLD  BLENDED  SCOTCH  WHISKY  •  80  PROOF  •  GENERAL  WINE  &  SPIRITS  CO  .  NEW  YORK.  N  Y  'PRICE  MAY  VARY  ACCORDING  TO  STATE  8,  LOCAL  TAXES. 


We  proudly  present  the  sound  of  great  literature. 


Listen  to  the  fanciful  adventures  of  Peter  Pan, 
the  bravado  of  the  Cowardly  Lion,  and  the 
terrifying  jealousy  of  Othello,  spoken  by  some 
of  the  world's  most  distinguished  actors  and 
actresses.  Enjoy  the  poetry  of  Dylan  Thomas, 
Robert  Frost,  and  Edna  St.  Vincent  Millay,  read 
by  the  poets  themselves  as  a  permanent  part 
of  our  literary  heritage. 

Caedmon  has  been  recording  the  words  of 
great  literature  for  more  than  25  years.  The 
pictures  they  create  are  left  to  the  listeners' 


imaginations.  Over  1200  recordings  have  bpiYToc 
produced  that  include  the  hallmarks  of  ck 
and  modern  poetry,  drama,  prose,  and  chi 
literature. 


lentary 


Today,  Caedmon  is  the  world's  forem  i 


producer  of  spoken-word  records,  and  jusi 
part  of  Raytheon's  involvement  in  the  arts 
education. 

D.C.  Heath,  a  growing  Raytheon  com  k 
has  been  publishing  textbooks  for  students 
kindergarten  through  college  for  nearly  a 


sfor 


P 


impr 
in  an 


ury.  Today,  Heath  is  the  leading  publisher  of 
entary  mathematics  textbooks  that  stress 
-to-basics  math  skills.  Heath's  college  text- 
s  for  political  science,  history,  modern 
juages,  and  other  liberal  arts  are  widely  used 
Dlleges  and  universities  across  America.  For 
sssionals  and  scholars,  Heath's  Lexington 
ts  imprint  has  provided  well  over  1,000 
ls  in  a  wide  range  of  specialized  fields. 
Raytheon ...  a  company  with  expected  1980 
of  $4.9  billion  in  electronics,  aviation, 


appliances,  energy,  construction,  and  publishing. 
For  copies  of  our  latest  financial  reports,  please 
write  Raytheon  Company,  Public  Relations,  141 
Spring  Street,  Lexington,  Massachusetts  02173. 


Give  her  a  food  processor. 

Or  give  her  a  present. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ONLY  ONE  WAT  FORD  CAN 

sler's  kayoed  if  its  K-car  sales  continue  as  sluggishly  as 
ve  begun.  It  will  survive  principally  as  a  defense  com- 

|with  an  output  of  tanks,  army  trucks  and  other  sorely 
hardware.  Perhaps  only  peripherally  is  Chrysler  going 

|ble  to  continue  in  the  car  business. 

:ord  the  same  fiscal  knockdown  looms,  unless  car  sales 

lick  up  appreciably. 

re's  one  way  Detroit  automakers  can  survive  until  they 
bin  making  cars  that  are  technologically,  qualitatively 
[PG-ly  superior:  The  new  Administration  can  propose 
pngress  can  promptly  pass  as  part  of  its  forthcoming  tax- 


AVOID  CHRYSLER'S  FATE 

incentive  package  an  income-tax  deduction  of  $200  or  $300 — 
or  maybe  $400? — to  anyone  purchasing  a  car  that  gives  an 
average  city-highway  30-plus  miles  per  gallon.  (See  Forbes, 
Sept.  29,  p.  25.) 

This  will  contribute  measurably  to  a  lessened  demand  for 
import  oil. 

In  Detroit  it  will  revive  a  stricken  industry.  It  will  give  'em 
time  and  cash  flow  enough  to  get  back  in  the  ring  against  the 
Japanese  competitors,  without  resorting  to  the  ultimately  di- 
sastrous course  of  that  two-edged  hara-kiri  sword— high  tariffs, 
quotas  and  other  such  blatant  stifling  of  international  trade. 


WE  DON'T  EVEN  KNOW  WHICH  FOREIGN 


puals,  corporations  or  nations  have  bought  or  are  buying 
United  States — only  that  the  number  and  $billions  are 
[ning.  Whether  these  investments  are  in  friendly  or 
hands,  or  whose  hands,  we  don't  have  much  of  a  clue, 
i  confounded  ignorance  can  compromise  national  securi- 
i  result  in  a  transfer  of  some  of  our  technologies  that 
tertainly  shouldn't  be,  and  can  leave  big  chunks  of  our 
my  to  the  not-always-tender  mercies  of  countries  that 
e  in,  or  may  fall  into,  unfriendly  control. 


It's  one  thing  to  have  the  British  and  Germans  and  French 
and  Japanese  and  Canadians  invest  in  America.  (And  we  are 
understandably  alarmed  at  Canadian  threats,  for  instance,  to 
take  over  or  turn  over  huge  U.S.  capital  investments  there.)  But 
with  OPEC  billions  sloshing  around  the  world  in  economic 
tidal  waves — often  set  off  by  sudden  emotions,  instability  and 
Qaddafi-Khomeiniesque  fanatics — it's  high  time  we  make  sure 
we  know  exactly  who  from  abroad  is  buying  just  what,  when 
and  how  much  in  and  of  the  United  States. 


FALLIBLE  HUMANS  MAKE  FOR  FALLACIOUS  FORECASTING 


[n  reading  forecasts  tied  to  percent  rates  of  this  and  that, 
111  to  keep  in  mind  that  extending  them  too  far  into  the 
i—no  matter  that  they  may  have  been  valid  for  several  years 
|is  to  presume  a  continuity  of  circumstances  that  simply 
>lds  for  any  great  length  of  time.  Remember  those  figures 
(someone  putting  $1  into  a  savings  bank  at  5%  rate  of 
>und  interest  when  Christ  was  born  now  being  worth 
|81, 270,000,000,000,000,000,000,000,000,000,000,000? 
's  a  case  in  point,  quoted  from  Virginia  Cowles'  book 
tors:  "In  1900  the  family  was  reckoned  to  be  receiving 
that  grossed  $9  million  a  year,  while  the  Estate  was 
ted  to  be  worth  $200  million  compared  to  the  $40 


million  of  only  25  years  before — 'the  most  phenomenal  growth 
ever  recorded  for  such  a  fortune.'  Burton  Hendrick,  a  contem- 
porary writer,  prophesied  that  the  Astors  would  be  worth  a 
billion  in  1920  and  $80  billion  in  2000,  and  he  called  the  Estate 
'the  world's  greatest  monument  to  unearned  increment'  or 
more  explicitly  'a  first  mortgage  on  Fate  itself.'  " 

Today  that  estate  is  worth  less  than  it  was  when  that 
prognosis  was  made. 

How  about  the  not-so-long-ago  projections  for  the  con- 
tinuing growth  of  utilities?  Of  natural  gas,  gasoline  and 
oil  consumption? 

Forecasts  that  run  way  out  are  invariably  way  off. 
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NEW  YORK'S  BEST  RESTAURANTS-1980 


★  *    *  * 

Forbes  Magazines 
Restaurant  Guide 

Chanterelle  La  Grenouille 

La  Caravelle  Le  Cygne 

A  new  one  for  Forbes  celestial  Fours — and  one  less  (see  La 
Cote  Basque  reference  below).  The  most  exciting  new  is 
Chanterelle.  Whether  it's  lobster  with  cider  and  apples  or 
bay  scallops  baked  under  pastry  in  a  combination  of  natural 
juices  and  nouvelle  vegetables  or  one  of  the  other  few  but 
superb  selections,  it  would  take  a  poet  to  do  the  homage 
due.  The  bad  news:  only  nine  tables  seating  34  people  and  a 
maximum  of  a  sitting  and  a  half.  Karen  Waltuck's  up  front 
and  husband  David's  the  chef.  She  hand-letters  the  menus 
and  the  bills  and  the  wine  list  with  the  same  extraordinary 
touch  he  brings  to  every  dish  he  touches.  The  setting,  very 
high  white  walls  topped  with  a  well-tooled  tin  ceiling,  is  on 
a  par  with  everything  else.  Worth  the  weeks  you  might 

Box  Tree  II  Monello 

*  *     *  Christ  Cella  II  Nido 

Claude's  Kitcho 

Dodin-Bouffant  La  Cote  Basque 

Awarding  three  stars  is  our  most  demanding  annual  effort.  It  is 
an  in-house  en  famille  team  because  sons  Robert,  Christopher 
and  Timothy  all  have  sufficient  sense  to  love  good  food  and — 
sometimes — enough  cents  to  help  with  the  yearlong  firsthand 
research  that  goes  into  these  annual  conclusions. 
A  couple  of  these  elite  were  near  to  being  Four  Stars.  Of  this 
year's  16,  half  are  new  to  Three. 

La  Cote  Basque — After  ten  months  under  the  dynamics  of  Le 
Lavandou  proprietor  Jean  Rachou,  La  Cote's  clientele  is  mostly 
as  new  as  the  menu.  The  old  carriage  trade  has  been  largely 
replaced  by  business  hustler-bustlers.  The  vegetables,  first 

Benihana 
Cafe  des  Artistes 
Caffe  da  Alfredo 
Le  Steak 


Lutece  The  Four  Seasons 

Parioli  Romanissimo  "21" 

have  to  wait  to  get  in. 

So  long  as  Andre  Soltner  remains  earthbound,  Lutece's  p 
can  enjoy  the  only  heavenly  food  many  will  ever  get  to 
Mme.  Masson  and  son  Charles  maintain  La  Grenouille' 
tion  among  the  supremes.  The  only  complaint  I've  heard 
lack  of  elbowroom  for  those  who've  elbowed  hard  to  ge 
few  existing  and  several  new  Italian  restaurants  are  nipj 
Parioli  Romanissimo's  heels,  but  their  bite  isn't  yei 
enough.  La  Caravelle  remains  relaxed,  refined — a  true 
classic.  Much  of  Le  Cygne's  menu  continues  unmatche< 
Four  Seasons'  poolroom  menu  and  service  are  on  a  par  wi 
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most  dramatically  elegant  setting  in  the  world's  greates  ^  t0  ^ 
"21,"  thank  goodness,  is  still  "21." 

La  Petite  Ferme  Nippon 
Le  Cirque  Shun  Lee  Palace 

Le  Lavandou  The  Quilted  Girafj  mg-peitec 


Le  Plaisir 


Vienna  '79 


Very  Special 


painstakingly  Rachou  decorated,  are  now  served  in  silver 
portions  that  look  to  be  squirted  from  a  pastry  gun.  They': 
tasty  though.  D  Nido's  another  Italian  goody  in  a  class  \ 
Monello,  understandably  so  since  they're  both  owne 
lovingly  hovered  over  by  Adi  Giovannetti.  I  went  to  Kitch 
a  friend  keenly  knowledgeable  about  Rising  Sun  food  j 
from  an  enthusiastic  stay  in  Japan.  He  ordered  all  tr 
Americanized  goodies  and  purred  like  a  kitten,  and  I  fou: 
commoner  fare  splendidly  done.  The  Quilted  Giraffe- 
nimity  for  this  delicious  nouvelle  food  addition.  Vienna 
Austria's  capital  should  have  a  few  restaurants  as  good 

Luchow's  Soho  Charcuterie        The  River  Cafe 

Mon  Hueng  Tavern-on-the-Green    Windows  on  the  VI 

Serendipity  3  The  Oyster  Bar  Zapata's 


For  the  first  time  in  years  of  painstaking  (sometimes,  literally, 
painful)  rating  of  the  world's  most  effervescent,  evanescent 
restaurant  scene,  Forbes  is  awarding  a  new  accolade — "Very 
Special."  Occasionally  we  discover  some  un-Starry  restaurants 
that  you  should  experience  for  a  very  good  reason  or  two. 
Benihana — still  the  best  show  in  town  for  those  who  like  to  see 
cooking  what  they  eat — done  with  a  flourish  that,  sadly,  lacks 
its  former  slap-and-dash  polish.  Cafe  des  Artistes — Howard 
Chandler  Christy's  luscious  murals  make  this  the  Sistine 
Chapel  for  eaters  out.  Unfortunately,  the  feast's  only  for  the 
eyes.  Caffe  da  Alfredo — This  has  long  been  one  of  the  Ten 
Commandments  for  the  Italian  aficionados.  A  great  plus — you 
bring  your  own  bottle  of  wine  so  you  can  bring  a  superior  one 
at  a  third  the  price  a  restaurant  would  charge. 
Luchow's — The  greatest  Old  World  restaurant  setting  in  the 


New  World,  complete  with  Tyrolean-clad  oompah  ban 
our  most  famed — justifiably — indoor  Christmas  tree.  Th 
management  struggles  to  improve  food  and  service,  which 
long  has  had  nowhere  to  go  but  up.  Mon  Hueng — E 
Chinatown's  every  other  door  lurks  a  restaurant,  and  this 
exceptional — it's  good.  The  Oyster  Bar — As  spectacu] 
underground  setting  as  is  Tavern-on-the-Green  above 
straightforwardly  prepared  seafood  is  as  reliably  fresh 
service.  The  River  Cafe  ( 1  Water  St.,  Brooklyn;  Tel:  522-5: 
The  food  is  getting  more  and  more  to  be  on  a  par  wii 
beguiling,  aboard-a-barge-under-the-Brooklyn-Bridge  sett 
Serendipity  3 — The  feyest  sandwich/ice  cream  feast  in 
with  chili  as  good  as  the  banana  splits.  Scrumptious  grea 
and  coffee  concoctions  served  in  stemmed  Falstaffian  1 
Soho  Charcuterie  &  Restaurant — Great  sandwiches  of  i 
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1 


'e,  top-quality  ingredients  and  desserts  that  are  a  dieter's 
ter.  Le  Steak — The  Le  is  the  mustardy  sauce  that  satu- 
the  all-lean  meat,  which  makes  it  most  genuinely  French 
;;  served  with  on-the-thin-side,  superior  pommes  frites. 
rn-on-the-Green — Thanks  to  Central  Park  which  sur- 
ds it,  here's  the  only  place  in  the  city  that  all  year  'round 
he  splendorous  magic  of  the  Great  Outdoors.  Rain  or 


snow,  the  atrium-y  indoor  rooms  are  lovely  places  to  watch 
both  fall.  Don't  beat  around  the  bushes,  though,  unless  it's  a 
mugging  rather  than  a  mugful  you  seek.  Windows  on  the 
World — The  towering  view's  the  thing — the  whole  thing,  the 
sole  thing.  An  ideal  place  for  a  fling — so  to  speak.  Zapata's — 
More  and  more  American  communities  are  blessed  with  good 
Mexican  restaurants,  but  this  is  New  York's  only. 


MOVIES 


:d  to  Kill — All  the  critics  are  discussing  director  de 
vis-a-vis  Alfred  Hitchcock  for  suspense  and,  specifically, 
"echoes"  of  Psycho  in  this  film's  similar  shower  scenes, 
lse-king  Hitchcock  is  dead.  Long  live  the  new  king,  de 
He's  even  better,  as  you'll  discover  when  you  see  what 
Vest  critic  Kenneth  Turan  dubs  this  "glorious  nightmare 
The  Empire  Strikes  Back — Many  say  this  is  better 
tar  Wars.  It  certainly  has  the  same  extraordinary  range 
eal  to  the  sophomore  in  us  all.  In  time,  even  these 
y  far-out,  spaced-out  movies  will  begin  to  dull.  Not  this 
though.  The  Final  Countdown — If  only  our  carrier 
actually  operated  with  the  pristine  efficiency,  elan  and 
m  ing-perfect  equipment  that  the  aircraft  carrier  Nimitz 
iroughout  this  movie,  we  could  breathe  far  easier  about 
ilvfflate  of  our  defense.  Unfortunately,  the  realities  are  as 
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S  TOO  BAD  .IRRESISTIBLE  FOOD 

always  goes  to  waist. 


remote  from  that  as  this  film's  plot  is  silly.  Too  bad,  because  if 
enough  millions  saw  it,  maybe  the  Navy  would  get  the  support 
required  to  be  in  such  splendid  shape.  My  Bodyguard — This 
happy  tale  of  high  school  bullies  who  lose,  win  again  and  finally 
lose  with  finality  is  rated  "Parental  Guidance  Suggested." 
Actually,  teeners  should  take  their  parents  so  they  can  get 
some  guidance  on  a  problem  that  they  can't  much  help  but 
usually  manage  to  complicate  for  their  young.  Ordinary  Peo- 
ple— There's  nothing  more  ordinary  than  this  wealthy  pair 
suffering  incompatibility.  The  end's  enigmatic,  and  I  don't 
understand  what  all  the  critical  excitement's  about.  The 
Stuntman — Between  high  suspense  and  high  humor  in  this 
movie  of  making  a  movie,  viewers  don't  know  where  one 
begins  or  one  lets  off,  but  it  unreels  with  breathless  delight  for 
young  and  old. 

A  RESTAURANT  THAT  WON'T 

accept  a  credit  card  has  to  be  really  good — or  awful. 


By  M.S.  Forbes  Jr. 


en«  Whatever  yardstick  one  uses,  the 
deral  Reserve's  performance  the 
5t  year  (not  to  mention  the  past 
>  cade)  has  been  a  failure.  The  prob- 
lf  n  is  not  the  Fed  doing  too  little,  but 
ing  to  do  too  much, 
chairman  Paul  Volcker  rightly  em- 
asizes  that  the  central  bank  alone 
I't  cure  our  economic  problems,  but 
and  his  colleagues  haven't  taken 
■    it  truth  to  heart. 

etoric  to  the  contrary,  the  Fed 
1  behaves  as  if  it  can  simultaneous- 
d  precisely  control  interest  rates, 
e-tune  money  supply,  curb  infla- 
•n,  stabilize  financial  markets,  pre- 
e  the  external  value  of  the  dollar, 
p  finance  the  federal  deficit,  fore- 
future  economic  activity. 
!!•  Bluntly  put,  the  Fed  is  guilty  of  bu- 
mcratic  hubris.  Just  give  us  more 
wers,  more  perfect  information,  it 
/s,  and  we'll  do  the  job  better. 
;  iat's  why  the  recent  Monetary  Con- 
jf  1  Act  increased  the  number  of 
aks  filing  weekly  reports  to  the  Fed 
m  5,000  to  more  than  15,000,  and 

nil 


THE  FLOUNDERING  FED 

greatly  increased  the  Fed's  sway  over 
the  U.S.  banking  system. 

The  stumbling  block,  though,  is  not 
insufficient  authority  or  inadequate  in- 
formation. The  problem  is  that  the 
Fed — and  most  of  its  critics — don't 
recognize  the  limitations  of  the  central 
bank  in  fine-tuning  economic  activity. 

Take  interest  rates.  Expensive 
money  will  eventually  cool  down  eco- 
nomic activity.  Cheap  money  will 
stimulate  it.  But  how  expensive?  How 
cheap?  And  how  long  will  it  take  for 
the  changes  to  have  their  effect?  The 
Federal  Reserve  never  could  get  the 
answers  right,  as  its  efforts  to  guide 
the  economy  by  jiggling  interest  rates 
made  perfectly  clear. 

Money  supply?  What  measure  do 
you  use?  The  continuing  revolution  in 
financial  markets  makes  an  updated 
measure  of  money  obsolete  almost  as 
soon  as  it  is  created.  More  to  the 
point,  there  is  no  precise  relationship 
between  money  supply  and  inflation. 
There  is  also  no  fixed  time  lapse  be- 
tween a  change  in  a  given  measure  of 
money  and  a  change  in  inflation. 

Finally,  the  monetarists  ignore  de- 


mand for  credit.  The  unexpected 
surge  in  credit  demand  since  August 
is  why  interest  rates  have  zoomed, 
catching  the  Fed  (and  most  everyone 
else)  by  surprise. 

Yet  our  central  bank,  each  and  ev- 
ery day,  is  active  in  the  debt  mar- 
kets— buying  and  selling  bonds — to 
regulate  interest  rates,  to  get  those 
money  supply  figures  back  in  line,  to 
help  the  dollar  overseas,  to  ease  the 
Treasury's  financing  tasks. 

What  should  the  central  bank  do? 
Raise  the  discount  rate  (currently 
12%,  which  has  the  effect  of  subsidiz- 
ing credit  expansion)  above  market 
rates  (around  18%).  If  market  rates 
subsequently  exceed  the  discount 
rate,  then  and  only  then  should  the 
Fed  face  the  question  of  whether  to 
pour  more  credit  into  the  banking  sys- 
tem or  to  raise  the  discount  rate  an- 
other notch.  The  Fed  should  cease  its 
everyday  buying  and  selling  of  securi- 
ties. It  need  engage  in  such  activities 
no  more  than  once  a  month. 

Is  that  it?  Indeed,  it  just  about  is. 
The  rest  is  up  to  Congress  and  the 
President. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


On  the  Rocks 

[Credit  controls  were]  surely  a  failure. 
Taking  them  off  is  sort  of  understand- 
able. But  the  reaction  was  extraordinary. 
It  was  a  little  bit  like  what  John  Jacob 
Astor  is  said  to  have  said  when  the  Ti- 
tanic hit  the  iceberg.  He  was  in  the  bar, 
and  he  supposedly  said,  "You  know,  I 
asked  for  ice,  but  this  is  ridiculous." 

— Alfred  Kahn,  former  chairman, 
Council  on  Wage  &  Price  Stability 

Jobless  Ronnie  Won't  Forget 

A  friend  at  the  election  night  dinner 
party  given  for  the  Reagans  and  their 
intimate  friends  by  Mr.  and  Mrs.  Jorgen- 
sen,  said,  "When  the  results  were  obvi- 
ous, Ronnie  turned  to  all  of  us  and  said, 
'You  were  all  so  good  to  me  when  I  was 
unemployed,  and  I'm  not  going  to  change 
a  bit  now  that  I've  got  a  job.'  " 

— Enid  Nemy, 
New  York  Times 

Endangered  Species 

Fewer  students  want  to  enter  universi- 
ty medicine.  They  are  well  aware  of  pub- 
lic and  legislative  pressure  for  medical 
students  to  produce  "real  doctors  who 
take  care  of  people,"  rather  than  scien- 
tists who  spend  much  of  their  time  in 
the  laboratory  and  who  see  patients  rela- 
tively infrequently.  .  .  .  Arthur  Gottlieb, 
professor  and  chairman  of  microbiology 
and  immunology  at  Tulane,  expressed  it 
very  well:  "Our  national  concern  for 
practical  or  what  we  call  'useful'  results 
has  caused  us  to  lose  sight  of  some  of  our 
most  capable  scientists  and  their  stu- 


dents, so  that  we  are  now  in  danger  of 
losing  an  entire  generation  of  scientific 
talent.  ...  If  federal  policy  had  intended 
to  destroy  the  research  capabilities  of 
many  of  the  nation's  medical  schools,  it 
could  not  be  doing  a  better  job  of  it." 

— Dr.  Marianne  J.  Legato, 
associate  professor, 
College  of  Physicians  and  Surgeons, 
Columbia  University 

The  Current  Force 

Military  personnel  needs  must  com- 
mand the  first  budget  priority.  Then  for 
the  first  few  years,  the  vast  majority  of 
the  increment  should  be  spent  on  im- 
proving the  readiness  and  sustainability 
of  the  current  force. 

— Former  Secretary  of  Defense 
Melvin  Laird,  Washington  Post 

"Adult"  Games 

A  game's  age  range,  listed  on  the  box, 
is  at  best  a  vague  guide  to  who  would 
have  fun  playing  the  game.  Some  games 
recommended  for  adults  would  quickly 
bore  any  adult  with  an  I.Q.  that's  higher 
than  room  temperature. 

— Consumer  Reports 

Less  Looks  Like  More 

I  do  not  now  recall  who  passed  along 
this  hint  on  how  to  paint  the  lines 
around  the  parking  spaces:  Make  each 
space  a  foot  wider  than  it  need  be — ten 
feet,  say,  instead  of  nine — when  the  cen- 
ter first  opens  and  business  is  slow.  By 
this  single  stroke  the  developer  achieves 


'What  would  you  suggest  for  a  party  of  four  that  would  like  to  get 
out  of  here  for  under  a  hundred,  including  tip!" 


a  couple  of  important  objectives, 
pearance  of  a  popular  center  and 
sion  of  easy  parking,  and  no  a 
really  notice  when  business  picks 
the  spaces  shrink. 

— Joan  Didion,  The  White 


If  the  auto  industry  had 
what  the  computer  ina 
has  done  in  the  last  30  t 
a  Rolls-Royce  would 
$2.50  and  get  2,000,000 
to  the  gallon. 

— Computerworld 


A  Dead  Taste 

In  life  the  truffle  pig  rarely  get 
the  fungus  for  which  she  lusts; 
there's  a  clout  on  the  snout  and  a 
the  rump  to  make  sure  the  tr 
dropped  unmolested,  and  a  har 
corn  by  way  of  consolation.  But  ii 
the  pig  and  her  prey  are  finally- 
really— united.  The  favorite  way 
pare  a  good,  plurnp  pork  roast  ir 
west  France  is  stuffed  with  truffh 


Aliceland 

A  federal  education  unit  failed  tc 
on  $20  million's  worth  of  loans  to 
studying  in  the  U.S.  Reason:  It 
cabinets  in  which  to  file  its  recorc 
— U.S.  News  &)  World 


Er ma  Bombeck's  Brief) 

The  man  sittmg  next  to  me  am 
had  our  attache  cases.  Out  of  the 
of  my  eyes,  I  surveyed  his.  Two 
pens,  airline  ticket,  scratch  tablet 
lator,  price  cost  notebook,  clea 
neatly  folded,  socks,  change  of 
wear,  toiletries  bag  and  a  copy  of  I 

I  opened  my  attache  case.  Thre 
bars,  five  curlers,  a  pen  without 
bread  dough  brooch,  two  unmai 
ters,  a  stack  of  notebook  paper,  2 
novel  that  could  only  be  read  w 
cover  folded  back.  When  I  left  the 
inadvertently  left  my  attache  ca 
man  said  to  me,  "Better  be 
Someone  will  steal  it."  I  figured  r 
be  like  stealing  Bette  Midler's  lug 
would  serve  them  right. 

— Erma  Bombeck,  The  Ore 

Intercourse 

Emerald  Cunard  never  bothered 
ner  parties]  to  have  equal  numbers 
and  women  because  "I  invite  my 
for  conversation,  not  for  mating." 
—The  Windsor  Story,  by  J.  B 
and  Charles  J.V.  V 
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an  you  look  this  man  straight  in  the  eye 
d  honestly  say  you  deserve  Crown  Royal? 


fliere  are  billions  of  barrels 
of  oil  in  the  Rockies. 


C.  J.  Waidelich,  President, 
Cities  Service  Company 
Tulsa,  Oklahoma 


r 


And  Cities  Service  technology 

is  on  top  of  id9 


I 


4  J 


it 
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We're  in  one  of  the  most  rugged 
areas  of  the  Rockies.  The  Overthrust 
Belt.  Here,  as  you  can  see,  great 
plates  of  rock,  some  of  them  four 
miles  thick,  are  thrust  up  over  each 
other  like  toppled  dominoes. 

It's  an  oil  company  geologist's 
nightmare.  And,  even  though  for 
50  years  no  one  could  find  oil  here, 
we  believed  in  the  area  enough 
to  lease  over  800,000  acres. 

Now  Cities  Service  is  using  the 
latest  technology  to  find  some  of 
the  oil  and  gas  hidden  in  the  Over- 
thrust  Belt.  We're  using  computer- 
enhanced  seismic  readouts  to  sort 
out  the  geological  jumbles.  We've 
developed  deeper  drilling  tech- 
niques. We're  even  using  satellites. 

How  important  is  this  effort?  The 
United  States  Geological  Survey 
estimates  there  may  be  7.5  billion 
barrels  of  oil  and  30.5  trillion  cubic 
feet  of  natural  gas  in  the  Idaho, 
Wyoming  and  Utah  part  of  the 
Overthrust  Belt  alone.  That's  more 
than  the  United  States  imports  or 
produces  in  two  years.  And  what 
we  learn  here  through  advanced 
technology,  combined  with  neces- 
sary capital  investment,  could  help 
open  up  other  previously  unproduc- 
tive areas  of  our  country. 

So  what  we  find  under  the 
Overthrust  Belt  could  help  ease 
our  dependence  on  what's  under 
the  Persian  Gulf. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
part  of  the  solution. 


EFFICIENT 
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Many  erf  the  nation  s  largest 
companies  have  decided  to  buy  o 
tease  their  telephone  systems  inst 
of  continuing  with  the  recurring  re 
alternative.  The  right  combination 
size,  features  and  capacity  was  a 
primary  concern  for  them 
Dynamics  Communications 
identified  and  analyzed  their 
communications  requirements 
can  do  the  same  for  you  Weak  pe- 
rn your  system  will  be  eliminated 
cost-cutting  opportunities  and 
efficiencies  will  be  designed  in  Oi\ 
program  will  provide  savings 
recommendations  to  your  present  I 
rental  alternative 

Our  FOCUS   systems  — 
Executive  and  Senator  —  are  prou 
to  be  the  solution  for  a  variety  of 
businesses  These  economical  and 
compact  systems  offer  the  flexibili 
stored  program  control  and  advan 
capabilities.  They  include  cost-say 
features  like  Uniform  Call  Distribufl 
Automatic  Route  Selection  and 
Message  Accounting  packages 
tailored  to  your  specific  business  n 

Contact  General  Dynamics 
Communications  Company  We 
you  focus  on  the  most  efficient 
solution  for  your  business 
communications. 

Call  toH  tree:  800-821  7700  Ext  : 

fin  Missouri  call  800-892-7655  E; 

Or  write  our  headquarters: 

12101  Woodcrest  Executive  Drive 

St  Louis.  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

Well  make  your 
business  telephones 
pay  dividends. 


FOCUS  is  a  registered  tra 
of  American  Telecom.  Inc 
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jood  news:  Castro's  team  is  taking  a  beating  in  the  Caribbean. 
\bad  news  is  that  keeping  him  on  the  run  means  huge  U.S. 
tfment,  public  and  private,  to  help  the  struggling  islands  survive. 


Help! 


By  Jerry  Flint 


Iere's  a  problem  with  scholar- 
lips  to  Havana  U.  "In  every  field, 
Iren  if  they  study  goats,  they  have 
1  Marxism-Leninism,"  says  Euge- 
Jrles,  the  new  prime  minister  of 
jca,  a  dot  in  the  Caribbean  mid- 
|ween  Puerto  Rico  and  Venezuela, 
says,  no  new  scholarships  for  her 
|o  study  in  Cuba,  thank  you. 
re  examining  [Cuban]  technical 
Ice    programs,"    says  Edward 
le  new  prime  minister  of  famai- 
a  touch  of  ice  in  his  voice.  The 
|)uilding  program  and  the  hospital 
says,  were  masks  for  Cuban  sub- 
"They  will  be  reassessed,"  he 
Id  it  is  understood  that  before  too 
^y'll  be  gone. 

)ut  benefit  of  the  U.S.  Marines, 
>le  of  the  Caribbean  seem  to  be 
;  themselves  from  Castro's  totali- 

[mbrace  in  the  sunny  isles  that 
from  Florida  almost  2,000  miles 

to  Venezuela.   In   the  past  12 

I  voters  in  St.  Vincent,  St.  Kitts  & 
id  Dominica  have  ousted  leftists 

firmed  moderate  regimes.  The 
)f  those  tiny  islands  aren't  well 
but  the  trend  was  confirmed  in 

In  elections  last  month  when 

Reposed  a  Castro-supported  re- 
ldeed,  the  Cuban  dictator's  last 

I in  the  eastern  Caribbean,  the  last 

|»n  what  was  once  a  most  promis- 
%  is  Grenada,  a  not  enormously 

int  island  off  Venezuela  with  a 

ion  of  only  110,000. 


Jamaica  's  Prime  Minister  Edward  Seai>a 
Leftists  left  his  treasury  empty. 

Don't  credit  the  brilliance  of  American 
diplomacy.  Local  issues,  the  abject  fail- 
ure of  socialism  in  the  islands  and  the 
spectacle  of  tens  of  thousands  of  refugees 
fleeing  Cuba  have  all  hurt  the  Marxist 
cause.  "Our  policies  didn't  have  any- 
thing to  do  with  it.  We  lucked  out,"  says 
Peter  Johnson,  a  former  State  Depart- 
ment official  and  now  director  of  Carib- 
bean/Central American  Action,  a  private 
group  with  U.S.  government  support 
aiming  to  lure  private  American  invest- 
ment into  the  area.  Leading  politicians 
and  businessmen  from  across  the  Carib- 
bean flocked  to  the  organization's  meet- 
ing in  Miami  late  last  month  to  bid  for 
such  American  business. 

With  a  couple  dozen  island-states  or 


territories  and  30  million  or  so  people, 
the  islands  can't  be  tied  into  one  neat 
package.  There's  Cuba,  for  example,  the 
largest  island,  just  south  of  Florida,  Span- 
ish-speaking, Communist-run,  of  course, 
with  10  million  population.  Below  Cuba 
on  the  map  is  English-speaking  Jamaica, 
with  2  million  population.  To  the  east, 
toward  the  Atlantic  is  Hispaniola,  divid- 
ed into  two  nations  of  5  million  each,  the 
Dominican  Republic  and  French-speak- 
ing Haiti.  There's  Puerto  Rico,  and 
south,  off  the  coast  of  Venezuela,  there's 
Trinidad,  which,  alone  among  the  is- 
lands, has  oil.  Scattered  between  are 
smaller  island-states,  some  with  such  fa- 
miliar names  as  the  Bahamas  and  Barba- 
dos, and  many  with  names  few  have 
heard,  like  the  Cayman  islands,  Antigua, 
St.  Vincent,  Turks  and  Caicos  islands. 

Nearly  all  these  islands  share  stagger- 
ing economic  problems  and  teeming 
overpopulation.  The  climbing  price  of  oil 
sucks  money  from  the  Caribbean.  The 
population  is  young  and  growing,  skills 
are  scarce,  unemployment  runs  from 
15%  to  50%,  technology  is  thin  and 
transportation  is  frequently  primitive. 
On  top  of  that,  the  Caribbean  depends  on 
foreign  imports,  from  food  to  industrial 
goods,  to  survive.  Then  there's  always  a 
hurricane  that  sweeps  through  every 
now  and  then  to  wipe  out  a  year's  work. 

The  most  immediate  financial  disaster ' 
area  may  be  Jamaica.  The  new  prime 
minister  says  the  left-wingers  left  the 
island  almost  bankrupt.  He  says  he  must 
reschedule  $1  billion  of  debt  over  ten 
years  with  a  three-year  moratorium  on 
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Frustrated  kingmaker  Fidel  Castro  of  Cuba 
A  great  chance  to  roll  him  back. 

payments.  Even  then,  and  even  with  a 
hoped-for  pickup  in  business  and  tour- 
ism, he  says  he'll  need  $250  million  more 
a  year  for  each  of  the  three  years  to  get 
the  island  back  on  its  feet.  A  special  $40 
million  American  aid  bill  is  working  its 
way  through  Congress,  and  the  Interna- 
tional Monetary  Fund  is  putting  together 
a  major  aid  package. 

But  American  knowhow  also  is  need- 
ed. Mervyn  Assam,  for  example,  who 
runs  Central  Soya  of  Trinidad — the  is- 
land produces  80  million  pounds  of  poul- 
try annually — complains  that  poultry  ex- 
ports dropped  40%  this  year  because  a 
heat  wave  in  the  U.S.  cut  down  the  sup- 
ply of  American  breeder  eggs.  "We  need 
to  start  a  breeder  industry,  but  we  need 
help.  We  know  pullets,  we  know  broilers, 
but  breeders  are  a  different  kettle  of 
fish."  That's  the  type  of  American  aid  he 
thinks  would  help. 

Agriculture  in  these  generally  hungry 
islands  isn't  what  it  should  be.  An 
American  government  study  found  a 
dozen  big  problems,  including  lack  of 
skills  and  training,  local  disincentives 
such  as  price  and  export  controls  and  too 
much  unused  land. 

There  are  complaints  about  U.S.  trade 
restrictions,  the  strangest  of  which 
comes  from  the  Cayman  islands,  a  Brit- 
ish territory  south  of  Cuba  and  the 
home — or  mail  drop — of  327  banks.  Un- 
employment is  no  problem  and  there 
was  only  one  export,  turtles.  "We  don't 
need  aid,  we  don't  want  development," 
sighed  an  islander,  "but  Uncle  Sam  finds 
a  way  to  get  us.  It's  the  bloody  turtle 
farm."  Cayman  turtles,  raised  in  captiv- 
ity, were  sold  to  the  U.S.  for  soup,  meat, 
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the  oil  used  for  cosmetics,  the  shells  for 
jewelry,  the  leather  for  handbags,  the 
bone  tor  fish  meal.  Alas,  the  U.S.  killed 
the  business  by  calling  the  turtles  an 
endangered  species.  He  laments:  "We've 
got  70,000  to  80,000  turtle;  and  we're 
letting  them  go." 

A  more  serious  problem  is  Haiti,  the 
poorest 'state  in  the  area.  The  per-capita 
gross  domestic  product  is  only  $271, 
compared  to  $1,940  in  Barbados  and 
$3,403  in  Trinidad  and  Tobago.  Poverty 
and  intensifying  political  oppression  put 
hundreds  into  boats  every  week.  Thou- 
sands are  in  Florida,  where  the  governor 
says  50,000  to  60,000  arrived  in  the  past 
two  years.  One  American  official  talks 
about  "a  million  people"  trying  to  flee 
Haiti  if  there's  no  change. 

America  in  1980  is  far  more  skeptical 
about  foreign  aid  than  America  in  i960. 
We  are  no  longer  willing  to  help  people 
who  won't  or  can't  help  themselves.  But 
the  people  of  many  Caribbean  islands 
have  helped  themselves  by  rejecting  Cas- 
troism and  Marxism.  All  this  presents 
the  incoming  Reagan  Administration 
with  a  terrible  dilemma:  At  a  time  when 
it  will  be  toothcombing  the  budget  for 


ways  to  save  money,  it  will  be 
tremendous  pressure  to  help  our 
in  the  Caribbean.  More  private 
ment,  of  course,  could  be  even  n 
fective  in  creating  jobs. 

Not  so  much  hat-in-hand  as  in 
of  mutual  self-interest,  the  new, 
ate  Caribbean  leaders  are  looking 
aid  Reagan  for  money,  sympathy, 
and  for  patience.  This  year  the  U 
eminent  is  giving  about  $150  mi 
Caribbean  states  in  various  a 
grams.  There  will  be  requests  fo 
much  more,  and  nailing  down  thej 
setback  will  be  one  of  the  reaa 
support.  "The  Cubans  will  swj 
long-term  infiltration,"  says  Ja| 
Seaga,  and  leftists  seem  to  have  p| 
money,     says     Dominica's  I 
Charles. 

Aware  of  all  this,  Peter  Johnson 
U.S.  business  organization  asks; 
wait  until  it  teeters  on  the  brink  i 
ter  again?" 

In  a  tone  combining  desperatic 
hope,  Jamaica's  Edward  Seaga  dil 
"Never  has  there  been  an  instanci 
all  the  pieces  fit  into  one  as  now. 
a  glorious  opportunity. "  ■ 


A  liberal  Democrat  and  Carter  appoh 
speaks  out  in  favor  of  a  new,  yet  old,  solu 
to  the  illegal-alien  dilemma. 


Bring  back 
braceros 


By  Tbni  Mack 


Leonel  Castillo's  grandfather, 
Cayetano  Castillo,  walked  across 
the  U.S. -Mexico  border  into 
Brownsville,  Tex.  in  1880.  But  instead  of 
a  border  patrol  in  hot  pursuit,  he  met  a 
welcome  to  America.  "We  really  wanted 
the  workers  in  those  days,"  says  his 
grandson,  who  was  Commissioner  of  Im- 
migration &  Naturalization  in  the  Carter 
Administration.  "So  he  just  paid  his  50 
cents  and  that  made  him  a  citizen,  eligi- 
ble to  vote  and  everything." 

As  Castillo  well  knows,  the  U.S.  doesn't 
welcome  workers  from  Mexico  anymore, 
although  it  still  wants  and  needs  them.  He 
spent  close  to  three  frustrating  years  in  t  he 


Carter  Administration,  whose  pol 
to  keep  a  tight  lid  on  admitting  \ 
workers  while  watching  hundreds 
sands  of  "illegal  aliens"  stream  aci 
southern  border — and  at  the  sanj 
pursuing  the  fiction  that  we  were  t 
keep  such  "undocumented  w 
away  from  jobs  that  U.S.  citizer 
aching  to  have. 

But  things  will  be  different  in  t 
gan  Administration,  says  Castill 
is  now  president  of  the  privately 
Immigrant  Aid  Society  of  Americ 
tillo  believes  that  Republicans  wj 
for  official  temporary  worker  pr| 
so  that  workers  can  stay  in  the  ' 
periods  of  six  months  to  a  year,; 
jobs  that  U.S.  citizens  can't  or  wc 
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Castillo,  former  C  ommissioner  of  Immigration  &  Naturalization  in  the  Carter  Administration 

we  have  a  powerful  neighbor  who  has  many  ways  to  make  complaints  if  it feels  its  people  arent  treated  properly." 


example  of  such  a  program  was 
ited  to  the  White  House,  the  State 
tment  and  Mexican  President  lose 
-Portillo  this  month.  Texas  Repub- 
Governor  William  P.  Clements  Jr., 
/iser  on  Reagan's  transition  team,  is 
r  of  the  plan.  Agreed  upon  by  gover- 
)f  the  ten  border  states — Texas,  New 
;o,  Arizona,  California,  Baia  Califor- 
orte,  Sonora,  Chihuahua,  Coahuila, 

0  Leon  and  Tamauhpas — it  suggests 
lexican  workers  be  allowed  into  the 
for  up  to  nine  months.  Program 
listrators  will  cite  regions  of  need, 
ie  worker  may  work  wherever  he 
s,  for  whoever  will  hire  him  for  at 
ninimum  wages. 

he  advantage  for  the  worker  and 
j  for  our  system  is  that  he  will  have 

the  protection  of  the  law,  rather 
iDeing  a  fugitive.  The  details  of  the 
ivould  have  to  be  negotiated  be- 

1  the  two  governments.  But  it's 
the  worker  will  have  to  report  to 

leal  Immigration  &  Naturalization 
le  office  when  he  finds  a  )ob  so  the 
jan  keep  tabs  on  him  and  his  em- 
f.  Workers — perhaps  20,000  mitial- 
ld  employers  will  pay  into  a  fund 
;dical,  hospital  and  unemployment 
ince. 

■  end  of  the  illegal  alien  problem? 
ut  a  partial  solution,  a  way  of  deal- 
'ith  reality.  It  is  ironic  that  the 
s  who  supported  the  Carter  Admin- 
on — minorities,  labor,  liberals — al- 
!  opposed  such  limited  programs, 
cried  either  for  politically  unpopu- 
load-scale  legalization  of  undocu- 
\id  workers  or  for  rigidly  enforced 
bion  of  them.  "Reagan's  main  sup- 


port didn't  come  from  those  groups," 
says  Castillo,  41,  a  Democrat  who  was 
elected  controller  of  Houston  in  1971. 
"He  had  a  lot  of  business  support,  and  I 
think  the  Republicans  will  approach  the 
problem  on  a  primarily  economic  basis." 

What's  economic  about  temporary 
workers?  "They're  more  productive, 
harder  workers,  because  they're  hun- 
grier. And  they  don't  demand  as  much  in 
terms  of  benefits,"  replies  Castillo. 

Saying  that  hungry  people  are  more 
grateful  for  the  work — even  if  true — may 
not  be  politically  palatable  to  some.  It 
brings  up  too  many  memories  of  the 
bracero  program  that  brought  Mexican 
labor  into  U.S.  farms  and  ranches  start- 
ing in  1941  when  a  wartime  America 
needed  its  own  able-bodied  men  else- 
where. The  bracero  program  [fwacero 
means  manual  laborer  in  Spanish)  lasted 
23  years,  though  unregulated  in  some 
years.  At  its  late  1950s  peak  it  brought  in 
over  400,000  Mexican  workers,  who 
could  take  only  seasonal  agricultural  jobs 
on  contract  to  specific  employers. 

Though  Mexico  and  the  U.S.  had 
agreed  on  a  bill  of  rights  for  the  braceros , 
they  were  in  effect  without  protection 
from  employers  who  chose  to  mistreat 
them.  "Some  employers  would  make 
them  sleep  outside  or  make  them  work 
16  hours  a  day  and  then  not  pay  them," 
says  Castillo.  "No  toilets,  no  medical 
care,  kickbacks — just  all  sorts  of  stuff." 
The  INS  was  hard  pressed  to  monitor 
treatment  of  braceros  on  remote  farms, 
and  if  the  workers  complained  they 
could  be  shipped  back  to  Mexico  and 
replaced  with  new  braceros.  The  memo- 
ries are  bitter,  and  present-day  politi- 


cians are  alarmed  at  the  word. 

When  Forbes  called  Governor  Cle- 
ments to  inquire  about  the  border  confer- 
ence's new  bracero  program,  there  was  a 
panicked  response:  "It's  not  a  bracero 
program,"  cried  a  spokesperson.  "It'snot 
a  temporary  worker  program — don't  call 
it  that.  It's  avisiting  worker  program." 

Whatever  it's  called,  it  makes  sense. 
The  hundreds  of  thousands  of  Mexican 
workers  flowing  annually  into  jobs  in 
south  Texas,  Los  Angeles  or  Chicago  are 
testimony  to  a  U.S.  need.  Mexico,  while 
it  keeps  a  discreet  silence,  is  happy  to  see 
its  people  employed  north  of  the  border 
rather  than  discontented  south  of  it.  A 
new  program  would  provide  the  worker 
legal  status  and  some  protection.  Also, 
times  have  changed.  "Now  we  have  a 
powerful  neighbor,"  Castillo  notes  drily, 
"who  has  many  ways  to  make  com- 
plaints if  it  feels  its  people  aren't  treated 
properly."  That  means  oil,  brother. 

Can  a  new  program  pass  the  U.S. 
Congress?  Castillo  thinks  a  new 
law  isn't  even  necessary.  U.S.  im- 
migration law  already  provides  for  tem- 
porary workers  under  its  H-2  category, 
he  explains.  Depending  on  the  attitude  of 
an  Administration  and  its  Secretary  of 
Labor,  "that  law  has  no  limit — you  could 
bring  in  100,000  people  through  it." 

Castillo,  a  leading  Mexican-American 
politician,  was  always  a  champion  of  the 
rights  of  illegal  aliens.  Why  does  he  favor 
a  born-again  bracero  program?  "Because 
the  old  bracero  program  never  really 
stopped,"  he  says,  his  dark  features  turn- 
ing serious.  "It  simply  went  into  an  in- 
formal, unofficial  status  that  was  cruel 
and  exploitative."  ■ 
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Coca-Cola  is  moving  fast  with  a  new  leader 
and  a  vigorous  new  growth  philosophy. 


Coke's 
cultural  revolution 


By  Maurice  Barnfather 


W 


ERE      GOING      TO  TAKE 

risks,"  says  Roberto  C. 
Goizueta,  president  and 
chief  executive  officer-designate  of 
The  Coca-Cola  Co.  "I  need  leaders 
at  Coca-Cola,  not  managers.  Then 
we  can  be  not  only  productive,  but 
bright  .  .  .  entrepreneurial." 

If  that  happens,  $5  billion  (sales) 
Coca-Cola  will  be  taking  a  very 
different  approach  by  the  time  49- 
year-old,  Cuban-born  Goizueta  is 
ready  to  step  down. 

Indeed  Goizueta,  who  next 
March  succeeds  65-year-old  J.  Paul 
Austin  as  chairman  and  CEO,  is 
changing  Coke  already.  Last 
month  he  pledged  $200  million  to 
buy  The  Coca-Cola  Bottling  Co.  of 
New  York,  Inc.,  Coke's  largest  do- 
mestic bottling  company,  $488 
million  (sales).  "We'll  go  the  whole 
mile  to  support  our  bottlers,"  says 
Goizueta.  "Coke  New  York  was 
vulnerable  to  an  unfriendly  take- 
over, so  we  put  our  money  where 
our  mouth  is." 

He's  also  made  perhaps  the  most 
important  decision  in  the  94-year 
history  of  the  product.  That  was 
allowing  its  bottlers  to  substitute 
high-fructose  com  based  syrup  for 
sucrose  last  January 

Says  Goizueta:  "Our  bottlers  are  abso- 
lutely delighted."  So  they  should  be. 
Fructose  is  roughly  40%  cheaper  than 
sugar,  and  Coke  uses  15%  of  the  20  bil- 
lion pounds  consumed  every  year  in  the 
U.S.  Goizueta,  naturally,  wants  some- 
thing in  return.  "It  gives  the  bottlers  a 
nice  edge,  which  I  hope  they  will  use  to 
promote  the  product,"  he  says  in  a  de- 
manding sort  of  voice. 

But  stepped-up  promotion  is  only  part 
of  the  answer,  as  Goizueta  sees  it.  "With 
the  exception  of  putting  out  a  fire  here 
and  there  I'm  devoting  90%  of  my  time 
to  strategic  planning,"  he  says.  The  clear 
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Coca-(j)/a  /'resident  Roberto  C.  Goizueta 
"We  put  our  money  where  our  mouth  is." 

implication  is  that  Coke  is  looking  hard 
for  acquisitions.  Will  he  buy  big  and  will 
the  spending  be  in  the  U.S.?  After  all, 
with  long-term  debt  only  1 .5%  of  capital, 
he  has  plenty  of  dry  powder. 

"You  can  buy  a  huge  one  or  a  cluster  of 
little  ones,  all  of  them  meshing  together. 
I  am  not  decided,"  he  says,  looking  away 
with  a  broad  grin  that  suggests  he  is. 
Goizueta  lets  slip  that  he's  looking  to 
buy  in  the  U.S.  But  which  industries 
make  Goizueta  reach  for  his  calculator? 
"Our  expertise  is  in  dealing  with  the 
consumer,  in  either  packaged  goods  or 
services,"  he  says. 

But  not  fast  food.  "We  will  not  com- 


JttUUUi: 
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pete  with  our  customers,  which  ir 
the  fast-food  people  and  their  fov 
business,"  states  Goizueta,  aiiriL 
swipe  at  rival  PepsiCo  and  its  ailir 
za  Hut  restaurant  chain. 

Goizueta  is  not  altogether  c< 
with  Coke's  existing  businesses  i 
Coffee,  for  instance,  where  Coke  i 
Butter-Nut  and  Maryland  Club, 
safe  from  Goizueta's  axe.  Even  t 
coffee  is  profitable,  it  hasn't  been 
lating.  "It  provides  $400  million  | 
which  helps  with  the  overheads,  bu 
not  growing,"  he  observes. 

Legend  bas  it  that  what  carnci 
zueta  his  spurs,  over  five  othej 
chairmen  jostling  for  Austin's  io 
the  fructose  decision — conceivec 
implemented  by  him. 

"The  truth  is  that  I've  been  invol 
every  major  decision  since  1964," 
Goizueta,  obviously  enjoying 
ulation  over  why  he  emerg 
top  of  the  pile.  "I  had  broader 
rience  than  any  of  the  so- 
contenders.  I  also  worked 
closely  with  the  top  people." 

He  means  Austin  and  911 
old  Robert  W.  Woodruff,  still 
rector,  having  been  elected 
dent  of  Coca-Cola  four  years 
his  father  bought  the  compa 
1919.  "As  you  know,  those 
tacts  are  important,"  Goi 
says  with  a  wry  smile. 

If  Austin's  mission  whe 
took  over  as  CEO  in  1966  v 
put  Coke  in  every  little  con 
the  world,  Goizueta's  is  clea 
diversify  its  product  base.  Bu 
well  aware  how  conservati* 
Coca-Cola  company  is — a  a 
vatism  in  inverse  proportion 
flashy  product  it  sells.  Even  t 
ecutive  suite  at  Coke's  tov( 
Atlanta  headquarters,  open* 
1979,  is  a  tasteful  reproductic 
fine  Georgian  mansion,  right 
to  the  swirling  staircase  and 
wooden  wall  panels.  Says 
zueta:  "In  my  vision,  Coca 
will  need  a  cultural  c. 
throughout  the  organization.' 
Some  things,  of  course,  will 

  the  same.  "Coca-Cola  has 

been  a  soft-drink  company  and  will 
cally  remain  so,"  he  says.  That's 
expected  when  you  supply  35%  0 
u  i  ii  Id's  2 1  billion  gallons  of  soft  dri 
year  under  such  names  as  TAB,  S 
Fanta  and  Hi-C.  It's  even  more  d 
standable  when  net  profits  have 
throughout  this  decade  by  over  1 
year,  to  reach  $420  million  in  1979 
handsome  23%  return  on  equity. 

But  that  earnings  growth  rate  do 
look  so  dazzling  to  Goizueta  when 
tion  is  running  at  127o.  So  he  ha$ 
Coke  operations  serving  more  thai 
countries  that  earnings  must  gn>  » 
more  than  the  local  rate  of  inflatioi  F"5^ 71 
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e  growth  in  the  local  soft-drink 
t.  So  if  U.S.  inflation  is  12%  and 
ft-drink  market  is  up  4%,  Coca- 
arnings  must  rise  at  least  16%,  or 
will  roll.  "I  feel  rather  comfortable 
hat,"  he  says  calmly. 
r'S  it  to  be  done?  One  way  is  "fine 
'  the  organization.  That  is  Goi- 
descnption  of  the  ritual  cost-cut- 
ypical  of  new  chief  executives, 
accounts  receivable  average  30 
Goizueta  observes.  "Cut  one  day 
t  and  we  have  another  $22  million 
l  flow  available." 

:ainly,  that's  important.  But  he 
eeds  to  sell  more  Coca-Cola.  Goi- 
has  some  ideas  here,  too.  One  of 
rgets  is  increased  per-capita  con- 
ion  in  a  place  like  fapan,  where 
products  have  60%  of  the  carbon- 


ated market  but  where  they  drink  only 
146  bottles  each  year,  as  compared  with 
713  for  every  person  in  the  U.S.  Goizueta 
wants  the  Japanese  to  drink  Coke  with 
their  food,  instead  of  on  the  street.  It's  all 
part  of  Goizueta's  plan  to  approach  each 
country  as  an  individual  market,  with  its 
own  needs  and  desires,  as  opposed  to  the 
present  collectivist  approach  that  treats 
Europe  as  one. 

Perhaps  most  important  of  all,  Coca- 
Cola  has  a  new  cooperative  dialog'going 
with  its  1,500  bottlers.  Says  Goizueta: 
"The  bottlers'  bottom  line  will  be  in- 
creasingly important."  That's  sound 
thinking.  If  they're  strong,  Coca-Cola  is 
too.  Hence  Goizueta's  decision  to  buy 
Coke  New  York  (Forbes,  .Aug.  18,  1980), 
then  step  out  again  as  a  minority  share- 
holder in  a  new  company  jointly  owned 


with  Coke  New  York  directors  and  se- 
lected third  parties. 

Coke  New  York  is  in  the  process  of 
selling  all  its  other  businesses,  which 
Coca-Cola  never  liked  because  it  reck- 
oned they  took  up  good  bottling  time.  To 
satisfy  successful  bottlers'  desires  to  di- 
versify, Coke  is  experimenting  with  new 
approaches.  In  Mexico,  for  example, 
Coca-Cola  will  own  a  minority  in  a  new 
holding  company  formed  with  the 
bottlers,  with  the  aim  of  diversifying 
outside  soft  drinks.  It's  a  way  of  reward- 
ing a  bottling  company  in  a  country 
where  per-capita  consumption  of  529 
bottles  is  second  only  to  that  of  the  U.S. 

After  all,  says  Goizueta,  when  justify- 
ing Coca-Cola's  changed  approach  to  the 
world:  "What  has  always  been  will  not 
necessarily  always  be  forever."  D 


ik  of  America  has  picked  a  tough  young 
tfighter  to  lead  its  troops  in  the  coming 
le  of  deregulation. 


led 
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No  time  for 
a  gentleman 


if  America's  new  preside)  u  and  CEO,  Samuel  H  Armacost 
Jig  off  invaders  while  equipping  the  raiding  parties. 


By  Michael  Kolbenschlag 

CHOOSING  A  NEW  PRESIDENT  and 
CEO  for  the  Bank  of  America  is 
rathe/  like  choosing  a  new  pope: 
Many  names  are  mentioned,  but  when 
the  white  smoke  finally  rises  from  the 
chimney,  the  favorite  seldom  wins.  The 
favorite  didn't  win  earlier  this  month 
when  BofA's  26  directors  pushed  their 
chairs  back  from  the  massive,  40-foot 
boardroom  table  after  naming  Samuel  H. 
Armacost,  the  bank's  41 -year-old  execu- 
tive vice  president  and  cashier,  to  suc- 
ceed President  Alden  Winship  (Tom) 
Clausen. 

Clausen's  much-heralded  but  still 
somewhat  hasty  departure  (to  take  on 
the  presidency  of  the  World  Bank)  comes 
at  an  awkward  moment  for  BofA,  at 
$111  billion  (assets)  the  nation's  largest 
bank.  Like  all  banks  that  have  prospered 
thanks  to  large  deposit  bases,  it  faces  a 
new  and  savagely  competitive  banking 
era  as  the  antiquated  rules  and  regula- 
tions that  sharply  limited  competition 
for  deposits  are  scrapped.  The  new  era 
began  last  March,  when  Congress  passed 
the  Depository  Institutions  Deregulation 
ik  Monetary  Control  Act  of  1980,  gradu- 
ally lifting  the  price  controls — particular- 
ly on  interest  rates — for  all  financial  in- 
stitutions. The  Act's  first  key  date  is  Jan. 
1,  when  all  U.S.  banks  and  savings  and 
loan  associations  may  offer  new,  inter- 
est-bearing negotiable  order  of  with- 
drawal (NOW)  checking  accounts.  By 
1986  interest  ceilings  on  savings  ac- 
counts will  also  be  history. 

That's  why  the  smart  money  was  not 
put  on  the  promising — though  relatively 
young — Armacost,  but  on  Leland  S.  Prus- 
sia, the  bank's  51 -year-old  vice  chairman 
and  head  of  the  world  banking  division. 
Prussia  was  known  as  a  banker's  banker, 
a  cool-tempered  consensus-seeker  and  a 
gentleman  in  the  fine  art  of  banking.  But 
the  board  decided  this  is  not  time  for 
BofA  to  be  run  by  a  gentleman.  So  Prus- 
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sia  was  promoted  to  chairman  with  ex- 
panded duties  including  money  and  loan 
policies  and  asset  and  liability  manage- 
ment. That  adds  heft  to  the  chairman's 
job,  but  anyone  who  has  visited  the  51st- 
floor  BofA  headquarters  in  San  Francisco 
knows  that  the  oil  portraits  of  its  presi- 
dents— not  its  chairmen — hang  outside 
the  boardroom  door. 

What  appealed  to  the  board  was  Arma- 
COSt's  brash  and  meteoric  rise  since  join- 
ing the  bank  in  1964.  Along  the  way  he 
cut  his  teeth  in  tough  situations  as  head 
of  the  bank's  Europe,  Middle  East  and 
Africa  division  and  earlier  as  manager  of 
its  London  branch — BofA's  largest  out- 
side the  U.S.  Armacost  was  young  but 
savvy,  with  hands-on  experience  that 
the  older  Prussia  lacked.  Armacost  was 
also  Clausen's  recommendation  and  one 
that  probably  pleased  him.  It  was  1 1 
years  ago  that  Clausen  himself,  at  the 
tender  age  of  46,  was  picked  to  head  the 
bank  over  older  and  more  polished  rivals. 

While  Clausen  will  be  briefing  Arma- 
cost on  his  new  job  until  he  leaves  for  the 
World  Bank  next  April,  it  goes  without 
saying  that  the  new  president's  first  job 
will  be  defending  BofA's  California  for- 
tress. Retail  banking  in  California  gener- 
ated over  half  of  BofA's  $600  million  in 
income  for  1979.  BofA's  California  divi- 
sion also  posted  the  bank's  highest  re- 
turn on  assets  and  on  equity — nearly 
double  the  wholesale  banking  percent- 
ages. But  that  makes  California  ripe  for 
deregulation  plucking.  "I  don't  see  blood 
in  the  streets  or  bank  closings,"  says 
Clausen,  "but  it  goes  without  saying  that 
California  looks  a  lot  more  attractive 
than  North  Dakota." 

The  nibbling  has  already  begun.  In 
1979,  passbook  savings  for  the  California 
division  dropped  3.4%  as  the  division 
was  not — for  the  first  time  in  its  75-year 
history — a  net  supplier  of  low-cost  core 
deposits  to  the  Bank  of  America  system. 
As  more  banks  and  S&Ls  start  to  com- 
pete for  those  deposits  with  NOW  ac- 
counts and  eventually  deregulated  sav- 
ings accounts,  the  California  division 
will  come  under  even  more  pressure.  As 
Armacost  told  Forbes,  "I  don't  know 
whether  we've  got  more  to  lose  in  Cali- 
fornia, but  the  cost  factors  of  deregula- 
tion will  be  more  immediate.  The  East 
Coast  money-center  banks  that  already 
have  large  percentages  of  purchased  lia- 
bilities made  the  transition  [from  low- 
cost  deposits]  some  time  ago,  so  certain- 
ly the  banks  in  California  and  Texas  are 
going  to  see  some  new  cost  factors." 

How  can  Armacost  protect  BofA's 
35%  share  of  California  savings  depos- 
its? "We're  working  on  our  strategy  now 
but  we're  not  ready  to  talk  yet,"  he  says 
in  typically  cryptic  BofA  style.  "But  you 
can  bet  we'll  be  lengthening  our  liability 
book  [translation:  attracting  more  depos- 
its], planning  to  compensate  for  the  ad- 
justment of  more  expensive  core  depos- 
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its  [that  means  unbundling  costs  and 
charging  more  for  bank  services]  and 
pushing  asset  strategies  that  have  more 
variable  rate  elements  in  them  to  balance 
customer  and  shareholder  needs" — 
meaning  that  soon  there  will.be  few  real 
estate  or  othe  loan  bargains  at  BofA. 

BofA  under  Armacost  is  also  likely  to 
be  a  lot. faster  off  the  competitive  mark 
than  in  the  past.  "We  have  to  join  the 
market  or  lose  it,"  says  Clausen.  BotA 
was  the  first  major  California  bank  to 
announce  its  pricing  schedules  on  NOW 
accounts  in  an  attempt  to  influence  the 
competition,  and  it  has  begun  to  install 
extensive  automatic  teller  systems  in 
California  even  though  rivals  like  Citi- 
corp have  been  unable,  in  a  recent  credit 
card  blitz,  to  win  much  California  mar- 
ket share  from  BofA. 

Down  the  road,  BofA  under  Armacost 
is  likely  to  match  the  increasingly  liberal 
ploys  of  scrappy  banks  like  Wells  Fargo, 
which  is  currently  trying  to  lock  in  its 
customers  against  interstate  and  NOW 
account  competition  with  its  "Golden 
Reward"  offers  of  free  transaction  ac- 
counts and  services  for  loyal,  balance- 
holding  depositors.  Armacost  is  also  sure 
to  expand  the  BofA  network  of  domestic 


Edge  Act  branches;  though  todj 
can  service  only  foreign  accounts 
U.S.,  tomorrow  they  could  be  the 
work  of  an  interstate  system. 

"It's  going  to  be  difficult  for  (j 
or  other  remote  competitors  to  dl 
BofA  in  its  home  market  with 
cost,"  says  David  Cates,  presic 
New  York  bank  analysts  Cates,  L 
Co.  "Their  profits  may  shrink  1 
not  concerned  with  their  ability  ,-. 
fend  themselves." 

If  BofA  does  have  an  Achilles' 
is  capital  adequacy.  In  an  effort  t| 
its  capital  base,  BofA  has  drop) 
payout  ratio  from  37%  in  1974  j 
today.  But  other  financial  insti 
feel  that  lack  more  keenly  thai] 
Indeed,  some  observers  predict 
the  40,000  existing  U.S.  financial  j 
tions,  only  half  will  be  left  once  de 
tion  has  run  its  course. 
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That  could  also  give  Armaa 


chance  to  become  a  keen  shoppei 
he  will  be  looking  for  will  be  slow 
ing  but  heavily  capitalized  ban! 
would  improve  BofA's  ratios.  Bu 
don't  make  themselves.  That' 
salesman  Sam  Armacost  is  th 
president  of  Bank  of  America 
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Oil  and  gas  drilling  is  booming  and  wit 
Halliburton.  The  competition  is  swarming 
But  Jack  Harbin  isn't  conceding  a  thing 
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Come  one, 
come  all 


I don't  think  the  Dallas  Morning 
News  even  knows  we're  in  Dallas," 
says  Chairman  John  Pickens  Harbin 
of  Halliburton  Co.,  the  $8.3  billion  (rev- 
enues) oilfield  services  giant.  "They 
haven't  printed  our  earnings  in  two  quar- 
ters." He  allows  himself  a  grin,  then 
drives  home  his  point.  "We  just  plain 
don't  care  about  a  high  profile,"  he  says 
in  the  flat  drawl  of  central  Texas  where 
he  was  born  63  years  ago.  "We  know  our 
clients  and  we  know  the  people  in  our 
industry.  We're  trying  to  impress  our 
customers;  we're  not  trying  to  impress 
Forbes  magazine." 

Fair  enough;  the  customers  are  im- 
pressed. Halliburton  dominates  two  mar- 
kets in  the  panoply  of  fast-growing  busi- 


nesses known  as  oilfield  services 
60%  of  the  market  in  cementi 
wells,  and  50%  of  the  market  km 
stimulation,  each  a  $2  billion  n 
Halliburton  benefits  not  only  froi 
wells.  As  America  drills  deeper  tc 
previously  uneconomic  deposits  o 
ral  gas,  or  goes  back  to  old  oil  well; 
more  of  the  70%  of  the  crude  st 
underground,  Halliburton's  bi 
grows  geometrically. 

In  the  seven  years  since  oil's  pn 
looned  in  1973,  Halliburton's  mcoi 
grown  fivefold  to  the  $500  mil 
$8.50  a  share — anticipated  for  19! 
revenues  have  quadrupled  in  the 
period.  Halliburton's  earnings  grel 
in  1980  over  1979. 

FORBES,  DECEMBER 
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stock  market  is  impressed.  Halli- 
s  shares  have  more  than  doubled 
r  e  to  a  recent  $169  a  share  in  the 
months.  The  increase  was  1 1  '/-» 
in  one  day  when  Halliburton  an- 
■d  a  2-for-l  split  and  a  20%  divi- 
ike  last  month.  "On  oil  service 
lies  like  Halliburton,"  says  one 
>treet  analyst,  "people  on  The 
today  are  divided  into  the  opti- 
md  the  superoptimists."  Hallibur- 
ls  at  21  times  earnings,  others  in 
Id  at  like  multiples.  Oil  service 
nies,  in  short,  have  become  the 
;s  equivalents  of  the  early  Seven- 
le-decision  stocks, 
t  is  this  favored  industry?  The  oil 
business  is  a  gathering  of  princes, 
ipreme  in  its  own  domain.  There 
technically  haughty,  $4.8  billion 
Ues)  Schlumberger  (Forbes,  Oct.  30, 
master  of  the  art  of  well  logging — 
ring  subsurface  conditions  during 
There  is  $4  billion  (revenues) 
T  Industries,  which  dominates  the 
of  drilling  fluids,  the  complex 
:al  substances  carrying  the  simple 
of  "mud."  There  is  $1.2  billion 
s  Tool,  world  leader  in  rock-chew- 
11  bits,  and  $720  million  Smith 

Sional,  leader  in  drill  collars  that 
own  those  bits, 
lur  companies  have  diversified 
alliburton's  cementing  and  stimu- 
li Dusinesses.  Halliburton's  competi- 
lready  include  Western  Co.  of 
America  and  the  Dowell  division 
erful  Dow  Chemical.  Now  a  host 
e  newcomers  as  well  is  nibbling 
t  this  increasingly  attractive  mar- 
Halliburton  threatened?  Harbin 
,  on  his  beige  sofa  at  the  com- 
elegant  26th-floor  headquarters  in 
'  Southland  Center, 
boom  times  there's  always  a 
to  get  a  foothold,"  he  explains, 
tart  out  working  in  the  shallower, 
ifficult  areas  to  get  experience, 
o  you  think  Eddie  Chiles  [boss  of 
n  Co.  of  North  America)  got  start- 
ly,  it  was  just  this  way.  But  if  you 
o  pump  cement  at  a  pressure  of 
pounds  per  square  inch  for  eight 
there  are  not  too  many  people  that 
that.  We'll  have  no  problem  hold- 
r  market  share." 

ifically,  he's  saying  that  with 
j|ibeing  drilled  under  increasingly 
conditions,  Halliburton's  having 
ted  a  record  29,660-foot  well  in  Ft. 
on,  Tex.  or  having  routinely  han- 
bwnhdle  temperatures  of  500  de- 
'ahrenheit  in  Indonesia  or  surface 
ratures  of  minus  76  degrees  Fahr- 
m  Canada's  Beaufort  Sea  stands 
)t.  But  that's  not  all. 
're  more  extended  areawise,"  says 
i,  whose  sharp  blue  eyes  dispel  a 
npression  of  white-haired  kindli- 
:rom  the  single  horse-drawn  wag- 
h  which  Erie  P.  Halliburton  found- 
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ed  the  company  in  1919,  "Big  Red,"  as 
its  customers  call  it,  stretches  to  over 
250  service  centers  and  operates  in  80 
lands.  President  James  Lesch  of  Hughes 
Tool,  who  is  trying  to  increase  the  well- 
servicing  business  of  his  Byron  Jackson 
division,  says  this  above  all  is  Hallibur- 
ton's strength:  "Every  place  you  go  you 
find  Halliburton." 

Harbin,  whose  background  includes  an 
accounting  degree  from  the  University  of 
Texas,  knows  full  well  that  Halliburton  is 
the  price  leader  in  the  businesses  it 
dominates.  But  the  business  is  so  good 
that  Halliburton  can't  satisfy  all  the  de- 
mand— which  effectively  gives  its  com- 
petitors a  free  entry.  So  Harbin  is  using 
his  dominant  position  to  keep  them 
from  gaining  more  than  a  foothold:  By 
keeping  his  prices  at  least  10%  below 
what  he  could  charge  in  today's  tight 


market,  he  keeps  his  market  share  in- 
tact. "We  don't  try  to  get  as  much  as  we 
can  during  the  good  times,"  he  says.  "If 
our  margins  got  too  high,  we'd  just  be 
inviting  competition." 

Even  so,  Harbin  doesn't  intend  to  let 
his  defensive  strategy  cut  too  deeply  into 
his  operating  margins — which  this  year 
will  run  a  very  comfortable  27%  in  ce- 
menting and  stimulation.  Determined  as 
he  is  to  keep  the  same  proportion  of  an 
ever-increasing  pie,  can  he  keep  those 
margins  in  the  face  of  the  competition? 
Only  when  the  market  weakens — not  an 
imminent  event — will  it  be  possible  to 
know  for  sure. 

Then  there  is  Harbin's  counterattack- 
ing strategy.  If  Schlumberger  and  Dresser 
push  harder  in  cementing  and  stimula- 
tion, then  Halliburton  will  increase  its 
stake  in  well  logging  and  drilling  muds. 


Halliburton  Co.  Chairman  John  P.  Harbin 

"We  don't  care  about  a  high  profile.  We're  trying  to  impress  our  customers.' 


Halliburton  acquired  Welex,  a  well-log- 
ging company,  back  in  1957.  But  this 
year  Harbin  has  devoted  a  disproportion- 
ate share  of  Halliburton's  capital  spend- 
ing to  Welex,  as  he  pushed  to  take  busi- 
ness away  from  Schlumberger.  What 
does  he  have  to  offer?  A  competitor  says 
he  is  offering  Welex  services  at  cut  rates 
as  a  package  deal  with  cementing  and 
stimulating  services. 

Harbin  objects.  "Where  did  you  get 
that?"  he  says  with  a  start.  "Why,  that's 
what  our  competitors  may  believe,  but  I 
don't  believe  we  do  that.  I  haven't  heard 
anything  like  that  for  years;  four  or  five 
years  ago  I  heard  that,  but  everything 
here  stands  on  its  own  bottom." 

Clearly,  the  oil  service  business — 
while  booming — is  also  becoming  com- 
petitive in  ways  that  it  never  was  before. 
But  Halliburton  has  another  facet,  the 
one  that  analysts  call  its  potential  "kick- 
er"— Brown  dk  Root. 

Halliburton  acquired  that  Houston- 
based  industrial  and  marine  construction 
company  IS  years  ago.  Its  $5.5  billion 
annual  revenues  are  what  make  Hallibur- 
ton look  outsized  next  to  Hughes,  Dress- 
er and  Schlumberger.  But  outsized  in 
sales  only,  not  in  profitability.  Some 
70%  of  Halliburton's  revenues  come 
from  Brown  &  Root  but  only  about  20% 
of  net.  hi  1979  Halliburton's  consolidat- 
ed earnings  fell  5%,  to  $6.42  a  share, 
partly  because  of  B&R.  The  stock  market 
calls  B&R  a  "kicker,"  but  it  has  shown 
precious  little  kick  recently. 

Brown  &  Root's  onshore  construction 
business  is  in  a  cyclical  trough,  and  its 
marine  engineering  business — huge  off- 
shore production  platforms  and  pipe- 
lines— is  in  the  doldrums.  Its  operating 
margins  this  year  are  estimated  at  only 
5%  of  revenues;  four  years  ago  they  were 
double  that.  And  there  is  a  real  question 
whether  B&R  can  ever  return  to  such 
glorious  profitability.  Government- 
backed  French  and  Italian  companies  are 
taking  most  of  the  thrill  out  of  marine 
engineering. 

Indeed,  B&R's  former  lofty  margins 
are  themselves  suspect.  A  1977  Justice 
Department  suit  charged  that  BikR  and 
New  Orleans-based  McDermott  Inc. 
built  their  marine  dominance  by  price- 
fixing  and  bid-rigging.  B&R  and  McDer- 
mott, pleading  no  contest,  paid  fines  of 
$1  million  each.  B&R  still  faces  68  civil 
suits  stemming  from  the  case. 

To  his  credit,  Jack  Harbin  isn't  looking 
for  a  dramatic  upturn  in  the  subsidiary's 
traditional  lines.  But  he  is  looking  at 
B&R  the  way  other  smart  companies 
today  are  looking  at  engineering  firms: 
as  potential  beneficiaries  from  the  1980s 
growth  of  synthetic  fuels.  Typically,  Har- 
bin says  little  on  the  subject:  "Some  peo- 
ple are  in  a  better  market  position  than 
we  are,  but  we'll  catch  up." 

But  Harbin  is  not  just  counting  on 
synfuels  alone.  He  is  casting  his  eye  in 


new  directions.  Just  last  month  Hallibur- 
ton told  the  Securities  &  Exchange  Com- 
mission that  it  was  purchasing  shares  of 
Mine  Safety  Appliances  (MSA),  a  $270 
million  (1979  sales),  Pittsburgh-based 
maker  of  4,500  varieties  of  .industrial 
safety  equipment.  The  eventual  purchase 
is  uncertain  because  of  opposition  from 
some  MSA  stockholders,  but  Harbin  is 
clearly  interested  in  making  a  major  new 
acquisition. 
That's  the  kind  of  thinking  Hallibur- 


ton paid  him  $915,000  last  year  foi 
truth  is  that  Jack  Harbin,  like  man> 
ans,  likes  to  mask  an  acute  bus 
sense  behind  a  laconic,  good-ol 
manner.  But  Halliburton's  record 
there  is  more  business  than  homing 
to  Harbin  and  his  people.  In  fact,  tht 
threat  to  this  outfit  is  that  its  prin 
competitors  are  companies  cut  fron) 
same  sharp-eyed,  slow-talking  mole 
when  the  going  gets  tough,  nobody 
tougher  than  Halliburton.  ■ 


Mom  and  pop  are  alive  and  well — and  qu 
busy  in  the  mail-order  kitchen.  Some  5 
companies  sell  food  direct  to  premium-payi 
customers.  Even  Sears  has  put  on  an  apron 

Christmas 
mail  munch 
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Figi's  President  John  Figi 

A  taste  of  Wisconsin  for  the  holidays. 


By  William  Harris 


We  know  from  Charles  Dickens 
about  the  Bob  Cratchits  of  this 
world,  struggling  at  Christmas 
on  their  painfully  tight  food  budgets. 
What's  new  since  Dickens'  time  is  the 
several  million  stylish  palates  out  there 
able  to  pay  $4.43  a  pound  for  bacon, 
$1.33  each  for  grapefruit  and  $11.66  a 
pound  for  T-bone  steak. 

Mind  you,  this  isn't  ordinary  grub.  The 
bacon,  smoked  over  smoldering  maple 


wood  and  corncobs,  comes  from 
mont.  The  grapefruit,  so  large  and 
they're  almost  mutants,  are  grown 
in  south  Texas.  The  steaks,  an  inch  t 
are  hand-cut  from  carcasses  perse 
selected  at  the  Chicago  stockyards. 

Obviously  these  aren't  to  be  pick 
at  your  neighborhood  Safeway  or 
Rather,  they  are  selected  from  the 
lions  of  mail-order  food  catalogs  jan 
into  mailboxes  around  Christmas 
The  staples  of  the  mail-order  bus 
are  fresh  fruit,  cheeses,  fruitcakes 


new 
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INTRODUCING  THE  "5  6  5"  FROM  3M 


IF\OUHAVETO 
MAKE  TWO  COPIES 
.  WHEN  \OUONIY  NEED  ONE, 
J  GET  OUR  NEW  ll"x  17"COPlER. 
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With  most  copiers,  it  takes  a  little 
ingenuity  to  copy  an  11"  x  17"  original. 

With  the  "565"  it's  as  simple  as  pushing 
a  button.  Because  besides  copying  originals  up  to 
1 1 "  x  17",  it  can  also  save  you  a  lot  of  time. 

You  see,  the  "565"  features 
microprocessor  technology.  And  code  display 
diagnostics. 

As  well  as  an  automatic  toner  control 
system  combined  with  an  electronic  sensor  that 
adjusts  the  copier  to  match  your  original.  So  you're 
virtually  assured  a  beautiful  copy.  Time  after  time. 
Twenty  every  minute. 


Of  course,  all  of  that  science  allowed  us 
to  build  a  lot  of  convenience  into  the  "565"  too.  Like 
a  Pause-lnterrupt-Resume  feature.  Dual  paper 
cassettes  with  a  versatility  bypass.  And  a  new  touch 
control  operator  panel  that's  as  sleek  as  it  is  simple. 

Our  new  "565"  is  truly  a  marvelous 
machine.  Because,  besides  making  beautiful  copies 
up  to  11"  x  17",  it  can  save  you  a  lot  of  time.  And 
that's  something  everyone  can  use  a  little  more  of. 

For  more  information,  call  toll-free 
800-328-1684  (in  Minnesota,  800-792-1072). 

Or  write  3M  Copying  Products, 
Building  220-10E/3M  Center,  St.  Paul,  MN  55144. 


he  newest  line  of  copiers  from  one 


of  the  oldest  names  in  the  business. 


3M 


Report  from  GTE 

How  we  can  help  improve 


Over  the  past  several  years,  GTE  has  developed 
a  variety  of  effective  intrusion  alarm  systems. 
Many  of  these  are  being  used  by  a  growing  num- 
ber of  businesses. 

The  fence  that  talks. 

Is  someone  trying  to  climb  over  the  fence,  or  cut 
through  it?  We  can  make  chain  link  fences  tell 
when  it's  happening. 

The  key  to  this  GTE  system  is  a  Vs  "-diameter 
sensing  cable  threaded  along  the  fence.  This  con- 
verts vibrations  into  signals  at  a  central  monitor- 


ing station.  A  processor  separates  most  f 
alarms  from  the  real  thing. 

The  earth  that  hears. 


d  if  t 


H  ow  about  people  or  vehicles  entering!., 
stricted  areas  that  aren't  fenced  in?  Every  s 
creates  an  infinitesimal  earthquake.  We  devela 
a  system  of  very  sensitive  buried  microphone 
combination  with  a  signal 
processor,  which  distin 
guishes  actual  intr 
sions  from  vibrations 
caused  by  natura 
phenomena. 
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idustrial  security. 


I  e  air  that  feels. 

1 3  can  even  tell  if  an  intruder  is  coming  close 
firbidden  metal  objects  like  safes,  file  cabinets 
jjihicles.  We  do  it  with  a  system  that  senses 
|ges  in  electrical  energy  caused  by  a  person 
ioaching  a  protected  object.  The  alarm  is  trig- 
ni  if  the  intruder  comes  within  a  few  inches, 
h  connecting  cable  is  cut,  or  if  the  power  fails. 


We're  a  total 

communications  company. 

Whether  the  communications  take  the  form  of 
an  intrusion  alarm,  a  data  communications  system, 
or  even  a  simple  phone  call,  it's  all  a  part  of  the 
activity  of  GTE.  We're  a  lot  more  than  a  phone 
company. 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


nuts,  but  there's  something  for  the  most 
discriminating — or  even  bizarre — tastes. 
From  Maine,  live  lobsters  or  smoked 
trout.  From  Virginia,  veal.  From  New 
York,  pheasant.  From  Chicago,  leg  of 
beaver,  hippo  steaks  or  ground  lion. 

Despite  carefully  cultivated  appear- 
ances, not  all  of  these  mail-order  pitches 
are  from  backwoods  entrepreneurs. 
Some  are  conglomerates,  such  as  House 
of  Almonds  (Tcnneco),  Figi's  cheese 
(Metromedia)  and  Pfaelzer  Brothers 
steaks  (Greyhound).  Why  would  Ten- 
neco  care  about  peddling  almonds  or  Me- 
tromedia want  to  sell  cheese?  Because 
the  mail-order  food  business  is  growing 
at  an  estimated  18%  to  20%  annual  clip, 
with  gross  margins  in  some  cases  reach- 
ing 50%.  The  business  is  secretive, 
wacky  and  disorganized,  so  no  one  really 
knows  how  big  it  is,  but  a  fair  guess  is 
about  $700  million  in  sales. 

Even  Sears,  Roebuck  is  nudging  its  way 
into  the  mail-order  prime-beef  business 
on  a  song.  It  is  doing  so  by  merely  taking 
orders  for  beef  produced  and  delivered  by 
mail-order  house  Omaha  Steaks  Interna- 
tional, though  the  meat  arrives  bearing  a 
Sears  label.  "We  don't  know  how  good  the 
business  may  be,"  admits  Dale  Licitra, 
head  of  Sears'  food  merchandising.  "We 
haven't  done  any  comprehensive  stud- 
ies." What  is  Sears  risking?  The  price  of 
renting  350,000  names  off  mailing  lists 
plus  a  volume  commitment  to  its  suppli- 
er— Sears  won't  say  how  much. 

Sears'  lack  of  market  research  isn't 
surprising  in  a  business  where  most  en- 
trepreneurs start  on  little  more  than  a 
hunch  or  a  hobby.  Nearly  all  are  mom- 
and-pop  types,  but  those  who  succeed 
can  be  handsomely  rewarded.  There's  a 
chance  to  sell  out  to  a  conglomerate,  as 
John  Figi  did  with  his  Marshfield,  Wis.- 
based  mail-order  cheese  operation.  He 
won't  say  how  much  W.R.  Grace  paid  for 
it  in  1968,  but  ten  years  later  Grace  sold 
Figi's  to  Metromedia  for  S30  million.  A 
successful  operator  can  even  go  public,  as 
did  Harry  and  David,  creators  of  the 
Fruit-of-the-Month  Club.  Today  sales  at 
Bear  Creek  Corp.,  owner  of  Harry  and 
David  and  two  other  mail-order  entities, 
are  $90  million. 

There  are  believed  to  be  about  500 
mail-order  food  houses  in  business  today, 
with  three-quarters  of  their  annual  sales 
coming  around  Christmas.  Newcomers 
are  still  wedging  their  way  into  the  busi- 
ness, people  like  Des  FitzGerald,  who 
last  year  on  some  $20,000  launched  his 
Duck  Trap  River  Fish  Farm  in  Lincoln- 
ville,  Me.  to  sell  smoked  trout.  FitzGer- 
ald expects  to  turn  a  profit  this  Christ- 
mas by  selling  1,000  boxes  of  the  delica- 
cy at  some  $20  per  box.  Unlike  many 
other  newcomers,  FitzGerald,  indepen- 
dently wealthy,  can  afford  to  suffer 
through  the  slow  startup  years. 

The  level  of  sophistication  among 
mail-order  operators  varies  as  widely  as 


the  products  they  sell,  but  there  are  a  few 
common  tenets.  First,  the  companies 
above  all  sell  packaging:  That  yields 
them  a  premium  price  for  whatever  is  in 
the  package,  which  explains  why  Frank 
Lewis  of  Alamo,  Tex.  can  peddle  12 
grapefruit  for  $16. 

Second,  many  operators  play  the  value- 
added  game  with  virtually  no  capital  com- 
mitment. Pfaelzer  can  offer  prime  beef 
not  because  it  raises  cattle  but  because 
General  Manager  Merlin  Fliehe,  with  32 
years  in  the  meat  business,  uses  his  dis- 
criminating eye  to  select  the  product. 
Perhaps  the  ultimate  is  the  Greenberg 
family  of  Tyler,  Tex.  who  do  little  more 
than  add  the  smoke  to  a  purchased  turkey 
before  mailing  it  out  at  $2.45  per  pound. 

On  the  marketing  side,  the  secret  is  to 
build  an  m-house  mailing  list.  Though 
mail-order  fraternity  members  may  help 


"Their  absentee  rate  is  low. 
Why,  one  woman  started  here 
at  age  62  and  didnt  miss  her 
first  day  until  20  years  later, 
and  that  was  when  her  98- 
year-old  mother  died." 


each  other  in  times  of  trouble,  what  they 
will  rarely  trust  anyone  with  is  the  fam- 
ily jewel,  the  m-house  mailing  list.  And 
no  wonder.  A  good  in-house  list  will  pro- 
duce a  20%  response,  and  sometimes 
even  better.  The  best  list  builder  is  word 
of  mouth.  The  turkey-smoking  Green- 
bergs,  in  business  for  41  years,  have  nev- 
er advertised,  preferring  to  send  out  a 
one-page  letter  to  those  who  inquire. 
Competitors  suspect  the  Greenbergs  out- 
sell any  of  the  25  Texas  turkey  smokers. 

Although  word  of  mouth  may  suffice 
for  the  Greenbergs,  more  ambitious  out- 
fits rent  mail-order  lists.  That's  expen- 
sive—  1 ,000  names  cost  on  average  $75 — 
and  the  typical  response  is  small,  under 
2%.  If  a  mail-order  house  rents  10,000 
names,  for  instance,  and  sends  each  a  50- 
cent  catalog,  that's  $5,000  for  catalogs 
plus  $750  to  rent  the  names.  If  1  Vz%  (150 
people)  respond  with  average  orders  of 
$75,  that  grosses  $11,250,  a  loser  when 
overhead  and  inventory  expenses  are  fac- 
tored in.  But  the  next  mailing  to  the 
winnowed-out  list  will  be  a  big  winner. 
Some  mail-order  proprietors  don't  mind 
spending  $15  to  S20  to  find  one  good 
customer,  particularly  high-ticket  firms 
like  Saltwater  Farm  of  York  Harbor,  Me., 
which'  sells  live  lobsters.  Major  houses 
target  $5  to  $7  per  customer  and  spend 
millions  in  the  pursuit — this  year  Figi's 
is  renting  17  million  names. 

Keeping  track  of  all  those  names — 
knowing  who's  buying  what  and  how 
often — is  the  key  to  big-time  growth. 
Bear  Creek  President  John  Holmes  sends 
out  an  avalanche  of  catalogs  from  his 
Medford,    Ore.    headquarters — analysts 


think  about  75  million.  Aided  by  a 
puter,  Holmes  can  quickly  profile  a 
tomer's  buying  history  and  target 
ings  to  individuals.  By  contrast, 
mond,  Vt. -based  Harrington's,  knovj 
its  maple-and-cob-smoked  pork, 
much  of  its  paperwork  by  hand. 

Catalog  psychology  is  often  folki 
an  effort  to  tap  the  mystique  of  1 
made  or  homegrown  goodness.  I 
and  David,  for  example,  engages 
reader  in  a  dialog — a  nifty  trick,  a] 
real  Harry  and  David  have  been  de| 
years.  But  Pfaelzer,  the  Chicago  pj 
beef  company,  uses  a  subtle  psychl 
cal  ploy.  Scattered  through  its  cal 
are  ads  for  fancy  kitchen  equipment 
Cuisinart  appliances.  True,  these  I 
bish  appliances  pull  their  weight.  Bi 
main  idea  is  to  convince  customers 
a  really  first-rate  kitchen  should  U 
only  first-class  Pfaelzer  prime  beef. 

Companies  never  know  what's  | 
to  sell.  Sophisticated  houses,  sud 
Harry  and  David,  test  new  produci 
sending  out  special  leaflets  with 
confirmations,  but  other  mail-ord0 
erators  simply  go  whole  hog,  like  A| 
Fruit,  which  this  year  is  offerini 
pounds  of  jumbo  "eat  'em  like  an  ai 
onions  for  $14.  If  a  new  item  lookg 
cessful,  other  mail-order  houses  arel 
ly  to  add  it  to  their  catalogs  simp] 
keep  customers  from  defecting.  l| 
why,  silly  as  it  may  seem,  steak  ma 
er  Pfaelzer  sells  fruitcake  and  pork  : 
Harrington's  offers  glazed  apricots. 

How  to  get  started  in  mail-order  1 
The  most  expensive  route  is  to  owni 
own  farm,  as  Don  Pruess  does  ai 
Virginia  Veal  Farms.  Better  to  do 
Pfaelzer  does,  let  someone  else  firj 
the  beet  on  the  hoof. 

Starting  from  scratch  is  still  poss 
though,  if  a  mail-order  entrepre 
picks  the  right  business,  such  as  1 
cakes.  Mary  Horton  Lauderdale  sti 
baking  fruitcakes  33  years  ago  in  G; 
ville,  Tex.,  selling  them  to  local  rei 
rants  to  help  pay  her  college  tuition 
initial  costs  were  nominal:  ingredi 
baking  pans  and  an  oven.  This  yea] 
company,  Mary  of  Puddin  Hill,  exj 
sales  of  S2  million.  Mary  still  keep: 
costs  low,  she  says,  by  hiring  som 
local  housewives  to  do  all  the  mi 
and  labeling,  during  the  annual  O 
mas  rush,  in  something  of  a  baking 

Like  many  a  mom-and-pop  entn 
neur,  Mary  knows  the  value  of  a  si 
town  home  base.  Mary  says  she 
"mature"  women:  "They  don't  min< 
ing  the  same  job  over  and  over, 
absentee  rate  is  low,"  she  expl 
"Why,  one  woman  started  here  at  ag 
and  didn't  miss  her  first  day  unti 
years  later,  and  that  was  when  hei 
year-old  mother  died."  When  you  <! 
have  Tenneco,  Metromedia,  Greyho 
or  Sears,  Roebuck  behind  you,  that's 
you  make  it  in  the  mail-food  busines 
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ACH  YEAR,  Ewan  Macdonald 

gathers  his  clan,  pours  his 
Scotch,  and  proposes  his  toast: 

"Grant  us  brotherhood." 

The  gift  of  Dewar'st 
)ne  of  the  good  things  in  life 
that  never  varies. 


The  Dcwar  Highlander 


GIFT  WRAPPED  AT  NO  EXTRA  COST. 

ENDED  SCOTCH  WHISKY-  86.8  PROOF*     1980  SCHENLEY  IMPORTS  CO..  N  Y,  N  Y. 


A  management  can  make  endless  excuses  for 
problems  that  hit  its  industry.  Or  it  can  do 
something  about  those  problems.  Count  TRW 
definitely  in  the  latter  class. 


"It's  working" 


By  Larry  Marion 


In  a  disastrous  year  for  the  auto- 
mobile industry,  TRW  Inc.,  the  ven- 
erable Cleveland-based  supplier  of 
auto,  aircraft,  satellite  and  missile  parts, 
will  increase  sales  9%,  to  about  $5  bil- 
lion, and  earnings  by  about  8%,  to  at 
least  $5.65  a  share.  TRW  Chairman  Ru- 
ben F.  Mettler  looks  skyward  while  sit- 
ting in  his  armchair,  allows  himself  a 
small  smile  and  says  quietly:  "The  per- 
formance suggests  that  our  diversifica- 
tion really  is  working." 

That's  an  understatement.  TRW's 
auto-supply  business,  39%  of  revenues 
and  44%  of  earnings  in  other  years,  has 
fallen  on  hard  times  with  the  rest  of  its 
industry  this  year.  But  thanks  to  gains  in 
the  small  pump  and  valve  companies 
TRW  acquired  in  the  1960s — when  Hor- 
ace Shepard  and  John  D.  Wright  ran  the 
company — and  the  electronics  systems 
bought  or  introduced  in  the  1970s,  TRW 
in  1980  will  post  record  sales  and  earn- 
ings for  the  ninth  straight  year. 

TRW's  slow  diversification  over  the 
years  has  resulted  in  a  very  different 
company.  Electronics,  at  the  nine-month 
mark,  had  finally  surpassed  auto  parts  as 
TRW's  principal  business.  Moreover,  the 
pumps  and  valves  that  partially  comprise 
TRW's  industrial  group,  all  in  some  way 
involved  in  the  U.S.  search  for  energy, 
will  generate  this  year  the  largest  per- 
centage of  TRW's  earnings  on  the  small- 
est percentage  of  revenues:  40%  of  oper- 
ating income  on  29%  of  revenues.  Re- 
turn on  equity  will  be  over  20%  for  the 
fifth  straight  year. 

TRW  has  such  businesses  to  rely  on  in 
a  lean  time  for  auto  parts  because  15 
years  ago  it  saw  some  handwriting  on 
the  wall  and,  unlike  many  others  who 
saw  it,  believed  what  it  said.  "Good  stud- 
ies then  indicated  that  eventually  oil  sup- 
plies would  be  tight,"  says  the  engineer- 
ing Ph.D.,  fondly  thinking  back  to  scien- 
tific literature  ignored  by  less  technical 
CEOs  elsewhere.  "Also,  a  major  fraction 


TRX  Chairman  Ruben  F.  Mettler 
Inventions  take  ingenuity,  not  money. 

of  the  already  discovered  oil  remained  to 
be  recovered  with  enhanced  tech- 
niques." The  company's  response  to 
such  foresight  was  twofold. 

It  shifted  first  to  small-car  compo- 
nents. TRW's  rack-and-pinion  power 
steering  weighs  75%  less  than  tradition- 
al big-car  systems.  Soon  it  will  be  stan- 
dard in  80%  of  domestic  and  foreign 
models.  TRW  began  developing  it  in 
1972.  TRW  sees  steering  system  sales 
growing  at  20%  a  year  through  1985. 
Thus  did  the  company  get  ready  for  what 
it  saw  as  an  inevitable  downsizing  of  the 
American  automobile. 

Since  the  energy  crisis  also  meant 
there  would  be  the  need  to  squeeze  more 
oil  out  of  older  wells,  TRW  acquired 
equipment  makers  tied  to  energy  produc- 
tion, especially  those  poised  to  profit 
from  a  then-obscure  technology  called 
secondary  and  tertiary  recovery.  TRW 
anticipated  the  increased  use  of  water, 
and  later  gas  and  chemicals,  to  flush 
crude  oil  from  wells  that  refused  to  gush. 
For  a  song,  TRW  picked  up  unglamorous 
companies  that  made  pumps,  motors, 
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valves  and  drilling  equipment. 

The  other  side  of  TRW's  success 
devotion  to  cost  control  that  almost 
ders  on  the  religious.  Mettler  kee 
short  leash  on  research  expenditui 
scant  $60  million  on  R&D,  only  1.31 
revenues  vs.  a  U.S.  industry  average 
er  to  3% .  That  figure  will  soon  doubl 
says,  but  Mettler  finds  it  easy  to  d« 
his  frugal  ways.  "It  doesn't  take  n 
money,  just  smart  people,  to  maki 
ventions,"  he  adds. 

He  also  likes  to  use  other  peo 
money.  Standard  Oil  of  Ohio  is  pj 
TRW  $40  million  to  develop  an  adva 
coal-gasification  process.  TRW  gets 
million  in  research  contracts  frord  mend 
federal  government  and  then  usej| 
knowledge  gained  on  government 
ects  to  spin  out  commercial  product 
its  civilian  business.  For  example,  i 
tary  communications  gear  technd 
has  been  adapted  into  telephone 
pany  hardware. 

Mettler's  frugality  pervades  TR\1  ^. 
modest  four-story  headquarters  bui 
in  suburban  Cleveland  is  almost  30 
old  and  would  look  more  appropria 
the  home  of  a  local  trucking 
Mettler  made  his  reputation  for  a  R  ^ 1 
tion  to  costs  when  he  ran  TRW's  Pftrap^ 
gon  and  NASA  projects  in  the  1950s  pit 
knowledge  of  how  to  build  missiles 
satellites  came  from  his  education 
holds  a  doctorate  from  the  Califomi 
stitute  of  Technology  in  aeronautica 
electrical  engineering.  But  the  frug 
came  literally  from  the  ground. 

Mettler  was  born  56  years  ago  on , 
acre  potato  farm  in  Shaf ter,  Calif.  He 
one  of  ten  children  and  can  tell  stori 
how  hard  times  were  for  farmers 
large  families  during  the  Depres; 
Twelve  years  ago  he  left  designing 
siles  to  enter  TRW's  executive  suil 
"assistant  president,"  and  three 
ago  he  became  chief  executive  ol 
company  that  combines  the  scier 
vision  of  Simon  Ramo  and  the  hardi 
Pentagon-style  production  knowho 
Shepard. 

Mettler  explains  how  TRW  buil 
diversification  by  using  a 
pencil  to  draw  bar  graphs  and  cb 
"We  take  a  specific  business  target, 
consumer  credit  information  servl 
and  build  it  up.  After  we  get  it  flying 
set  another  slice,  like  business  credi 
formation,  alongside  it."  TRW's 
sumer  service  for  retailers,  with  file 
80  million  Americans,  is  about  a 
million  revenues  business  today 
highly  profitable.  Next,  says  Mettlei 
business  information  services  slice 
turn  profitable  next  year. 

It's  nice  when  it  works,  but  it  do 
always.  Earlier  this  year  TRW  unlo  I 
its  electronic  terminal  business  to  a 
venture  with  Fujitsu,  the  Japanese  c 
puter  powerhouse.  Terminals  dl 
work  out,  he  explains,  because  TRVv 
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Tips  from  CPT 
on  what  to  look  for 
in  a  word  processor 


^[offers  a  plain  English  explanation 
exactly  what  word  processing  is,  and 
ne  helpful  pointers  on  how  to 
>ose  from  over  70  makes. 


'd  processing  is  simply  a 
r,  easier,  less  expensive 
to  type. 

With  a  modern  word 
essor  (such  as  the 
8000,  right),  you  type  on 
een  instead  of  paper. 
You  can  type  at  full  roug 
speed  without  worrying  about 
s.  Leave  out  a  word  or  a 
graph?  No  worry.  Just  go  back 
type  it  in.  You  can  readjust  the 
e  text  without  retyping. 

"Electronic  filing" 

word  processors  have  some 
i  of  memory.  This  may  range 
a  magnetic  card,  which  holds  a 
e  business  letter,  to  the  disks 
in  the  CPT  8000,  which  hold 
a  hundred  full-page  letters. 
This  electronic  storage  allows 
to  recall  individual  pages  to  the 


Clip  and  save  this  checklist  of  features 
to  compare  different  models 


Feature 


ck-on-white  full-page 
creen 

Jlily  expanded  with  soft- 
•   vare  packages 

idard  keyboard  and 
r>lain  English  commands 
omatic  hyphenation 
il  disk  drives  and 
'.  tandard  120-page  disks 
hultaneous  input/output 
[:  inprehensive  training 
nd  local  dealer  support 


CPT 

8000 


NO 


Brand 
"B" 


NO 


YFS 


pn  in  seconds.  So  you  can  make 
hges  at  any  time  as  easily  as  you 
ected  the  original. 
Only  when  the  document  is 
r-perfect  do  you  transfer  it  from 
bn  to  paper— at  up  to  540  words 
nute. 

Things  to  look  for 

if  search  for  the  right  word  pro- 
>r  will  be  greatly  simplified  if  you 


with  these  basics 
1.  Don't  buy 
too  little  —  or 
too  much  — 
word  proces- 
sor. Least 
expensive  are 
"intelligent 
typewriters" 
with  very  limited  functions.  At  the 
other  end  of  the  scale  are  expensive 
shared  systems. 

Most  popular  by  far  are  the 
"standalone"  models.  The  CPT  8000, 
for  example,  fits  easily  on  a  desk  top, 
yet  has  nearly  all  the 
automated  features  of 
even  the  largest  systems. 

2.  Look  for  a  full-page 
screen  with  a  clear 
image.  The  full-size, 
black -on-white  screen  is 
a  major  feature  of  the 
CPT  8000.  Some  com- 
petitive models  have  only 
a  partial-page  display, 
and  a  green-on-green 
computer-like  screen. 

3.  Be  sure  the  word 
processor  you  select  is 


Brand 

"C 


NO 


Brand 


YFS 


NO 


called  "software  programming,'  can 
enhance  your  word  processor  so  it 
can  perform  many  other  office  tasks. 

The  CPT  8000,  for  instance, 
can  also  be  used  to  prepare  your 
office  payrolls,  keep  ledgers,  handle 
inventory  and  bookkeeping,  and 
more.  Be  sure  the  word  processor 
you  choose  has  this  important  feature. 

There  are  more  things  to  look 
for  than  we  can  touch  on  here.  For  a 
thorough  explanation  of  word  pro- 
cessing, and  more  tips  on  what  to 
look  for,  send  for  our  free  booklet 
CPT  Takes  the  Mystery  Out  of 
Word  Processing. 


easy  to  use.  Look  for  things  like  a 
standard  keyboard,  and  plain  English 
commands.  The  CPT  8000  is  so 
easy  to  learn,  most  secretaries  will  be 
turning  out  actual  work  after  a  short 
period  of  instruction. 
4.  Plan  for  your  needs.  It  is  tempt- 
ing to  use  your  word  processor  as  a 
"fancy  typewriter"  just  because  your 
procedures  are  set  up  that  way. 
However,  a  relatively  new  feature, 


CPT 


Mail  to:  CPT  Corporation 

P.O.Box  17 

Minneapolis,  MN  55440 
I  d  like  to  know  more  about  word  processing  and 
the  CPT  8000.  Please  send  me  your  free  booklet 
CPT  Tikes  the  Mystery  Out  of  Word  Professing. 
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inghouse  presents  the  only  workable  solutlo 
America's  energy  problem: 


A  new  energy  mix. 
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Secure  and  adequate  energy 
essential  to  our  country's  i 
ture.  To  achieve  that  goal  4 
must  depend  on  a  combin 
tion  of  energy  soured 
Westinghouse  is  exploring  vj 
tually  every  technology  tl| 
may  become  a  part 
tomorrow's  energy  mix. 

Gasification: 

The  cleanest  most  efficient 
way  to  use  coal. 

Gasifying  coal  yields  a  del 
energy  source  that  can  be  us 
to  generate  electrical  pow 
Or  it  can  be  converted 
synthetic  fuels  that  substiti 
for  oil  and  natural  gas. 

Commercial  application 
coal  gasification  will  be  re) 
ized  in  the  80's.  Westinghou 
is  now  moving  this  technolo) 
from  the  pilot  plant  stage  ir 
the  marketplace.  Current  ev 
uations  by  the  United  Stal 
Department  of  Energy  she 


on 


I  el  Cells: 

|  liet,  compact,  nonpolluting 
|  wer  plants. 

ese  battery-like  power  de- 
es chemically  produce 
"Ctricity  from  fossil  fuel 
>es  without  burning  them. 

avoiding  direct  combus- 
n,  fuel  cells  are  expected  to 
nerate  electricity  at  45  per- 
il efficiency  compared  to 
percent  for  conventional 
al  burning  plants.  At  the 
ne  time,  fuei  cells  allow 
:ess  heat  to  be  recaptured 
other  uses.  Fuel  cells  are 
iet  and  nonpolluting. 
3ecause  they're  modular, 
ce!  Is  can  be  located  where 
energy  is  used.  Example:  a 
tl  energy  system  (electricity 
;r  i  heat)  for  a  large  building 
implex. 

„f.f  [A/estinghouse  has  devel- 
pd  a  high-efficiency  fuel  cell 
nt  that  utilizes  better  than 
percent  of  the  fossil  fuel 
5l  brgy  through  optimum  use 
the  heat  generated.  Com- 
rcial  demonstration  plants 
scheduled  for  the  mid 
30's. 
ar: 

items  to  heat  your  water 
■  here.  Systems  to  power 
ustry  are  being  developed. 

!»inion  surveys  show  that 
ny  people  believe  that  solar 
Lver  can  solve  al  I  our  energy 
>blems  in  the  near  future. 


Solar  will  help,  but  it  may  take 
25  years  before  there  is  a  sig- 
nificant impact  on  society. 

At  Westinghouse  the  devel- 
opment of  Solar  Photovoltaics 
is  our  most  important  solar 
activity.  The  technology  con- 
verts sunlight  directly  to  elec- 
tricity through  a  phenomenon 
which  occurs  when  sunlight 
strikes  certain  materials,  such 
as  silicon. 

The  Westinghouse  process 
is  the  most  efficient  in  produc- 
ingelectrical  power  per  square 
foot  of  photovoltaic  module. 

Westinghouse,  with  support 
from  the  two  largest  utilities  in 
California,  has  just  begun  op- 
eration of  its  first  pre-pilot  line 
for  the  development  and  fabri- 
cation of  high  efficiency  pho- 
tovoltaic modules. 

The  use  of  photovoltaics  is 
expected  to  proceed  from  spe- 
cialized, remote  applications 
that  exist  now,  through  resi- 
dential applications  in  the  late 
1980's,  to  centralized  power 
generation  in  the  1990's.  Cen- 
tral power  stations  will  require 
relatively  large  land  areas  (ap- 
proximately 0.4  square  mile 
for  100  megawatts).  However, 
the  average  house  could  ac- 
commodate sufficient  photo- 
voltaic modules  on  its  rooftop 
to  provide  60  to  80  percent  of 
its  energy  needs. 


Advanced  Nuclear  Programs: 

Westinghouse  is  actively  in- 
volved in  several  key  national 
advanced  nuclear  research 
programs.  The  breeder  reactor, 
for  example.  This  advanced 
nuclear  power  plant  offers  a 
tremendous  future  energy 
source.  It  extracts  60  times 
more  energy  per  ton  of  ura- 
nium than  current  nuclear 
reactors. 

Another  focus  of  research  at 
Westinghouse  is  controlled 
thermonuclear  fusion,  consid- 
ered to  be  a  primary  electric 
power  source  for  the  future. 
Fusion,  in  concept,  is  the  op- 
posite of  fission.  Instead  of 
splitting  the  atom,  two  atomic 
particles  are  fused  together.  In 
the  process,  mass  is  converted 
into  vast  amounts  of  heat 
energy. 

While  those  described  here 
represent  promising  new  tech- 
nologies, there  is  a  whole 
range  of  others  that  may  play 
integral  roles  in  tomorrow's 
mix.  Energy  sources  like  the 
Ocean  and  Geothermal, 
Wind,  MHD  (magnetohydro- 
dynamics),  Methane  Recov- 
ery, Hydrogen  Production  and 
others. 

We're  working  on  all  of 
them  to  identify  those  that  will 
be  important  energy  contribu- 
tors in  the  21st  century. 


g)  Westinghouse 

A  powerful  part  of  your  life. 


higher  production  costs  compared  with 
IBM,  NCR  and  others  who  dominated 
markets  for  electronic  cash  registers  and 
bank-teller  terminals. 

Right  now  Mettler  is  preparing  to 
bounce  back  from  another  mistake.  A 
decade  ago  TRW  could  have  bought  Da- 
tapoint,  at  that  time  a  cash-poor  office 
computer  terminal  maker.  Instead,  it 
chickened  out,  and  just  set  up  an  over- 
seas marketing  network  for  Datapoint 
products.  Today  the  overseas  Datapoint 
business  alone  grosses  about  $100  mil- 
lion a  year,  but  San  Antonio-based,  $319 
million  (revenues)  Datapoint  thinks  it 
can  do  better  and  is  canceling  out.  Next 
year  TRW  must  sell  part  of  its  overseas 
business,  called  Datacom,  back  to  Data- 
point.  But  don't  cry  for  TRW — the  ap- 
proximately $80  million  settlement  pay- 


ment will  come  in  handy  as  TRW  search- 
es for  new  businesses. 

"We  will  consider  acquisitions  next 
year,"  says  Mettler,  though  the  prospect 
of  spending  money  clearly  pains  him. 
Nevertheless,  he  is  prepared  to  buy  into 
the  growing  field  of  word-processing 
equipment  as  part  of  a  general  thrust  in 
office  products.  That's  a  very  crowded 
field,  to  be  sure,  with  IBM,  Xerox,  Wang 
Laboratories  and  diversified  interests  of 
cash-rich  Exxon  fighting  for  the  market 
of  the  future.  But  Mettler  isn't  entering 
the  business  just  to  supply  hardware. 
He's  entering  it  to  flesh  out  the  already- 
booming  repair  service  that  is  so  lacking 
today  in  the  office  equipment  field. 

The  way  Mettler  sees  it,  TRW  has  a 
3,000-person  field-service  organization 
ready  to  fix  almost  any  electronic  office 


system.  Mettler  wants  to  expand 
role  as  repairman,  for  its  own  prodi 
well  as  others.  The  potential 
could  be  huge.  Says  Mettler:  "Th 
vice  network  is  a  substantial  bus 
opportunity  for  TRW." 

Wall  Street  is  watching,  adi 
Philip  K.  Fncke  of  Rothschild,  | 
berg,   Towbin  predicts  TRW  ear 
next  year  could  jump  20%,  to 
$6.75  per  share,  propelled  by  imp 
margins  in  auto  parts  and  the  pr 
electronics    systems  business, 
stock  is  selling  at  roughly  8  times  i 
anticipated  earnings,  9  times  cu 
earnings.  Not  bad  these  days,  and  : 
outstanding  in  comparison  with  wj 
might  be  if  TRW  had  not  had  the] 
sight  on  energy  15  years  ago,  and  ] 
acted  on  it  in  the  intervening  yearsJ 
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Red-hot  Prime  Computer  may  still  be  out  front 
in  the  supermini  computer  race.  But  the  strain 
is  clearly  starting  to  show. 
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"We  knew  we 
couldn't  hold 
our  lead" 


By  Maurice  Barnf  ather 


We  don't  have  the  edge  we  had 
five  years   ago,"   says  Prime 
Computer  President  and  CEO 
Kenneth  G.  Fisher. 

He's  talking  about  selling  supermini 
computers — small  mainframes  known  as 
32-bit  machines  in  the  trade.  "Five  years 
ago  our  machines  gave  10  times  the  per- 
formance for  the  same  price;  now  it's  a 
2-to-l  price  performance  advantage," 
says  Fisher. 

For  a  smallish,  $153  million  (sales) 
company  whose  shares  trade  on  the 
NYSE  at  a  red-hot  43  times  earnings,  this 
is  a  worrying  admission.  For  the  first 
time  in  the  five  years  since  49-year-old 
Fisher  took  command  of  the  Natick, 
Mass.  outfit,  Prime  has  started  worrying 
about  the  big  hitters  of  the  computer 
world  like  Digital  Equipment  Corp.  and 
IBM.  "They're  getting  a  lot  of  orders," 
Fisher  says,  fingering  DEC's  recent  an- 
nouncement of  a  range  of  machines  de- 
signed to  compete  head-to-head  with 
Prime  in  the  engineering,  commercial 
and  scientific  markets. 
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Prime  is  no  pushover,  of  course.  Since 
Fisher  took  charge  in  1975,  sales  have 
risen  from  $11.4  million  to  $  1 53  million, 
net  income  from  $692,000  to  $16.9  mil- 
lion (a  compound  rate  of  89%),  with  mo- 
mentum enough  to  top  $20  million  this 
year  and  get  to  within  shouting  distance 
of  $30  million  in  1981. 

The  Prime  Computer  that  produced 
those  numbers  is,  however,  a  different 
company  from  the  Prime  Computer 
squaring  up  to  today's  opposition.  It  was 
a  technically  superior  company,  making 
a  superior  product,  but  in  search  of  the 
right  market.  Now  it's  a  marketing  com- 
pany selling  a  product  whose  edge  over 
the  competition  has  been  substantially 
eroded. 

Over  half  the  work  force  is  now  in 
marketing  as  opposed  to  5%  when  Fisher 
arrived.  This  is  just  what  one  would  ex- 
pect of  Fisher,  who  spent  ten  years  in 
sales  at  General  Electric  and  five  years  in 
marketing  at  Honeywell  before  quitting 
in  1975  in  a  row  over  how  much  effort 
should  go  into  promoting  Multics  during 
the  1974-75  recession.  (Multics  is  Hon- 
eywell's almost  tamper-proof  multi-user 


5.  but  als 
's  sale?  ai 
tsive  bunc 
|Bg  less  so. 

computer-operating  system.)  Eve!  maud 
why  hasn't  Prime  spent  more  on  pr<  ill  overseas 
ing  a  greater  technical  distance  bet 


Ken  Fisher,  president  of  Prime  Compute 
"Prime's  marketing  was  a  shamble 


its  products  and  the  opposition?  Da  ;s 


the  quality  and  range  of  the  product 
ter  more  than  the  pretty  packagil 
even  prettier  patter  of  the  salesman 
parently  not.  Says  Fisher:  "We  kne 
couldn't  hold  our  lead  because  we  at 
ed  attention,  no  question  about  it. ! 
used  the  time  to  construct  a  mark< 
oriented  company." 

Actually,  Prime  had  never  spent  i 
on  research  and  development.  The 
puter    software    product  techn 
around  which  the  company  was  fo 
in    1972   (by   ex-Honeywell   com  - 
men)  were  developed  at  MIT  and  N  was 
Prime  had  the  good  fortune  to  haM 
initial  and  most  costly  develop 
work  funded  by  someone  else,  m 
the  U.S.  taxpayer.  For  the  first  six 
of  its  corporate  life,  Prime  itself  ! 
just  $14.8  million  on  R&D,  thanM 
Uncle  Sam — an  incredibly  small  stj 
sum.  Only  in  the  last  two  years  h 
expenditure  on  R&D  joined  the 
world  and  come  up  to  the  industry 
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Of  the 
5  Great  Liqueurs 

in  the  world 
only  one  is  made  in 
America. 

Wild  Turkey  Liqueur. 


This  Christmas  give  America's  First  Great  Liqueur 

Wild  Turkey  is  the  "sippin' 
sweet  cream"  of  liqueurs,  made 
to  be  savored  slowly  after  dinner 
You've  tasted  the  great  liqueurs 
of  Europe.  Now  give  America's 
great  one -Wild  Turkey  Liqueur. 
Handsomely  gift-boxed. 


This  Holiday  season,  give 
the  first  great  liqueur  made 
in  America:  Wild  Turkey 
Liqueur,  created  in 
Kentucky  by  the  originators 
of  America's  first  native 
whiskey,  Wild  Turkey. 


NOTICE.  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE.  PLEASE  CONTACT  AUSTIN.  NICHOLS  &  CO  .  LAWRENCEBURG.  KY  80  PROOF 


c  Eastman  Kodak  Company.  191 


"How  long  did  you  say  you've  been  waiting 
for  the  repairperson  to  show  up?" 


Absence  might  make  the  heart  grow 
fonder,  but  it's  not  very  good  for  work  flow.  Waiting  is 
painful  and  expensive.  And  anything  that  bothers  you 
isn't  good  for  Kodak,  either.  That's  why  we  have  one 
Very  Important  Policy:  We  won't  sell  or  rent  a  machine 
unless  there's  a  full  complement  of  Kodak  service  peo- 
ple in  your  area,  at  the  ready.  Every  machine  with  our 
name  on  it  is  a  commitment.  Count  on  it. 

Write:  Eastman  Kodak  Company, 
CD0476  ,  Rochester,  N.Y  14650. 

Kodak  service:  Good  training, 
good  tools,  good  people. 


Kodak  Ektaprint  copier-duplicatoi 
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rry  Oppenheimer  seems  ready  to  expand 
worldwide  mining  empire.  There  s  a  wind- 
1  ahead  for  whoever  anticipates  his  moves. 


Prowling  the 
American  veldt? 


The  Streetwalker 


ONSOLIDATED  GOLD  FIELDS  LTD., 

the  big  London-based  mining 
house,  is  gearing  up  for  an  acquisi- 
To  fill  its  war  chest,  Consgold — 
27.5%  controlled  by  South  African 
ier  Harry  Oppenheimer — recently 
jnced  a  $430  million  rights  offering. 
:t  can  borrow  as  much  as  $1.5  bil- 
That  means  a  total  purse  of  $1.9 
jn,  though  Consgold  claims  it  won't 
the  limit  on  debt. 

icially,  the  $2.5  billion-a-year  corn- 
admits  only  to  shopping  "in  related 
."  But  eager  Wall  Streeters  scent  a 
•  tender  offer.  The  most  mentioned 
ver  candidates  are  ASARCO,  Inc., 
nont  Mining  Corp.  and  Phelps 
;  Corp.  Each  of  these  independent 
r  producers  has  domestic  oper- 
>  that  present  few  antitrust  con- 
fer Consgold,  which  already  has 
I  million  worth  of  U.S.  sales  in  steel, 
ete  and  drilling  rigs, 
lelps  Dodge  is  the  likeliest  target," 
Peter  Merner,  metals  analyst  for 
Rothschild,  Unterberg,  Towbin. 
i  no  big  shareholders  it's  almost 
in  orphan  in  the  American  veldt." 
|s  Dodge  also  has  a  49%  stake  in 
Mountain,  a  rich  new  South  Afri- 
lining  project.  Its  partner  Consgold 
1  reportedly  love  to  own  the  entire 
re.  Last  month  Phelps  Dodge  be- 
handsomer  still  by  agreeing  to  sell 
%  stake  in  Conalco,  a  marginally 
able  aluminum  producer, 
a  recent  price  of  under  $40  a 
-a  25%  discount  from  estimated 
value— Phelps  Dodge  has  a  market 
dization  of  $850  million.  With  sales 
1.3  billion,  it  is  the  second-largest 
:opper  producer,  just  behind  trou- 
f  Kennecott.  Even  at  a  bid  of  60,  a 
premium  over  market,  Phelps 
a  is  well  within  Consgold's  range. 
*vmont  is  considerably  more  expen- 
-and  more  than  just  a  copper  com- 
In  addition,  it  is  the  top  U.S.  gold 


Investor  Harry  Oppenheimer 

A  $1.9  bUIton  acquisition  kitty? 

producer,  with  an  annual  output  of 
360,000  ounces.  Each  $10  increase  in  the 
average  annual  gold  price  normally 
means  an  additional  8  cents  or  more  of 
per-share  earnings.  This  year  gold  will 
account  for  more  than  a  third  of  New- 
mont's  $200  million  or  so  in  profits.  Oil 
and  gas  are  attractive,  too.  Next  year 
Newmont's  expanding  operations  should 
net  well  over  $30  million.  The  company 
also  has  equity  in  foreign  mines,  includ- 
ing two  southern  African  properties.  All 
this  plus  Newmont's  stock  portfolio  is 
worth  at  least  double  its  under-$10-per- 
share  stated  value.  At  a  33%  premium 
over  its  market  price,  Newmont  would 
cost  $1.9  billion.  That  stretches  Cons- 
gold's  budget  a  bit,  but  the  company  could 
still  swing  an  uncontested  takeover. 

ASARCO  might  prove  almost  as  costly 
for  Consgold.  The  company  now  has  a 
market  value  of  $1.4  billion,  and  it  just 
agreed  to  buy  back  20%  of  its  stock  from 
Bendix  for  $335  million  to  remove  those 
shares  from  potentially  unfriendly  hands. 
What's  more,  with  its  big  stake  in  silver, 
ASARCO  recently  traded  at  nearly  $50 
per  share — more  than  10%  above  1980 
book  value. 

Still,  ASARCO's  49%  interest  in  Aus- 


tralian mining  giant  M.I.M.  Holdings 
Ltd.  could  be  a  powerful  attraction.  This 
investment  alone  is  worth  $44  per 
ASARCO  share,  and  this  year  the  com- 
pany's M.I.M.  profits  will  exceed  $100 
million.  Consgold  earns  about  as  much 
from  its  own  Australian  operations,  and 
buying  even  a  minority  stake  in 
ASARCO  offers  an  indirect  way  of  ex- 
panding down  under. 

Admittedly  all  these  hypothetical 
schemes  are  expensive.  As  far  as  the 
three  companies  are  concerned,  no- 
body's come  knocking.  But  there  may  be 
more  involved  than  Consgold's  historic 
desire  to  expand.  (In  1963,  for  example,  it 
overpaid  for  the  then-struggling  steel- 
maker American  Zinc.) 

Some  outsiders  see  the  fine  hand  of 
Harry  Oppenheimer  at  work.  In  a  "dawn 
raid"  in  February,  two  of  his  compa- 
nies— Anglo  American  Corp.  of  South 
Africa  Ltd.  and  De  Beers  Consolidated 
Mines  Ltd. — bought  a  potential  control- 
ling stake  in  Consgold.  At  first  Consgold 
was  furious,  but  Oppenheimer  now  has  a 
representative  on  Consgold's  board  and 
could  become  influential  with  Rudolph 
Agnew,  the  British  company's  46-year- 
old  chief  executive.  "Harry  may  be  whis- 
pering that  it's  time  to  join  the  big 
leagues,"  says  Thomas  Freeman,  mining 
analyst  at  London's  W.  Greenwell  &  Co. 
"I'm  sure  Consgold  is  only  too  happy  to 
listen." 

While  Consgold  executives  bristle  at 
the  suggestion  the  company  no  longer  is 
independent,  the  plain  fact  is  that 
through  it  Oppenheimer  now  has  his  fin- 
ger in  a  possible  $1.9  billion  acquisition 
kitty.  For  investors,  here's  the  bottom 
line:  There  are  three  independent  U.S. 
metals  producers  that  are  each  logical 
additions  both  to  Consgold  and  to  Har- 
ry's empire — if  not  in  entirety,  at  least 
through  major  minority  positions,  an 
Oppenheimer  trademark.  (Indeed,  that's 
how  he  controls  $25  billion  Engelhard 
Minerals  &.  Chemicals  and  Canada's 
Hudson  Bay  Mining  &.  Smelting.)  Right 
now  Wall  Street  isn't  enchanted  by  any 
of  these  companies,  because  of  slumps  in 
such  key  copper  markets  as  housing  and 
automobiles.  That  keeps  stock  prices 
down  and  makes  takeover  bids  all  the 
more  tempting. 

Harry  Oppenheimer  understands  all 
this  and  more.  He  also  revels  in  the 
grand  maneuver,  the  massive  financial 
masterstroke.  There  will  be  handsome 
rewards  for  whoever  anticipates  his 
next  move. — Thomas  Jaffe 

ITT  terrific? 

International  Telephone  &.  Telegraph 
Corp.,  rightly  or  wrongly,  may  be  the  last 
remaining  victim  of  Watergate.  In  1973 
rumors  of  attempts  to  overthrow  the 
Chilean  government  and  of  influence- 
peddling  at  home  to  settle  an  antitrust 
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suit  sent  its  shares  tumbling  from  over 
60.  After  an  earnings  decline,  they  bot- 
tomed out  at  12  in  1974  and  for  the  past 
five  years  have  traded  in  a  narrow  range 
around  30 — despite  the  fact  that  divi- 
dends have  doubled  and  earnings  per 
share  have  increased  by  almost  50%. 

ITT,  the  legendary  "Geneen  ma- 
chine," erstwhile  darling  of  investors, 
became  a  dull,  scandal-scarred  stock.  Its 
shares  have  even  failed  to  benefit  much 
from  the  current  rally  despite  a  record 
third  quarter  and  a  yield  of  more  than 
8% .  Therein  may  lie  an  opportunity. 

The  company  recently  hired  Ralph  D. 
Allen  from  Eastman  Kodak  to  promote 
its  stock  to  institutional  investors.  Allen 
is  carrying  this  message  to  Wall  Street: 
ITT,  under  new  Chairman  Rand  V.  Aras- 
kog,  has  solved  some  key  long-term 
problems  and  will  make  major  turn- 
arounds in  two  of  its  biggest  markets. 

First,  the  solutions  to  old  problems. 
Last  year  ITT  closed  a  troubled  Quebec 
pulp  mill,  taking  a  $2.32  per-share  write- 
off. The  consumer  electronics  business 
in  Europe,  which  lost  $40  million  in 
1979,  is  close  to  breaking  even.  And  Flor- 
ida real  estate  development,  where  the 
dream  was  once  to  build  a  city  as  big  as 
Minneapolis,  is  no  longer  a  large  drain. 
Also,  a  proposed  liberalization  in  ac- 
counting for  currency  fluctuations  may 
help  ITT  considerably.  Under  current 
strict  rules,  its  worldwide  exposure  will 
likely  penalize  1980  earnings  by  10%. 


ITT's  Rand  V.  Araskog 
Watergate's  last  victim? 


The  real  bright  spot,  however,  is  tele- 
communications. Such  sales,  largely  of 
telephone  switchgear  and  other  equip- 
ment in  Europe,  account  for  one-third  of 
ITT's  estimated  $18.5  billion  revenues 
for  1980.  More  efficient  production  there 
has  reduced  recent  earnings  because  of 
expensive  employee  terminations,  but 
now  business  should  grow  profitably  at 
close  to  15%  annually,  getting  a  special 
boost  from  the  U.S.  policy  of  encourag- 
ing competitors  to  AT&T.  Insurance  is 
another  plus.  ITT's  Hartford  Insurance 
Group  subsidiary  is  now  at  the  bottom  of 
the  property  and  casualty  cycle,  and  its 
rebound  late  next  year  should  coincide 
with  the  communications  gains. 

That  is  Allen's  pitch — and  there  are 


already  indications  that  some  an^ 
are  impressed.  "It's  going  to  take 
for  the  bigger  gains  to  come  througl) 
earnings  could  grow  to  about  $11 
share  in  1983  or  1984,"  says  CaJ 
Neves  of  Merrill  Lynch.  Even  in 
should  continue  to  sell  at  its  currentli 
tiple  of  6,  that  means  a  stock  price  I 
double  the  present  level.  Williai) 
Bucknell  Jr.  of  Fourteen  Research  1 
sees  a  similar  price  increase.  "Evenj 
conservative  numbers,  we  justify  a 
preciation  of  20%  annually  over  th{) 
three  years,"  he  explains.  Given  a  h 
price/earnings  multiple,  of  course, 
could  even  become  a  $100  stock. 

Even  though  a  few  Wall  Streetel 
faintly  beginning  to  hum  its  praises 
is  still  a  stock,  however,  that  manj 
fessionals  avoid.  Its  42%  institul 
ownership  is  lower  than  the  equiv 
figure  for  many  companies  its  size.  | 
when  the  good  word  starts  to 
through  The  Street,  there  could  be  11 
institutional  interest.  With  115  mi 
shares  outstanding,  ITT  is  the  kii 
stock  the  big  pension  plans  and 
trust  departments  can  love;  they  ca] 
it  in  huge  quantities  without  distu 
the  market.  Meanwhile,  downside  i 
minimal.  ITT  boasts  a  secure  8% 
and  sells  for  a  1 7%  discount  on  its  u 
stated  book  value.  There  may  be  a 
risk,  high-reward  opportunity  in  ws 
for  the  big  money  boys  to  rediscov 
potential. — Robert  J.  Flaherty 


Full  disclosure  at  the  earliest  possible  moment 
is  always  a  worthy  goal — except  when  it  tips 
your  hand  to  the  opposition. 


The  breaking  point 


By  Thomas  Baker 


IN  THE  AFTERMATH  of  the  tragic 
MGM  Grand  Hotel  fire,  Perm  Cen- 
tral backed  away  abruptly  from  its 
proposed  acquisition  of  GK  Technol- 
ogies, a  subsidiary  of  which  had  done 
much  of  the  hotel  wiring.  The  basic  rea- 
son PC  pulled  out  of  the  deal  was  uncer- 
tainty regarding  the  magnitude  of  legal 
claims  that  might  result  from  the  fire.  Of 
course,  GK  Technologies  has  insurance 
it  considers  adequate  for  such  contingen- 
cies. But  with  84  dead  and  estimates  of 
potential  claims  running  above  $1  bil- 


lion, that's  the  kind  of  risky  takeover 
any  sensible  acquisitor  thinks  hard  about 
making. 

In  the  past,  actually,  Penn  Central 
might  have  been  willing  to  risk  it.  After 
all,  the  lawsuits  would  take  years  to  re- 
solve and  the  accounting  rules  allowed 
you  to  take  such  losses,  state  them  retro- 
actively and  amortize  them  over  a  num- 
ber of  years.  But  with  the  brand  new 
FASB  Statement  38,  they  would  no  long- 
er have  been  able  to  do  that.  FASB  38 
most  likely  would  have  forced  Penn  Cen- 
tral to  estimate  the  liabilities  resulting 
from  the  fire — a  difficult  task  in  itself — 


Numbers  Game 


and  recognize  them  immediately  as 
of  the  purchase  price.  If  it  had  tume 
later  that  PC  had  guessed  wrong 
difference — positive  or  negative — vf 
have  been  charged  to  earnings  in  the 
the  court  made  its  decision. 

FASB  Statement  38  is  quite  j 
tougher  than  the  old  rules,  which  pe 
ted  companies  to  treat  legal  decii 
that  went  against  acquired  subsid 
as  retroactive  increases  in  the  pur 
price.  In  The  Signal  Cos.'  1979  a) 
report,  for  example,  Signal  acknowli 
that  its  UOP  subsidiary  faced  pot« 
claims  of  over  $200  million  resu| 
from  work  done  on  John  Shaheen 
fated  Come-By-Chance  refinery  in 
foundland.  But  Signal  wasn't  wc 
about  a  sudden-death,  $200  m: 
charge  against  earnings  in  future.  S 
just  calmly  noted  that  any  losses 
tained  at  UOP  would  be  added  ret 
tively  to  the  purchase  price  and  i 
tized  through  1990. 

"What  Statement  38  will  do  is 
companies  to  be  a  little  more  rea 
and  record  some  of  these  potential  ffl 
ities  earlier,  as  opposed  to  just  putti; 
the  day  of  reckoning,"  says  Erru 
Whinney  partner  Denny  Beresford. 
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Introducing  Gold  Reserve. 
By  Bacardi  of  course. 


Now  there's  something 
special  for  rum  drinkers  who 
want  something  more,  some- 
thing luxurious. 

That  something  is  Bacardi 
Gold  Reserve  rum,  the 
premium  sipping  rum  from 
Bacardi.  It's  so  smooth,  mel- 
low and  rich,  you'll  only  want 
to  sip  it  neat  or  on  the  rocks. 

After  all,  doesn't  a  rum 
drinker  deserve  a  taste  of 
luxury  as  much  as  a  Scotch 
or  Canadian  drinker? 


Impact  of  HealtHa 


Growing  recognition  of  possible  health 
hazards  in  the  job  environment  is  leading 
to  a  rise  in  workers'  compensation  claims 
and  to  higher  operating  costs  for  coiti' 
panies  striving  to  reduce  such  hazards* 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


When  a  new  employee  of  a 
company  starts  work  in  the  not- 
too-distant  future,  he  or  she  may 
be  given  two  booklets.  The  first 
will  be  the  familiar  material  de- 
scribing the  company  and  its  bene- 
fits. The  second  will  outline  the 
possible  hazards  of  the  job,  includ- 
ing the  toxic  and  harmful  agents  to 
which  the  employee  may  be  ex- 
posed, together  with  the  precau- 
tions to  be  taken  against  them. 

If  this  should  come  about,  it 
will  be  one  result  of  a  new  wave  of 
public  consciousness  of  occupa- 
tional hazards-the  health  risks  as- 
sociated with  employment.  It  has 
become  clear  that  there  are  many 
more  toxic  substances  in  places  of 


employment  than  were  formerly 
recognized.  As  a  result,  a  number 
of  diseases  afflicting  workers  are 
turning  out  to  be,  at  least  in  part, 
job-induced.  At  the  same  time, 
the  employer's  responsibility  to 
maintain  a  healthy  working  envi- 
ronment is  adding  to  operating 
costs,  reflecting  the  expenses  of 
such  measures  as  monitoring  air 
quality. 

Long  time  lags 

It  is  estimated  that  there  may 
be  as  many  as  200,000  chemical 
compounds  in  working  environ- 
ments today,  the  great  majority  in- 
troduced since  World  War  II.  In 
fact,  new  chemical  substances  are 


currently  appearing  in  industry  at 
the  approximate  rate  of  one  every 
twenty  seconds. 

Since  a  long  time  period  is  re- 
quired for  the  manifestation  of 
many  occupational  diseases,  an- 
other twenty  years  may  be  needed 
to  determine  whether  the  chemi- 
cals introduced  in  the  1960s  alone 
are  hazardous.  For  example,  al- 
though the  first  polyvinyl  chloride 
plant  was  built  in  1938,  the  first 
cases  of  liver  cancer  linked  to  PVC 
were  not  discovered  until  nearly  35 
years  later. 

Changes  are  also  taking  place 
in  the  legal  definition  of  occupa- 
tional disease.  This  term  has  tradi- 
tionally excluded  all  ordinary 
diseases  to  which  the  general  pub- 
lic is  exposed.  But  in  recent  years  a 
number  of  states,  including  Cali- 
fornia and  Connecticut,  have 
amended  their  workers'  compensa- 
tion codes  to  include  "cumulative 
injury"  as  part  of  occupational  dis- 
ease. This  tends  to  make  an 
employer  liable  should  any  contin- 
uing circumstance  of  employment 
play  a  part  in  an  illness  of  any  kind. 
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For  example,  all  costs  of  a  cu- 
mulative injury  claim  for  job- 
related  emphysema  may  be 
charged  to  the  employer  even 
though  a  three-packs-a-day  smok- 
ing habit  may  have  been  a  major 
contributing  cause  of  the  condi- 
tion. Thus  employers  may  bear  a 
large  burden  for  disabilities  which 
are  caused  at  least  in  part  by  non- 
job-related  factors. 

A  flood  of  claims 

Application  of  the  cumulative 
injury  doctrine  has  opened  the  way 
to  a  steady  increase  in  this  type  of 
ciaim.  Many  are  filed  by  workers  at 
or  near  retirement  age  who  do  not 
expect  to  continue  to  work.  And 
the  great  majority  of  cases  entail 
expensive,  time-consuming 
litigation. 

If  current  trends  in  cumulative 
injury  continue  unabated,  a  recent 
major  study  indicates  that  they 
may  jeopardize  the  entire  workers' 
compensation  system.  Among  the 
possible  consequences  will  be  more 
litigation,  widespread  compensa- 
tion for  non-work-related  disabili- 


ties, and  substantially  higher 
average  cost  per  claim. 

Holding  down  hazards 

Meanwhile,  strides  are  being 
made  in  the  detection,  evaluation 
and  control  of  environmental  haz- 
ards in  the  workplace.  In  addition 
to  chemicals  which  may  be  toxic- 
particularly  in  the  form  of  airborne 
dusts,  gases,  fumes  and  vapors- 
such  hazards  as  noise,  vibration, 
radiation  and  temperature  ex- 
tremes are  being  more  successfully 
controlled  today. 

Under  the  Occupational  Safety 
and  Health  Act  (OSHA),  stan- 
dards have  been  adopted  which 
specify  the  maximum  allowable 
airborne  concentrations  for  hun- 
dreds of  toxic  materials  encoun- 
tered in  the  work  environment. 

To  comply  with  these  stand- 
ards, periodic  monitoring  of  the 
work  environment,  involving  reli- 
able laboratory  analysis  of  air  sam- 
ples, may  be  required  by  many 
industries .  This  work ,  like  the  con- 
trol of  occupational  health  hazards 
generally,  lies  in  the  field  of  indus- 


'  When  a  worker 
!  needs  a  friend 


\i  initial  report  of  any  occupational  disabil- 
y  indicates  that  the  disability  is  likely  to  ex- 
three  weeks,  it  is  often  highly  beneficial 
registered  nurse  specializing  in  rehabilita 
Ito  make  early  personal  contact  with  the 
ed  worker  to  determine  if  rehabilitation 
;dures  could  speed  recovery, 
i   Irhis  procedure  is  recommended  by  Inter- 
>nal  Rehabilitation  Associates,  an  INA 
Dany,  based  on  observation  of  tens  of  thou 
s  of  disability  cases-many  involving  occu- 
nal  disease. 
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trial  hygiene  and  is  proving  increas- 
ingly indispensable  to  industry. 

Professional  industrial  hygien- 
ists  are  among  the  workers'  com- 
pensation loss  control  specialists  at 
the  Loss  Control  Division  of  the 
Insurance  Company  of  North 
America,  an  INA  company.  In  ad- 
dition, INA  maintains  a  labora- 
tory, accredited  by  the  American 
Industrial  Hygiene  Association, 
which  specializes  in  the  detection 
and  analysis  of  chemical  hazards. 
INA  has  the  capacity  to  develop 
comprehensive  loss  control  pro- 
grams tailored  to  specific  needs. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
business  for  combating  occupa- 
tional health  hazards,  typifies 
INAs  comprehensive  approach  to 
increasingly  sophisticated  insur- 
ance and  risk  management 
problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
Current  trends  in  political  risk  in- 
surance, write  INA,  1606  Arch 
Street,  Philadelphia,  PA  19101. 

INIV 

fhe  Professionals 


makes  Williams  worth  watching  in  the ?  80s. 

The  Williams  Companies  invested  nearly  one  and  one-half  billion  dollars  during 
the  '70s  to  develop  and  improve  its  leadership  positions,  and  it's  paying  off  with  signifi- 
cantly increased  earnings.  Our  Agrico  Chemical  Company  was  expanded  and  devel- 
oped into  one  of  the  world's  largest  and  most  cost-effective  miners,  manufacturers  and 
marketers  of  chemical  fertilizers.  Our  Williams  Exploration  Company  was  built 
from  scratch  into  a  successful  oil  and  gas  exploration,  development  and  transportation 
firm  with  substantial  production  and  an  enviable  inventory  of  undeveloped  leases. 
Our  Williams  Pipe  Line  Company  increased  capacity,  broadened  service  lines 
and  lengthened  its  pipeline  system  -  already  the  world's  largest  independent  common 
carrier  system  -  to  8,500  miles.  We  acquired  a  27.5  percent  interest  in  the  nation's 
largest  coal  producer,  Peabody  Coal  Company.  And,  we 
increased  the  assets  of  our  Edgcomb  Metals  Company  nearly 
seven-fold,  making  it  one  of  the  largest  independent  owners  and 
operators  of  metals  service  centers  in  the  United  States. 


In  addition  to  its  leadership  positions.  Williams'  corporate  balance,  financial  flexibility 
and  increased  earnings  make  "Williams  worth  watching  in  the  '80s. "  Learn  more  about 
Williams  (WMB-NYSE)  by  writing  L.  R.  Francisco,  manager-investor  relations.  The 
Williams  Companies.  One  Williams  Center.  Tulsa.  OK  74172. 

THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

.Agrico  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 
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Numbers  Game 


Iret  that  the  new  ruling  will  allow 
panies  to  sock  away  a  little  nest  egg 
pe  future.  After  all,  if  you  wind  up 
lig  out  less  than  the  amount  you 
red,  the  difference  is  a  nice  addition 
Icome.  "Now,  the  safer  you  play  it, 
better  chance  you'll  have  a  little 
Ion  in  the  future,"  says  Arthur  R. 
'  t,  a  partner  at  Arthur  Andersen, 
i.ybe,  but  how  many  companies  will 
lling  to  tip  their  hands  to  the  oppos- 
,awyers  as  to  how  much  they  are 
,  ig  to  pay  on  the  claims?  "When  you 
S)se  that  you're  setting  aside  X  dol- 
jor  a  lawsuit,  that  means  you  may 
j  to  pay  out  X  dollars,"  says  Steven 
lb,  a  partner  with  Deloitte  Haskins 
[lis.  "That's  the  kind  of  disclosure 
Janies  may  not  want  to  make." 
e  likely  result  is  a  compromise: 
ames  will  make  estimates  of  losses 
ted  from  lawsuits,  but  they'll  un- 
te   expected   losses.    That  way 
1  have  some  sort  of  reserve  if  they 
ut  won't  have  tipped  their  hand  to 
igators  as  to  their  breaking  points, 
closure  goes,  it  may  not  be  totally 
tforward — but  shareholders  may 
e  a  company  for  being  practical. 

A  further  retreat? 

ng  the  so-called  auditor's  letter  in 
ual  report  gives  you  the  impres- 
hat  there  is  some  omniscient  force 
ting  your  interests,  and  guarantee- 
at  protection  with  a  nicely  sculpted 
ure.  But,  of  course,  this  is  wrong, 
and  time  again,  accountants  are 
to  admit  that  in  reality  they  can't 
ain  the  whole  truth.  All  they  can 
ntee  is  that  management's  version 


of  the  truth  has  been  gathered  and  pre- 
sented according  to  generally  accepted 
procedures — a  far  different  matter. 

So  how  can  accounting  firms  continue 
to  sign  a  statement  that  seems  to  prom- 
ise more  than  it  delivers?  Well,  hence- 
forth they  may  not  have  to.  The  Ameri- 
can Institute  of  Certified  Public  Accoun- 
tants has  proposed  a  new  "standard 
report"  that  drastically  alters  the  audi- 
tors' tone  and  message.  The  new  para- 
graphs confess  quite  clearly  that  an  audit 
is  only  an  audit,  not  a  guarantee. 

The  proposal  is  now  encountering  a 
barrage  of  criticism  from  the  accounting 
profession.  Many  accountants  simply 
don't  like  to  appear  to  be  doing  less  than 
you  thought  they  were.  Bob  Hampton,  a 
partner  at  Price  Waterhouse,  authored 
that  firm's  newsletter  attack  on  the  pro- 
posal. Says  Hampton:  "It's  supposed  to 
clarify  the  extent  of  our  responsibility 
and  we  don't  think  it  does  a  one  bit 
better  job  than  the  old  report.  It  sounds 
like  we're  trying  to  retreat  even  further, 
and  take  even  less  responsibility." 

While  the  new  letter  involves  no 
changes  in  the  auditing  process  or  in 
anyone's  legal  responsibility,  the 
changes  do  add  up  to  a  significantly  dif- 
ferent impression  (see  box).  First,  the  re- 
port points  out — rightly — that  the  finan- 
cial statements  are  put  together  by  the 
company.  It. admits  that  audits  don't 
guarantee  complete  accuracy,  much  less 
any  firm  protection  against  fraud  (Num- 
bers Game,  Dec.  24,  1979).  It  replaces  the 
"examined"  with  "audited,"  apparently 
to  dispel  any  visions  of  green-visored  in- 
spectors. It  tries  to  explain  how  accoun- 
tants "test"  records  and,  perhaps  most 
controversially,  drops  the  word  "fairly" 
in  describing  how  the  statements  de- 
scribe the  company's  affairs. 

Objections?  For  starters,  Price  Water- 


house's  Hampton  is  opposed  to  any  men- 
tion of  management.  "We  don't  think 
it's  appropriate  or  fitting,"  says  Hamp- 
ton. "I  wouldn't  want  them  to  talk  about 
my  responsibility  in  their  report."  Al- 
though he  concedes  that  people  don't 
really  know  what  an  audit  can  and  can't 
do,  he'd  rather  not  get  into  that  in  the 
report.  "A  lot  of  people  think  we're  grub- 
bing around  for  that  dime  that  was  stolen 
out  of  petty  cash.  That's  not  an  audit. 
But  the  new  version  almost  sounds  as 
though  we're  trying  to  back  away  from 
any  responsibility  to  find  'material  mis- 
statements,' and  that's  horrible.  Maybe 
we  need  a  little  book  that  familiarizes 
people  with  the  profession.  The  thing  not 
to  do  is  hack  around  with  the  report." 

"That's  reaching  pretty  far  to  come  up 
with  a  reason  for  doing  nothing," 
counters  Douglas  Carmichael,  the 
AICPA's  vice  president  for  auditing. 
With  over  200  letters  on  the  proposal 
already  on  his  desk,  he  is  braced  for 
point-by-point  attacks.  "Our  study  group 
was  concerned  that  the  only  report  any- 
where near  the  financial  statements  was 
the  auditor's.  They  thought  that  led  to 
substantial  confusion  as  to  whose  finan- 
cial they  were.  Saying  there's  no  abso- 
lute assurance  is  just  a  description  of 
something  that  is  widely  accepted.  As 
for  'fairly,'  I  think  you'd  be  hard  pressed 
to  find  many  accountants  who  would 
argue  that  'fairness'  is  a  particularly  in- 
formative word." 

Sounds  like  haggling  over  little  words. 
But  the  issue  at  stake  is  more  than  the 
fate  of  a  little-read  appendix.  The  reason 
auditors  look  at  annual  reports  in  the 
first  place  is  to  make  sure  the  company  is 
described  in  a  clear  and  complete  way. 
Wouldn't  it  be  an  irony  to  avoid  applying 
that  same  criterion  to  the  only  thing  in 
the  report  they  really  write? 


Sounds  like . . . 


Current  Form 
Auditor's  Standard  Report 

have  examined  the  balance  sheet  of  X  Company  as  of 

December  31,  19XX,  and  the  related  statements  of 
ome,  retained  earnings  and  changes  in  financial  position 

the  year  then  ended.  Our  examination  was  made  in 
ordance  with  generally  accepted  auditing  standards  and, 
ordingly,  included  such  tests  of  the  accounting  records 

such  other  auditing  procedures  as  we  considered  neces- 

in  the  circumstances. 

our  opinion,  the  financial  statements  referred  to  above 
sent  fairly  the  financial  position  of  X  Company  as  of 
December  31,  19XX,  and  the  results  of  its  operations 
the  changes  in  its  financial  position  for  the  year  then 
ed,  in  conformity  with  generally  accepted  accounting 
ciples  applied  on  a  basis  consistent  with  that  of  the 
ceding  year. 


Proposed  Form 
Independent  Auditor's  Standard  Report 

The  accompanying  balance  sheet  of  X  Company  as  of  (at) 
December  31,  19XX,  and  the  related  statements  of  income, 
retained  earnings  and  changes  in  financial  position  for  the 
year  then  ended  are  management's  representations.  An 
audit  is  intended  to  provide  reasonable,  but  not  absolute, 
assurance  as  to  whether  financial  statements  taken  as  a 
whole  are  free  of  material  misstatements.  We  have  audited 
the  financial  statements  referred  to  above  in  accordance 
with  generally  accepted  auditing  standards.  Application  of 
those  standards  requires  judgment  in  determining  the  na- 
ture, timing  and  extent  of  testing  and  other  procedures,  and 
in  evaluating  the  results  of  those  procedures. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  the  financial  position  of  X  Company  as  of  (at) 
December  31,1 9XX,  and  the  results  of  its  operations  and  the 
changes  in  its  financial  position  for  the  year  then  ended  in 
conformity  with  generally  accepted  accounting  principles. 
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While  the  Dow  flirts  with  1000  and  many 
stocks  sell  well  above  book  value,  undervalued 
wallflowers  are  still  up  for  grabs. 


The  shy  ones 


Statistical  Spotlight 


By  Steve  Kichen 


In  the  wake  of  the  recent  rally,  hun- 
dreds of  stocks  have  crashed  through 
their  52-week  highs.  The  broadly-based 
Wilshire  index  is  up  28%  since  the  be- 
ginning of  the  year,  and  the  Dow  indus- 
trials are  up  18%. 

With  the  air  strong  with  the  smell  of 
bull  we  began  to  wonder  if  there  were 
some  companies  that  were  missing  out 
on  the  action.  Could  one  still  find  Ben 
Graham-type  fundamental  value  in  the 
present  market?  We  asked  Norman 
Weinger,  of  Oppenheimer  and  Co.,  if  he 
would  apply  his  "triple  sixes"  computer 
screen  to  ferret  out  the  presence  of  any 
undervalued  stocks. 

To  make  it  past  Weinger 's  screen,  a 
stock  must  meet  three  criteria: 


1 .  Sell  at  a  P'E  multiple  of  6  or  less. 

2.  Yield  6%  or  more. 

3.  Sell  at  60%  or  less  of  book  value. 
Out  of  over  4,000  stocks  listed  on  the 

NYSE,  Amex  and  o-t-c,  fewer  than  80 
stocks  popped  up  on  Weinger's  printout. 
That's  little  more  than  half  the  compa- 
nies that  qualified  last  year,  another  good 
indication  that  the  market  as  a  whole  is 
up  and  that  there  are  fewer  remaining 
bargains. 

The  stocks  listed  below  are  cheap.  The 
average  earnings  multiple  of  the  group  is 
4.5,  vs.  9.8  for  the  S&P's  400.  On  average 
the  group  sells  at  a  50%  discount  from 
book.  So  for  every  buck-you  plunk  down 
for  these  companies  you  are  getting 
around  $2  worth  of  assets.  You  also  get  a 
high  average  yield  of  8.3%. 

Naturally,  our  list  is  dominated  by  in- 


dustries that  have  fallen  out  of  ra 
favor:  utilities,  textiles,  consume 
ented  companies  and  banks.  But 
are  also  some  surprises:  N.V.  Philip 
example.  The  Dutch  electronics 
presently  sells  at  a  P/E  of  4.1  and 
maior  stake  in  a  laser-based  vii 
system.  Then  there's  Reynolds  M  J^ted 
which  sells  for  less  than  4  times  ear  juiian 
despite  excellent  long-range  prospex  jocHm 
aluminum.  Another  list  member, 
recently  introduced  a  revolutionary 
writer  and  has  recently  resolved  a 
proxy  fight. 

There  are  dozens  of  banks  on  tru 
selling  at  stick-up  prices,  of  course 
cern  over  deregulation  and  the  in 
rate  squeeze  has  hurt  bank  stocks 
low  stock  prices  of  major  banks  al 
fleet  investor  fears  over  the  quali 
loans  made  to  the  less-developed 
tries.  But  the  American  banking  in( 
is  not  likely  to  be  replaced  by  fa 
imports.  And  banks  have  histor 
sold  above  book  value. 

A  particularly  interesting  stoj 
Manufacturers  National.  It  sells  at 
of  only  3.8,  giving  it  an  earnings  yi 
the  reciprocal  of  P  E — of  26%.  It 
offers  a  dividend  yield  of  10%  aj 
recent  market  price,  $22,  is  less  tha 
of  its  $50  per-share  book  value, 
many  banks,  a  good  part  of  this 
value  is  backed  up  by  real  estate  as 

Our  wallflower  list  may  seem 
first  glance,  but  like  many  other  t 
in  life,  appearances  may  be  dece 
What  really  counts  is  appreciation 
tial  and  yield.  If  you  still  believe 
Graham's  theory  that,  as  a  grou 
P/E,  undervalued  stocks  eventually 
perform  the  market,  then  this  cou  * 
the  time  to  introduce  yourself  to  so 
our  wallflowers. 
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Anyone  want  to  dance? 
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The  1980  market  surge  has  left  these  76  undervalued  wall- 
flowers behind.  Almost  half  of  these  companies  are  banks. 


Each  stock  listed  below  has  a  price/earnings  ratio  of  6 
less,  yields  over  6%  and  sells  for  under  60%  of  book  vali 


*H\ati« 
n*  Metal 

Consol  \i 
Milan  i  ( 
I 

nmnt 
«\ 

■5 
<liBmtw> 

f^hopG 

*»«  Ho  j 

WlevBa, 
JlmevB; 
*Stott 

»ad&lo 
"Aotth 


Price 

Latest 

range 

12-month 

1975 

Price/ 

earnings 

Recent 

to 

earnings 

per 

Current 

Indicated 

Book 

Price/ 

Debi 

Company 

price 

present 

ratio 

share 

yield 

dividend 

value 

book 

equit 

Amerace 

20 

32I/4-131/4 

5.4 

$3.72 

6.6% 

$1.32 

$44.34 

0.45 



50. 

American  Fletcher 

17 

32  -13Va 

4.0 

4.24 

7.3 

1.24 

33.44 

0.51 

NJ 

American  Water  Works 

11  Va 

147/8-  8% 

4.7 

2.42 

8.5 

.0.96 

29.16 

0.39 

230. 

Ameritrust 

29% 

38  -21 

4.8 

6.27 

9.1 

2.72 

57.43 

0.52 

NJ 

Atlanta  Gas  Light 

15 

17'/8-  9Vi 

5.2 

2.89 

11.2 

1.68 

25.89 

0.58 

138.! 

Banco  Popular  de  Puerto  Rico 

23% 

263/4-ll% 

3.0 

7.77 

6.2 

1.45 

40.83 

0.57 

12. 

Bank  of  New  York 

33% 

43 14 -24  Vi 

4.4 

7.66 

8.9 

3.00 

60.24 

0.56 

10. 

Bank  of  Virginia 

12% 

17%-  9Vi 

4.8 

2.65 

9.1 

1.16 

26.55 

0.48 

N 

Baybanks 

34V8 

361/2-2114 

4.1 

8.35 

8.2 

2.80 

59.24 

0.58 

10. 

Blessings 

7% 

10'/4-  3'/« 

4.6 

1.69 

8.5 

0.66 

14.73 

0.53 

72. 

CBT 

23V2 

25%-13 

3.9 

6.04 

8.5 

2.00 

40.61 

0.58 

N 

Chelsea  Industries 

8% 

14'/2-  4S/8 

5.5 

1.52 

7.2 

0.60 

18.66 

0.45 

84. 

Chemical  New  York 

39% 

47'/s-26 

3.8 

10.41 

8.7 

3.48 

78.19 

0.51 

nJ 

Cluett,  Peabody 

lO-Vg 

14%-  314 

5.7 

1.83 

6.6 

0.68 

22.71 

0.46 

49. 

Commerce  Bancshares 

22  Va 

26  -14% 

4.6 

4.80 

7.2 

1.60 

42.12 

0.53 

nJ 

FORBES,  DECEMBER  2 


Price 

Latest 

range 

12-month 

1975 

Price/ 

earnings 

Recent 

to 

pom  in  oc 

per 

t_urrent 

i 

Indicated 

Book 

Price/ 

\\..Y\t  1 

ueDi/ 

t  npany 

price 

present 

ratio 

share 

yield 

dividend 

value 

book 

equity 

{immunity  Public  Service 

14'/« 

1  T  1/. 
LL/x 

1  17/ 

4.6 

$3.10 

13.3% 

$1.88 

$26.05 

0.54 

148.0% 

(insolidated  Edison 

22% 

2.3  /B 

—    /  /2 

4.7 

4.80 

11.9 

2.68 

44.39 

0.51 

96.6 

(urtaulds  Ltd  ADR 

1% 

3% 

-  l'/4 

4.9 

0.33 

10.9 

0.18 

3.55 

0.47 

66.9 

t  iddock-Terry  Shoe 

11 '/2 

13'/4 

-  3% 

5.3 

2.18 

6.6 

0.76 

20.47 

0.56 

34.0 

<  impton  Co 

22% 

35% 

-  5Vi 

4.2 

5.42 

7.9 

1.80 

48.71 

0.47 

43.5 

liwley,  Milner  &  Co 

9% 

1U  /8 

2.3 

4.06 

'8.0 

0.75 

26.57 

0.35 

62.9 

ma  River 

16'/4 

in 
zu 

—    H  /4 

4.5 

3.64 

6.9 

1.12 

33.64 

0.48 

42.1 

£  hvood  Foods 

14% 

14% 

-  5% 

3.7 

4.01 

6.2 

0.92 

27.18 

0.54 

5.1 

t'TROITBANK 

223/s 

29% 

-1 1  Vs 

4.6 

4.89 

8.9 

2.00 

38.99 

0.57 

6.3 

f  timark 

9 

14 'A 

-  7% 

5.2 

1.72 

10.7 

0.96 

28.49 

0.32 

32.8 

I  elity  Union  Bancorp 

28 

OZ)  /ft 

— Z4  78 

4.5 

6.18 

10.0 

2.80 

52.  j  4 

0.54 

6.0 

i^t  &  Merchants 

20 

J  /I  1/. 

4.1 

4.88 

8.8 

1.76 

38.99 

0.51 

22.2 

t  National  Boston 

33 

35 

-r9 

4.0 

8.27 

6.7 

2.20 

57.26 

0.58 

56.3 

;t  Natl  State  Bancorp 

22% 

26% 

-16% 

4.6 

4.84 

9.8 

2.20 

39.41 

0.57 

25.5 

it  Union  Bancorporation 

20'/4 

22% 

-11% 

4.6 

4.38 

7.9 

1.60 

33.70 

0.60 

NA 

t  Wisconsin 

28 

i  a  v. 

ZV  74 

1  1  7A 

4.6 

6.07 

6.7 

1.88 

48.64 

0.58 

NA 

jrd 

23% 

*)  73A 
Z  /  74 

1  ^  3A 

3.7 

6.29 

8.6 

2.00 

44.98 

0.52 

NA 

sser  Brothers 

7% 

13 

-  3'/g 

5.6 

1.29 

6.6 

0.48 

14.36 

0.50 

9.7 

i;  niteville 

12'/2 

17% 

-  6% 

3.8 

3.31 

8.0 

1.00 

23.62 

0.53 

28.5 

ii  ater  Jersey  Bancorp 

14'/8 

15'/8 

-  9% 

4.0 

3.54 

9.2 

1.30 

28.64 

0.52 

54.0 

i  ris  Bankcorp 

23 '/s 

lOJU 
oy  vh 

T)  I/. 
--ZZ  - 

4.5 

5.15 

8.7 

2.00 

51.16 

0.45 

0.7 

:t  Schaffner  &  Marx 

14'/2 

1  A 
1  O 

r:  1A 

5.6 

2.60 

6.9 

1.00 

26.43 

0.55 

24.5 

;tford  National 

18% 

20  Vz 

-11 

4.4 

4.29 

8.6 

1.60 

32.43 

0.58 

39.4 

ghts  Finance 

6 

-  2% 

4.2 

1.42 

7.3 

0.44 

15.44 

0.39 

559.9 

itage  Bancorporation 

127/g 

16Vs 

-  9% 

3.8 

3.37 

9.9 

1.28 

22.24 

0.58 

15.2 

itington  Bancshares 

28 

3  1  1A 

—  14 

4.3 

6.50 

7.1 

2.00 

47.62 

0.59 

15.4 

1  ndustries 

33 

OO 

i  n  ja 

-1U  /4 

6.0 

5.53 

6.1 

2.00 

70.67 

0.47 

99.7 

ler 

24 

24 

-13'/2 

5.6 

4.26 

6.7 

1.60 

40.48 

0.59 

31.4 

;  Banks 

13'/2 

15'/2 

-  9% 

4.1 

3.30 

8.9 

1.20 

27.45 

0.49 

NA 

:oln  First  Banks 

21% 

28  Vi 

-15'/2 

3.9 

5.54 

9.3 

2.00 

52. 1 1 

0.41 

NA 

I  ne  Public  Service 

15 

ZU  72 

-  y 

5.1 

2.94 

12.8 

1.92 

27.68 

0.54 

137.5 

liufacturers  Hanover 

28% 

A  1  3/. 
4  1  78 

— Z4/4 

4.3 

6.68 

8.8 

2.52 

50.07 

0.57 

58.0 

mfacturers  National 

22 

30% 

-13% 

3.8 

5.75 

10.0 

2.20 

50.07 

0.44 

NA 

ine 

22 'A 

31'/4 

-10% 

3.9 

5.74 

8.1 

1.80 

51.82 

0.43 

NA 

llalist  Industries 

8«/2 

13% 

-  4% 

5.4 

1.58 

7.1 

0.60 

17.92 

0.47 

75.1 

,  higan  National 

18% 

Z  1  /2 

71A 

—   /  74 

4.8 

3.94 

6.4 

1.20 

31.48 

0.60 

NA 

lantic  Banks 

27% 

JU/2 

-lo 

3.3 

8.58 

8.5 

2.36 

65.07 

0.43 

25.4 

;  Murphy 

15% 

23% 

-10% 

5.9 

2.56 

8.5 

1.28 

31.83 

0.48 

59.9 

lional  Detroit 

29  Vi 

35%- 

-14% 

4.6 

6.46 

6.8 

2.00 

52.93 

0.56 

NA 

21'/4 

37  • 

-12% 

5.5 

3.85 

6.2 

1.32 

35.53 

0.60 

20.0 

1  thern  Trust 

35% 

4Z  72  - 

1  7  iA 
-Z  /  74 

5.3 

6.75 

6.9 

2.44 

60.38 

0.59 

10.4 

I  adelphia  National 

31 '/« 

O0/4 

-ZU  78 

4.3 

7.19 

9.4 

2.92 

56.26 

0.55 

NA 

1  ips  NV 

7% 

13%- 

-  7% 

4.1 

1.93 

9.9 

0.78 

35.77 

0.22 

45.7 

-i  'ident  National 

28  % 

29%- 

-16% 

3.8 

7.48 

8.4 

2.40 

48.29 

0.59 

26.7 

llnolds  Metals 

36% 

44%- 

-14% 

3.7 

9.91 

6.1 

2.20 

60.66 

0.60 

75.1 

Hn  Consol  Mines  Ltd 

3 ''2 

O  78 

—  /& 

2.1 

1.66 

18.9 

0.66 

13.39 

0.26 

32.5 

|l  -Allan  &  Co 

OT4 

1 

-  z 

3.4 

1.54 

8.0 

0.42 

15.39 

0.34 

47.7 

\ 

26% 

32'/4- 

-  9 

4.5 

5.86 

6.8 

1.80 

47.54 

0.55 

50.4 

llivmut 

46% 

51%- 

-18 

4.9 

9.39 

6.1 

2.80 

85.28 

0.54 

28.7 

.  etv 

16'/s 

23 'A- 

-  8»/2 

3.8 

4.24 

8.2 

1.32 

31.65 

0.51 

17.6 

Hngs  Mills 

17 

ZU  78  - 

Q  V. 
-    O  78 

4.8 

3.58 

7.1 

1.20 

39.78 

0.43 

16.3 

ti  Supermarkets 

107/s 

Id  74- 

-   D  /H 

4.0 

2.75 

7.4 

0.80 

20.84 

0.52 

100.6 

}\chi  Brothers  Stores 

10% 

io 

-  4  "7h 

4.8 

2.18 

6.6 

0.68 

18.19 

0.57 

26.8 

1  tevens 

1 7% 

19%- 

-  8'/8 

5.8 

3.01 

6.9 

1.20 

37.62 

0.46 

56.8 

M'  &  Shop  Cos 

R  

14 

21  - 

-  7% 

5.7 

2.44 

8.6 

1.20 

30.60 

0.46 

144.2 

llimer  &  Co  A 

614 

9'/4- 

-  m. 

3.7 

1.68 

9.2 

0.57 

19.77 

0.32 

64.9 

Ian  Valley  Bancorp 

10'/2 

17  - 

-  8'/4 

5.8 

1.80 

7.7 

0.80 

23.26 

0.45 

NA 

U:ed  Jersey  Banks 

10 

13%- 

-  8% 

4.0 

2.48 

10.8 

1.08 

20.98 

0.48 

43.4 

nker-Scott 

7'/2 

15l/2- 

-  1% 

4.6 

1.63 

8.0 

0.60 

16.79 

0.45 

75.2 

1  idward  Lothrop 

23 

33 

-10 

5.9 

3.87 

7.4 

1.70 

38.78 

0.59 

64.2 

\\  oolv,  iirth 

24 

32  - 

-  9% 

4.6 

5.22 

7.5 

1.80 

43.71 

0.55 

58.6 

'Boc  applicable. 

Source 

Oppenbeimer  &  Co.,  Inc 

<;:  ■  DECEMBER  22,  1980 


57 


ig  a  status  symbol  in  Europe,  the  wrist- 
ch  that  costs  more  than  an  automobile  is 
'ing  to  catch  on  here,  too.  It's  the  salvation 
witzerlands  hard-pressed  watchmakers. 


The  more  it  costs, 
he  better  it  sells" 


record  of  Manhattan-based  North  Ameri- 
can Watch  Co.,  which  will  have  sold 
around  50,000  gold  Swiss  watches  this 
year.  Founded  in  1961  by  Cuban  emigre' 
Gedalio  ("Call  Me  Gerry")  Grinberg, 
NAWCo  is  the  sole  U.S.  distributor  for 
the  super-expensive  Piaget  and  Corum 
lines.  NAWCo  also  owns  and  distributes 
the  Swiss-made  Concord  line.  From  $8.1 
million  in  1976  NAWCo's  sales  mush- 
roomed to  $26  million  in  1978  and  to  $47 


By  Lawrence  Minard 


t  the  age  of  55,  Calvin  Kagan, 
co-owner  and  watch  buyer  of 
Smart  Jewelers,  a  high-volume 
retailer  on  Chicago's  middle-class 
west  Side,  has  been  around  long 
h  to  know  that  if  Christmas  1980 
exactly  the  best  of  times,  it  is  not, 
ong  chalk,  the  worst  of  times  ei- 
Yet  even  Kagan  is  nonplussed  by 
is  going  on  in  the  expensive  watch 
ss  these  days.  "I  recently  had  a 
alk  in  and  buy  the  lady's  Rolex 
ent  watch  for  $6,000,"  Kagan  re- 
told Forbes.  "Then  she  turned  to 
sband  and  asked  him  if  he  wanted 
ao.  'Nah,'  he  said.  'I've  already  got  a 
ozen  watches.'  'But,'  said  the  lady, 
hould  have  one  like  mine.'  So  her 
nd  says,  'Okay,  okay.  If  you  want 
it.'  And  the  lady  writes  me  out 
r  check,  for  $8,100!"  Says  Kagan: 
ly,  I  am  amazed  that  people  will 
this  kind  of  money  on  wrist- 
es." 

Damsgard,  a  manager  of  Bailey 

&.  Biddle  jewelers  in  suburban 
ngton,  D.C.,  knows  just  what  Ka- 
going  through.  Damsgard:  "A  cus- 

comes  in,  says  her  husband  says 
n  spend  $10,000  on  a  watch,  and 
Jo  I  want:  cash  or  a  check?"  Dams- 
ays  his  best  customers  for  expen- 
atches  are  not  arrivistes  or  sporting 

ut  ordinary  bureaucrats, 
rly  $2  billion  will  be  spent  at  retail 
tches  in  the  U.S.  this  year,  and  no 
nows  precisely  how  explosive  an 
nt  the  demand  for  expensive 
es  has  become  in  that  total.  Who 

precise  in  a  business  where  coun- 
s  abound,  where  discounting  in  the 
price  part  of  the  market  is  com- 
and  where  slipping  a  couple  of 

watches  into  your  pocket  in  Hong 
or  Nassau  can  save  you  $800  in 

'ork  sales  taxes  alone?  But  it  is 
hat  Americans  are  going  ga-ga  over 

ive  watches.  Consider  the  track 


$3,000  more,  so  I  might  as  well  buy  it 
now.  .  .  .'  It's  like  Mercedes'  dealers  are 
selling  more  cars  than  ever." 

But  inflation  seems  to  be  getting  one 
helluvan  assist  from  existential  angst. 
We  live  in  a  time  when  people  will  pay 
huge  premiums  for  the  status  bestowed 
by  Calvin  Klein  jeans,  Bill  Blass  neckties, 
Louis  Vuitton  luggage.  We  are,  it  seems, 
only  as  good  as  the  labels  we  wear. 

In  effect,  then,  there  are  two  watch 
markets:  One  is  for  people  who  simply 
want  to  tell  time,  the  other  is  for  people 
who  want  to  tell  the  world  something 
about  themselves — who  wish,  or  need,  to 
wear  their  bank  books  on  their  wrists,  as 
it  were.  There  is  even  a  kind  of  democra- 
cy about  it:  A  $40,000-a-year  bureaucrat 
can  pay  $2,400  for  a  steel-and-gold  Rolex 
and  rub  elbows  with  $240,000-a-year  ex- 
ecutives and  attorneys.  It's  a  bargain, 
too — instant  security  for  10%  of  your 
take-home  pay. 

Jacques  Ketterer  is  the  aristocratic 
owner  of  the  225-year-old  house  of  Va- 
cheron  Constantin  in  Geneva,  the  com- 
pany that  last  month  sold  a  wristwatch 
studded  with  130  carats  in  diamonds,  the 
"Kallista,"  for  $4.3  million.  Traditionally 
Vacheron  Constantin's  best  markets  are 
Italy  and  France,  but  Ketterer  says  the 
U.S.  market  is  now  getting,  as  he  says, 


Patek  Philippe's  salesroom  at  Genera  headquarters 
Inflation  fears  help,  but  so  does  angst. 


million  last  year,  when  it  netted  $3.6 
million.  Grinberg,  49,  and  half-owner  of 
publicly  traded  NAWCo,  says  1980's 
sales  should  top  $70  million.  Those  fig- 
ures, remember,  represent  mainly  dis- 
tributor revenues  on  just  three  of  over  a 
dozen  fancy  Swiss  watch  lines. 

"Inflation"  is  trotted  out,  of  course,  to 
explain  why  otherwise  prudent  Ameri- 
cans are  now  spending  thousands  for  a 
watch  that  tells  about  the  same  time  as  a 
$200  Seiko  from  Japan  or  a  $60  Timex  or 
even  a  $50  Sekundo  made  in  the  U.S.S.R. 
Reports  Dominic  Riat,  sales  manager  at 
Manhattan's  expensive  Gubelin  jewel- 
ers: "The  more  a  watch  costs,  the  better 
it  sells.  People  think:  'If  I  don't  buy  it  this 
year,  then  next  year  it  will  be  $2,000  or 


"interesting."  "Normally,  people  in 
America  are  not  watch-conscious,"  he 
says.  "The  chairman  of  the  board  of  a  big 
American  company  will  often  wear  a  Ti- 
mex. But  suddenly  those  people  are  say- 
ing, 'If  I  have  a  Cadillac,  why  not  a  Rolls- 
Royce?'  And  then  they  must  have  not 
only  a  Rolls-Royce  but  also  the  clothes 
and  shoes  with  good  signatures,  and  not 
a  Timex  but  a  watch  with  a  good  signa- 
ture, too." 

Why?  Ketterer  shrugs:  "To  be  a  little 
different.  To  have  something  special.  If 
you  think  of  it,  what  kind  of  jewelry  can 
a  man  have?  No  one  wears  diamond  pins 
or  pearl  tiepins  anymore.  A  man  can 
have  cuff  links,  a  wedding  ring — and  he 
can  have  a  beautiful  watch." 
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New  York  adman  ferry  Delia  Femina, 
who  helped  launch  the  Corum  watch, 
wears  a  $6,000  Corum  gold  coin  watch 
that,  he  says,  runs  ten  minutes  late  daily. 
("No  sweat,  so  do  I.")  Delia  Femina  says 
it  has  gotten  to  the  point  where  not  hav- 
ing a  "special"  watch  is  something  to  be 
especially  avoided. 

"When  I  go  to  a  presentation,"  says 
Delia  Femina,  only  slightly  tongue-in- 
cheek,  "my  watch  says  more  about  me 
than  I  could  ever  say  ...  I  could  never 
shake  hands  with  the  chairman  of  Air- 
wick  if  he's  wearing  a  Corum  and  I'm 
wearing  a  Timex.  I  just  couldn't." 

Whatever  its  roots,  whether  inflation- 
ary expectations,  existential  angst,  or 
simple  decadence,  the  expensive  watch 
craze  is  pumping  much  needed  life  into 
Switzerland's  otherwise  ailing  watch  in- 
dustry. Hurt  by  a  strong  currency  and 
slow  to  invest  a  decade  ago  in  the  mass 
production  facilities  needed  to  take  com- 
mercial advantage  of  the  revolution 
wrought  by  quartz  movements  (ironical- 
ly, a  Swiss  invention),  the  Swiss  horolo- 
gists  have  increasingly  ceded  the  low- 
and  middle-priced  watch  business  to  la- 
pan's  giants,  Seiko  and  Citizen,  and  to 
scores  of  manufacturers  in  Hong  Kong 
and  Singapore,  where  wages  are  one- 
eighth  the  Swiss  level. 

There  have  been  casualties,  among 
them  $380-million-sales  Socie'te 
Suisse  d'Industrie  Horlogere,  Swit- 
zerland's second-largest  watch  manufac- 
turer (ASUAG,  sales  $700  million,  is  the 
largest).  Mainly  because  SSIH  has  tried  to 
compete  at  the  middle  and  low  ends  of 
the  market  with  its  Buler  and  EST 
brands,  rather  than  push  its  Omega  and 
Tissot  brands,  it  lost  nearly  $25  million 


in  the  first  half  of  this  year.  According  to 
the  Federation  Horlogere  Suisse,  employ- 
ment in  the  industry  has  dropped  from 
90,000  to  46,000  in  ten  years.  The  num- 
ber of  firms  has  been  about  halved,  to 
barely  8S0.  Traditional  northwestern 
Swiss  watchmaking  towns  like  Bienne 
and  La-Chaux-de-Fonds  are  actually  los- 
ing population. 

Yet  the  luxury  watches  are  doing  bet- 
ter than  ever.  The  number  of  gold  watch- 
es exported  has  increased  since  1977  by 
7%,  to  over  600,000  units  last  year. 
Thanks  to  the  surging  price  of  gold — 
Swiss  watchmakers  use  18  tons  per  year 
domestically  and  another  12  tons 
abroad — the  export  value  figures  are  even 
better:  up  40%  in  Swiss  francs  between 
1977  and  1979,  to  around  $500  million. 
And  the  first  nine  months  of  1980  are 
21%  ahead  of  1979's  first  nine  months. 

Strictly  speaking,  of  course,  there  is  no 
such  thing  as  the  luxury  Swiss  watch 
industry.  The  business  is  highly  frag- 
mented. At  the  lower  reaches  of  the 
high-price  market  are  Omega,  Longines, 
Baume  et  Mercier  (owned  by  Piaget), 
Ebel,  Cartier  and  Concord.  Above  them 
are  Rolex,  Corum,  International  Watch 
Co.  and  Universal  Geneve.  At  the  apex 
of  the  luxury  watch  pyramid  are  four 
companies  that  still  make  mostly  hand- 
made watches  in  very  limited  editions: 
Vacheron  Constantin  (annual  produc- 
tion: 10,000  watches);  Patek  Philippe 
(13,000);  Audemars  Piguet  (14,000);  and 
Piaget  (20,000). 

A  tour  through  these  companies'  ate- 
liers is  like  walking  backwards  a  century 
or  two  into  Swiss  Huguenot  history.  At 
Piaget,  whose  reputation  is  based  on  de- 
sign, a  woman  is  handweaving  7,000 


>;old  fishhook-like  pieces  into  a  w; 
band  that  will  take  her  more  tha 
hours  to  complete.  At  a  typical  sala 
$12  an  hour,  her  labor  alone  comi 
$360.  Patek  Philippe's  reputatio) 
based  mainly  on  the  workmanship 
movements;  workmen  in  leather  aj 
spend  hours  hand  polishing  inti 
pieces  that  will  be  seen  only  by  \ 
watchmakers. 

In  many  of  today's  expensive 
watches,"  says  Patek  Philippe  C 
man  Philippe  Stern,  grandson  o 
watch-dial  maker  who  bought  Patek 
lippe  in  1929,  when  it  was  near  I 
ruptcy,  "the  workmanship  is  25%  a 
value  and  the  gold  content  is  75%; 
|at  Patek  Philippe- j  it  is  the  reverse: 
for  the  gold,  75%  tor  the  labor." 
explains  why  a  Patek  Philippe  n 
ment  alone  costs  a  minimum  of  S3 
produce,  about  the  same  as  for  Vach 
and  Audemars  movements — and  sc 
times  the  cost  of  producing  moved 
at  such  prestigious  watch  makers  ai 
lex,  Cartier  and  Corum.  "From  a  pro 
tion  standpoint,"  Stern  says,  "we  ai 
anachronism."  But  a  lively  anachrort 
Christian  Piaget,  35,  the  bearded  | 
grandson  of  founder  Georges  Piagei 
the  firm's  marketing  director,  says 
as  gold's  price  has  forced  many  o 
lesser  companies  to  raise  their  a 
radically,  the  price  differential  bet' 
top  and  secondary  watches  has 
rowed,  making  the  top  watches  rela 
ly  good  buys. 

Below  the  top  four  makers,  the  J 
watch  industry  looks  something  1: 
watch's  insides — cogs  and  levers  i 
connected  in  intricate  ways.  Ebai 
S.A.   is  the  movemcnt-manutacul 


/;.'  these  tiews  of  the  prestigious  horo/ogist  I'iaget's  workshops  in  Genera,  a  watch  is  designed  ( left),  gold  is  melted  (center)  and, 
an  u  ■'  a  shower  of  golden  shavings,  a  craftsman  begins  working  the  gold  into  a  watch  to  sell  for  several  thousand,  dollars. 
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iary  of  ASUAG.  Ebauches  pro- 
»me  40  million  movement  blanks 
ally,  many  of  which  are  bought  by 
watch  companies  outside  the 
ine  and  dropped,  often  with  slight 
fications,  inside  cases  and  bracelets 
companies'  own  design.  As  a 
at  the  lower  levels  of  the  top  of 
arket,  a  good  many  expensive 
es  tend  to  differ  mainly  on  the 
The  insides  are  becoming  in- 
ngly  identical. 

all  levels  of  the  luxury  watch  mar- 
owever,  the  role  of  marketing  and 
rising  is  critical.  With  a  $15,000 
t  guaranteed  accurate  to  within  30 
ds  a  year,  a  $1,350  Rolex  promising 
acy  to  within  60  seconds  a  year, 
quartz-movement  Seiko,  mean- 
accurate  to  180  seconds  a  year 
for  just  $85,  luxury  watches  can't 
Id  on  performance.  Gerry  Grin- 
NAWCo  spends  $12  million  a  year 
g  his  three  lines  on  TV,  as  well  as 
glossy  magazines.  Even  Patek  Phi- 
has  replaced  its  Geneva  agency 
ggressive  Young  &  Rubicam. 
company  has  mastered  the  mer- 
ising  of  status  more  adroitly  than 
olex  (estimated  1980  sales:  $280 
n).  Rolex  also  enjoys  certain  advan- 
on  the  production  side,  to  be  sure, 
for  decades  produced  basically  one 
,  its  tough  and  bulky  "Oyster."  As 
Rolex  has  been  able  to  mecha- 
s  production  far  more  than  any  of 
p  companies.  Whereas,  Vacheron, 
Piaget  and  Audemars  combined 
y  fewer  than  1,500  people  to  pro- 
57,000  watches  annually,  Rolex, 
work  force  of  2,800,  turns  out  over 
0  a  year.   Rolex  has  done  for 


It, 


watches  what  Perrier  did  for  mineral  wa- 
ter. Its  current  print  advertising  cam- 
paign drives  home  the  status  message 
through  testimonials  from  captains  of 
industry  like  Pan  Am  Chairman  William 
Seawell  and  sports  stars  like  golfer  Ar- 
nold Palmer.  Its  New  York  staff  includes 
one  T.  Walker  Lloyd,  titled  "Director  of 
Special  Events,"  whose  duties  include 
hanging  out  with  the  suntan  set  at  the 
tennis  matches,  fashion  shows  and  mov- 
ie sets  and  making  sure  his  product  is 
seen  on  all  the  right  people's  wrists.  Ro- 
lex will  even  help  retailers  bear  the  costs 
of  volume  discounts  for  companies  that 
want  to  reward,  say,  their  best  salesmen 
with  Rolexes. 

Whatever  luxury  watches  confer  in  the 
way  of  status,  most  of  them  are  not, 
despite  increasingly  obvious  messages  to 
the  contrary,  bargain  investments.  Many 
high-priced  watches  on  the  market  today 
amount  to  little  more  than  a  way  of 
marking  up  gold.  Corum's  attractive, 
high-status  gold  ingot  watch  ("An  In- 
vestment in  Time,"  read  Corum's  ads)  is 
a  handy  case  in  point.  The  ingot's  face 
promises  15  grams  of  pure  gold.  Current 
value  of  15  grams  of  pure  gold:  around 
$300.  Suggested  retail  price  on  the 
watch:  around  $5,000. 

Isn't  a  watch  worth  more  than  its 
gold  value?  "Unless  there  is  some 
horological  value,  a  secondhand 
watch  is  only  worth  the  gold  and  jewelry 
content,  if  any,"  says  Tina  Miller  of 
Sotheby's  in  London.  "We  have  clients 
who  come  in  and  ask  what  they  can  get 
for  their  watch,  and  you  weigh  the  thing 
and  tell  them  £800,  and  they  almost  hit 
you  because  they  paid  £5,000  for  it  new.  I 
wouldn't  think  there  is  much  point  in 


buying  new  watches  as  investments,  at 
least  not  these  great  gold-and-quartz 
things  people  are  wearing  now." 

If  you  want  a  chance  of  passing  some- 
thing really  valuable  to  your  grandchil- 
dren, this  expert  counsels,  a  pocket 
watch  is  preferable  to  a  wristwatch — 
especially  one  with  something  special  in 
the  movement:  a  repeater  (chimer),  for 
example.  And  above  all,  stick  with  me- 
chanical movements  and  stay  away  from 
quartz.  "Quartz,"  sniffs  Miller,  "is  more 
electronics  than  horology." 

Scarcity  value?  Unless  you  are  talking 
about  the  top  four  makers  and  their  com- 
bined 57,000-a-year  production,  forget 
scarcity  value.  Rolex  turns  out  450,000 
watches  a  year;  Omega,  100,000  gold 
watches  and  1  million  steel  ones.  Cartier 
is  believed  to  produce  over  30,000  gold 
watches  annually  plus  nearly  200,000 
vermeil  ones.  So  it's  pretty  hard  to  argue 
that  most  of  today's  expensive  watches 
will  be  rarities  any  time  soon. 

There  is  a  related  problem.  It  is  not 
always  easy  to  tell  just  what  you're  get- 
ting when  you  buy  a  watch.  Consider  the 
Cartier  Santos  watch  now  in  vogue; 
heavy,  octagonal,  exposed  screw-heads 
on  bezel  and  bracelet.  It  is  a  loosely  kept 
secret  among  Swiss  watchmakers  that 
Cartier  watches  are  made  by  a  watch 
company  named  Ebel,  headquartered  in 
La-Chaux-de-Fonds.  Ebel  also  makes  its 
own  high-priced  name-brand  watches, 
including  one  that  looks  very  much  like 
the  Cartier  Santos.  Consider  the  retail 
prices  for  the  Santos-style  steel-and-gold: 
$1,450  for  Cartier 's,  $1,200  for  Ebel's.  Is 
Ebel's  the  better  buy?  Not  necessarily.  As 
one  jeweler  confided  to  Forbes,  Cartier's 
bracelet  is  steel  and  gold;  Ebel's  is  steel 


I 


the  ateliers  of  Piaget  and  Patek  Philippe.  At  left,  a  gold  watch  bracelet  is  painstakingly  handwoven. 
close-ups  of  the  "anachronistic"  production  methods  that  still  characterize  Patek  Philippe 
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Volume  down,  values  up 


Fierce  competition  and  a  strong  Swiss  franc  have  nearly  halved  Switzerland's 
horological  work  force  and  sent  watch  exports  plummeting.  But  with  expensive 
watches  selling  better  than  ever,  export  values  are  holding  up  remarkably  well. 


and  vermeil.  If  you  think  that  that  differ- 
ence, plus  the  Cartier  image,  is  worth 
$250,  then  for  you  Cartier  would  be  the 
better  buy. 

The  scariest  problem  for  buyers  and 
manufacturers  alike  these  days  is  fraud, 
or  near  fraud.  As  in  perfumes,  designer 
clothing  and  signature  luggage,  crooks 
and  knockoff  artists  are  moving  into 
watches.  With  big  markups  all  along  the 
line — retailers  typically  set  their  prices  at 
double  their  cost —  a  crook  has  plenty  of 
room  to  move  around  in. 

Naturally,  the  best-known,  hottest  de- 
signs suffer  most.  Recently,  for  example, 
police  in  Geneva  smashed  a  ring  that  had 
been  stealing  genuine  Rolex  parts,  as- 
sembling them  in  clandestine  workshops 
and  selling  the  results  as  genuine  Ro- 
lexes — and  it  would  have  taken  a  gifted 
jeweler  to  say  they  weren't  genuine. 

The  year's  biggest  scandal  was  perpe- 
trated by  West  Germany's  giant  coffee 
distributor,  Tschibo,  which  recently 
flooded  the  market  with  500,000  well- 
crafted  Rolex  look-alikes  at  a  retail  price 
of  $20.  Because  the  watch  was  sold  under 


Source:  Federation  Horlogere  Suisse 

the  name  "Royal,"  not  "Rolex,"  and  was 
made  in  Switzerland  as  advertised,  the 
Tschibo  watch  promoters  cleverly  avoid- 
ed the  toughest  sections  of  Switzerland's 
counterfeit  watch  laws. 

Rolex  is  by  no  means  the  only  victim. 
According  to  Georges-Adrien  Matthey, 
president  of  the  Federation  Horlogere 
Suisse,  there  is  a  South  African  firm 
turning  out  cheap  watches  marked 
"Aseikos"  and  "Homegas"  and  selling 
them  to  crooks  who  simply  knock  off 
the  first  and  last  letters  and  peddle  them 
to  the  unsuspecting  as  "Seiko"  or  "Ome- 
ga." Matthey's  advice:  Be  particularly 
vigilant,  especially  at  resort  areas,  where 
normally  cautious  businessmen  suddenly 
turn  daring  and  frequently  fall  for  the  old 
"Wanna-watch-off-the-truck? "  line. 

Surprisingly,  Rolex  is  more  vulnerable 
to  ripoffs  of  this  kind  than,  say,  Piaget. 
"With  Rolex,  there  is  really  just  one 
model  to  counterfeit,"  says  Christian 
Piaget.  "Piaget  has  over  1,500  different 
models.  So  if  you  ask  the  man  in  the 
street  about  Piaget,  he'll  know  the  name, 
but  he  won't  be  able  to  think  of  a  particu- 


lar model.  This  might  be  bad  for 
brand  recognition,  but  at  least  we  ( 
have  the  copying  problems  Rolex  ha 

Patek  Philippe's  Stern  agreesF 
Hong  Kong  you  can  see  Rolex  brao 
being  copied  by  machine  in  the  tei 
thousands,  but  you  must  produce  a  It 
the  machine  to  pay  off.  But  in  the 
years  it  has  been  in  production  I 
never  seen  a  copy  of  our  Nautilus  [sp 
watch]  bracelet.  It  isdesigfieci  to  be! 
made.  It  would  be  too  difficult,  tot 
pensive  to  be  forged." 

Except  for  counterfeiters,  the  9 
have  managed  to  keep  the  luxury  vj 
game  pretty  much  to  themselves — i 
far.  In  cars,  stereos,  and  cameras  the 
anese  started  low  in  price  and  qiy 
got  their  production  in  order, 
moved  inexorably  upward  in  price, 
sign  and  market  share.  The  same  pat 
is  just  now  starting  to  appear  in  ex 
sive  watches.  Citizen  recently  I 
duced  a  few  18kt  gold  models,  airni 
the  fiercely  competitive  S2,0(X 
$2,500  band  of  the  market.  Herb  n 
ful,  Citizen's  U.S.  marketing  manj 
claims  that  sales  are  going  well  am 
the  company  will  expand  the  goli 
next  year. 

Potentially  more  ominous  foi 
Swiss,  however,  is  Seiko.  Last  year 
introduced  its  Credor  gold  line, 
aimed  at  the  $2,000-to-$2,500  ma| 
But  Seiko  really  jarred  the  Swiss 
April  when  it  bought  the  marketin] 
of  Jean  Bouchet  Lassale,  a  maker  of  i 
thin  mechanical  watches.  Aside  froi 
quiring  needed  design  expertise,  Si 
likely  obiective  is  to  drop  its  own  : 
produced  (but  high-quality)  quartz  I 
ments  into  Swiss-crafted  luxury  a 
just  as  Omega  is  now  dropping  S 
made  movements  into  cases  ma< 
Singapore's  Precision  Watch  Co.,  j( 
owned  by  Omega's  parent  SSIH  ai 
pan's  Nippon  Miniature  Bearing! 
Since  Swiss  law  says  that  at  least  5! 
a  watch's  value  must  be  Swiss  for  it 
sold  as  a  "Swiss  watch,"  and  givi 
soaring  cost  of  gold,  Seiko's  watch 
wind  up  being  sold  as  a  Swiss  watc 

In  any  event,  the  Swiss  makers 
vulnerable  to  a  Japanese  onslaughl 
those  lower  down  on  the  expe 
watch  pyramid:  Baume  et  Mercier, 
sot  and  less-expensive  Rolexes,  On 
and  Longines.  The  top-of-the-m 
Swiss  watchmakers  will  probably 
tinue  to  thrive. 

"Anyone   who   can   have  his 
(watch)   production  facilities 
something  special  with  his  watch 
survive,"  says  Patek  Philippe's  Pi 
Stern.  "They  will  be  too  small 
Japanese  to  bother  about,  and  cust< 
will  want  their  watches  for  their 
ness.  It's  like  with  Rolls-Royce:  Tl 
anese  are  killing  the  British  car  in 
fast,  but  you  have  to  wait  four  ye 
get  a  Rolls."  ■ 
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At  Crane 

we  believe  in  basics. 


That's  why  we're  strong  in  steel,  when 
you  drill  for  oil  five  miles  down — and  this  is  the 
depth  of  many  wells  today — you  need  pipe  that 
can  take  heavy  pressure  and  strain  as  well  as  heat. 
Pipe  like  CF&I  Steels  high-strength,  seamless  casing 
and  tubing. 

CF&I,  a  Crane  subsidiary  also  makes  a  variety  of 
other  steel  products,  from  long-length  rails  and  wire 
fencing  to  grinding  balls  and  grader  blades. 
Founded  in  Pueblo,  Colorado,  over  100  years  ago, 
CF&I  continues  to  be  a  major  factor  in  the  economic 
well-being  of  the  West  and  Southwest. 

Steel,  one  of  Americas  basic  products.  And  be- 
cause at  Crane  we  believe  that  making  basic  prod- 
ucts for  basic  industries  is  the  way  to  continued 
growth  and  strength,  we're  strong  in  steel.  And  in 
cement.  In  fluid  and  pollution  control  equipment. 
Building  products.  Aerospace  and  aircraft  systems. 

Basic  products  for  basic  industries — that's  what 
Crane  is  all  about. 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022 


CRANE 


THE  TASTE  BEYOND 
12-YEAR-OLD  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  firor 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  th 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  tast 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth 
ness  and  full-bodied  richness,  unmatche 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


he  among  you  who  are  carried  away  by 
uys  "high-tech"  stocks  would  do  well  to 
u  this  little  morality  play. 


Of  sowers 
and  reapers 


By  Richard  Phalon 


ere  is  a  time  to  sow  and  a  time 
reap,  but  those  who  sow  are  not 
ecessarily  those  who  reap.  Look 
Diebold  and  Erik  E.  Bergstrom. 
|  now  54,  is  the  glib,  self-appoint- 
tle  of  automation  who  founded 
sed-end  Diebold  Venture  Capital 
dozen  years  ago.  Diebold  planted 
ceeds  of  a  $30  million  underwrit- 
3  what  was  trumpeted  as  fertile 
hnology  soil — startups  and  up- 
vith  names  like  Economic  Infor- 
Systems,  Micro-Metrics,  Inc.  and 
Inc. 

rest  is  history,  dismal  history. 
:he  great  hot  issue  boom  of  the 
ties  and  early  Seventies  collapsed, 
Diebold  Venture  Capital's  net  as- 
le.  As  it  dropped  from  $10.82  a 
1972  to  $5.98  a  share  only  two 
iter,  investors'  belief  that  any  of 
srging  companies  in  the  portfolio 
blossom  evaporated,   too.  The 
anderlying  shares  sank  to  a  dis- 
:>f  almost  70%  below  net  asset 
Bad  luck  for  Diebold's  carefully 
tented  reputation.  Worse  news 
f  unfortunate  investors  who  be- 
leverything  they  had  read  about 
pi's  investment  talents. 
|  Erik  Bergstrom,  a  taciturn  pri- 
lyestor  who  got  his  start  on  Wall 
fmanaging  money  for  American 
ft  Co.  He  and  several  associates 
jfi  up  a  big  block  of  Diebold  Ven- 
those  deep,  deep  discounts  and 
short  but  sharp  proxy  fight  took 
of  the  fund  in  1976. 
trpm  gave  the  company  a  new 
-Claremont  Capital  Corp. — and  a 
andate.  Venture  capital  was  out. 
olution  to  what  the  41 -year-old 
im  calls  a  "conservative,  conven- 
ortfolio"  was  in. 
Bergstrom  means  by  conserva- 
the  likes  of  AT&T,  American 
s  and  Safeway  Stores.  They  rank 
(the  ten  biggest  holdings  in  a  port- 


folio that  also  includes  such  low  Beta 
items  as  Chase  Manhattan,  International 
Minerals  &  Chemicals  and  Hart, 
Schaffner  &  Marx. 

The  cautious  shift  into  blue  chips  is 
the  correlative  of  a  move  that  in  the  last 
nine  months  has  reduced  venture  stocks 
from  13.9%  to  5.6%  of  the  portfolio, 
and  "restricted"  stocks,  which  Berg- 
strom has  been  selling  under  securities- 
laws  exemptions,  from  22.5%  to  21.2% 
of  net  assets. 

The  Bergstrom  formula  works. 
There  have  been  dividends  in  each 
of  the  last  three  years  in  what  are 
the  first  payments  since  1971.  So  far  this 
year,  net  asset  value  is  up  41% — from 
$19.06  a  share  to  $26.81  a  share— and 
total  assets  stand  at  $33.2  million.  The 
discount  at  which  Claremont  (like  most 
closed-ends)  typically  trades  has  nar- 
rowed, too — a  clear  sign  that  investors 
have  begun  to  regard  Bergstrom's  efforts 
with  renewed  respect.  Patient  long-term 
investors  finally  have  a  return  of  sorts  on 
their  investment. 

There  are  some  ironies  in  the  turn- 
around. Claremont  Capital  really  hasn't 
got  all  that  much  market  lift  from  the 
blue  chips  Bergstrom  has  been  so  care- 
fully tucking  away.  Far  from  it.  About 
80%  of  the  increase  in  net  asset  value 
has  come  in  the  form  of  realized  gains 
generated  mainly  by  the  belated  flower- 
ing of  the  wild  oats  John  Diebold  sowed 
so  long  ago. 

There  were  a  lot  of  nonbloomers  in 
the  Diebold  portfolio.  Some  of  the 
stocks  were  so  far  out  that  they  had  to 
be  written  down  to  the  nominal  carry- 
ing value  of  $1  per  holding.  Other  Die- 
bold  choices,  on  the  other  hand,  have 
flowered  magnificently,  thanks  to  a 
market  that  is  once  again  inflamed  by 
the  growth  prospects  of  small,  high- 
tech companies.  Look  at  the  numbers: 
Back  in  1971  John  Diebold  bought  a 
block  of  Computervision  common  at 
prices  ranging  from  5  cents  to  $4  a 
share.  Erik  Bergstrom  so  far  this  year 


has  sold  87,000  shares  of  the  automated 
industrial  equipment  producer  for  at 
least  $1.7  million,  and  still  holds  90,000 
shares  with  a  total  market  value  of  $6.7 
million. 

In  1972  John  Diebold  bought  a  chunk 
of  Newport  Laboratories  at  prices  that 
ranged  from  $1.21  to  $3  a  share.  Berg- 
strom recently  sold  off  Claremont's  en- 
tire holding  of  the  stock — 68,500 
shares — for  a  gain  of  at  least  $197,000. 
The  litany  continues:  General  Electric  is 
making  a  tender  offer  at  $35  a  share  for 
the  Intersil  common  that  Diebold  bought 
eight  years  ago  for  $5.33  a  share. 

Bergstrom  is  the  first  to  admit  that  he 
and  the  associates  who  own  over  40%  of 
Claremont  Capital  have  benefited  hand- 
somely from  the  flawed  vision  to  which 
John  Diebold  clung  obstinately  during 
the  nine  lean  years  in  which  he  ran  the 
closed-end 

But  Bergstrom  thinks  that  he  deserves 
some  credit,  too.  Claremont's  harvest 
might  have  been  a  lot  thinner  if  the  new 
management  hadn't  made  some  good  de- 
cisions on  which  of  the  Diebold  stocks 
were  worth  hanging  on  to.  One  startling 
choice  that  seems  clearly  worthy  of 
house  room  is  a  28,760-sharc  holding  of 
Cetus  Corp.,  which  John  Diebold  bought 
in  the  early  Seventies. 

Cetus,  controlled  by  Standard  Oil  of 
California,  Indiana  Standard  and  Nation- 
al Distillers,  was  the  first  of  the  genetic 
engineering  firms  to  set  up  shop.  And  in 
light  of  the  big  market  reception  given 
Genentech  when  it  went  public  in  Octo- 
ber (see  Forbes,  Nor.  10),  speculators 
have  been  looking  at  Claremont  as  a 
back-door  way  to  get  in  on  a  possible 
play  on  a  Cetus  offering. 

Some  of  that  interest  seems  to  be  a  rub 
off  of  the  scramble  that  pushed  another 
closed-end,  the  Nautilus  Fund,  to  huge 
premiums  when  it  was  discovered  that 
Nautilus  owned  a  chunk  of  Apple  Com- 
puter (Forbes,  Sept.  15). 

Bergstrom  discourages  that  line  of 
reasoning.  "We're  not  another 
Nautilus,"  he  says.  "Cetus  is 
modest  compared  to  our  total  assets 
and  it  doesn't  have  the  potential  effect 
on  us  that  Apple  has  on  Nautilus."  Still, 
there  is  no  arguing  with  the  market. 
When  Cetus  announced  the  other  day 
that  it,  too,  intends  to  go  public,  Clare- 
mont's stock  moved  up  briskly.  Berg- 
strom clearly  doesn't  enjoy  speculative 
binges.  But  this  one  has  helped  him 
and  his  supporters  increase  their  esti- 
mated original  $4  million  investment 
by  more  than  twofold. 

What  does  all  this  prove?  Not  that  John 
Diebold  was  a  smart  investor;  he  clearly 
wasn't.  What  it  proves  is  that  if  you  hold 
on  to  an  assorted  group  of  stocks  long 
enough,  some  of  them,  no  matter  how 
doggy  the  group,  will  pay  off  eventually. 
Or  put  it  this  way:  What  the  rash  sow, 
the  prudent  reap.  ■ 
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How  many  National  Lampoon  staffers  does  it 
take  to  screw  in  a  lightbulb?  Three.  One  to 
screw  it  in.  One  to  laugh  at  the  way  it  was 
screwed  in.  And  one  to  sign  the  movie  rights. 


Funny  business 


The  Up-And-Comers 


"ALL  OF  TEXAS,  KANSAS, 
OKLAHOMA  DESERTIFIED. 
MILLIONS  DEAD. 
SOME  WHO  AREN'T, 
SKI  TO  RELIEVE  MISERY." 

Letter  to  the  Editor: 
"Whatever  happened  to  people  who  do 
things  for  kicks?  These  days  people  seem 
to  do  everything  for  money.  I  don't 
think  this  is  right." 

— Richard  Speck 
Joliet,  111. 

Self-help  article: 

"PROBLEM— YOUR  CAR  BREAKS 
DOWN  ON  A  CALIFORNIA  FREEWAY 
Immediately  set  the  vehicle  on  fire. 
Eventually  a  policeman  will  stop  and 
arrest  you.  Claim  that  you  are  an  artist 
making  a  statement  against  society.  The 
resulting  press  coverage  will  ensure  that 
you  may  successfully  run  for  political 
office.  . .  ." 

By  Richard  Greene 

DARK  HUMOR  LIKE  THE  ABOVE,  taken 
at  random  from  its  December  issue, 
is  the  stock-in-trade  of  National  Lam- 
poon.  Aimed  at  the  free-spending  18-to- 
34-year-old  set,  Lampoon  copy  deals  as 
much  with  blatant  crudity  as  with  com- 
edy— always  laced  with  the  requisite 
antiestablishment  tone. 

"Irreverent"  is  the  word  that  instantly 
springs  to  mind  to  describe  the  monthly 
magazine  National  Lampoon — and,  for 
that  matter,  its  chief  executive,  54-year- 
old  Matty  Simmons. 

"The  one  editorial  rule  we've  tried  to 
impose  has  been:  It  can  be  sick — but  it 
must  also  be  funny,"  says  Simmons.  As 
if  to  illustrate  the  point,  he  tells  a  story 
about  one  of  the  magazine's  early  edi- 
tors, Michael  O'Donoghue:  "He  was  sit- 
ting in  my  office  one  day  when  his  father 
called  from  their  home  in  upstate  New 


York.  'Michael,'  he  told  him  sadly,  'I 
have  terrible  news.  It's  your  mother.  She 
lost  her  toe.' 

"Without  blinking,  Michael  snapped, 
'Did  you  look  behind  the  refrigerator?'  " 

As  a  business,  National  Lampoon,  Inc. 
packages  just  that  kind  of  irreverence 
and  sells  it  at  a  handsome  markup.  Last 
year  the  company  earned  $1.6  million  on 
sales  of  $15  million.  Return  on  equity:  an 
astonishing  36%. 

Of  course,  Lampoon  hasn't  garnered 
returns  like  that  from  a  magazine  alone. 
National  Lampoon  was  also  the  producer 
of  the  biggest-grossing  comedy  film  of  all 
time:  National  Lampoon's  Animal  House. 
So  far,  that  movie — which  featured  such 
diversions  as  food  fights,  voyeurism, 
wholesale  destruction  of  public  property 
and  statutory  rape — has  grossed  in  ex- 
cess of  $200  million.  Unfortunately, 
since  it  was  National  Lampoon,  Inc.'s 
first  film,  the  company  didn't  have  a 
great  producer's  contract  with  Univer- 
sal— but  A)iimal  House  still  brought  $9 
million  in  revenues  into  the  small  com- 
pany during  1978  and  1979. 

When  the  income  from  the  movie 
slowed  to  a  trickle  this  year,  however, 
the  company  suffered.  Coupled  with  a 
wretched  period  in  the  magazine  busi- 
ness, at  least  on  the  newsstand,  the  lack 
of  movie  revenue  forced  the  company  to 
show  a  deficit  of  $290,000  for-  the  first 
nine  months  of  this  year. 

Is  the  party  over?  Was  Animal  House 
just  a  flash  in  the  R-rated  pan?  Has  Matty 
Simmons  stopped  laughing? 

Not  for  a  minute.  "The  company  is 
very  solid,"  he  says,  putting  on  his  sin- 
cer-est  face.  "Next  year,  even  if  we  had  no 
movie  income,  we  would  still  show  a 
profit  because  things  are  improving  in 
the  magazine  business.  But  since  we  are 
doing  movies,  there's  a  very  strong  po- 
tential for  very  high  profits." 

Simmons  stares  straight  ahead  as  he 
speaks  these  words  and  his  every  motion 
conveys  a  sense  of  assurance,  truth  and 
confidence.  His  words  come  easily,  his 


tone  is  well  modulated  and  his  ha 
eyes  take  you  into  his  dreams. 

As  he  talks  one  cannot  avoid  a  r 
sense  of  skepticism.  Because,  in  ai 
to  being  a  shrewd  businessman, 
notch  writer  and  editor  and  an  er 
worker,  Matty  Simmons  is  ob 
also  a  hustler.  He  knows  the  w 
world  works  and  manipulates  it 
deft  touch. 

He's  had  a  good  background  to  . 
that  kind  of  expertise.  Simmorj 
only  1 7  when  he  started  as  a  repc 
the  New  York  World  Telegram . 
spent  2  years  covering  police  ar 
hall,  he  went  on  to  become  a  press 
working  for  Castro  Convertible 
Heineken  beer.  That,  in  turn,  led 
a  newly  formed  company  trying  t 
ket  "some  kind  of  crazy  piece  o 
board,"  as  Simmons  puts  it.  It  was 
Diners  Club.  Within  5  years,  Sir 
was  making  big  money  as  executi 
president.  He  got  out  before  the  ti 
started,  when  the  company  was 
over  by  Continental  Corp.  Aboil 
years  after  Simmons  left,  Diners 
was  swimming  in  red  ink.  Ask 
Diners  Club  fell  apart  because  he  k 
Simmons  puts  on  his  modest  f 
would  never  say  that,"  he  says — S€ 
to  answer  "yes." 

While  Diners  Club  was  falling 
Simmons  became  involved  ir 
enterprise — Twenty  First  Century 
munications  Inc.,  which  published! 
Watchers  magazine  in  a  joint  ventui] 
Weight  Watchers  International.  Th 
lication  was  an  instant  success  an 
mons — with  partner  Len  Mogel — v\ 
ting  pretty. 

Then  fate  intervened  in  the  fcj 
three   wisecracking   Harvard  sti 
who  were  editors  at  that  univd 
famous  humor  magazine,  the  Hi 
Lampoon.  "One  day  I  got  a  call 
Harold  Chamberlain  who  was  the 
dent  of  Independent  News  Co. 
time,"  Simmons  recalls.  "They're 
the  biggest  distributors  of  magazi: 
the  world.  He  said,  'We're  distnbu 
parody  of  Life  magazine  that's  go) 
come  out  in  a  month  or  so  from  th 
at  the  Harvard  Lampoon.  Can  yol 
them  a  hand?  These  kids  don't 
their  ass  from  their  elbow.' 

"So,  at  the  last  minute  we  helpe 
vard  Lampoon  sell  some  advertising 
it  broke  even.  It  wasn't  very  good,  h 
saw  something  in  it.  So,  then  they 
to  us  and  said  they  wanted  to  do  a  p 
of  Time .  This  time  I  worked  with 
on  the  editorial  product  very  close, 
had  the  printing  done  in  a  place  th; 
more  economical  and  we  sold  a 
advertising.  That  parody — whicl 
were  partners  on  with  the  Harvard 
poon — made  a  profit  of  $250,000." 

Well,  those  boys  from  Harvard 
have  had  some  difficulty  identifyin| 
tomical  parts,  but  they  sure  knew  h| 
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A  look  at  Matty  Simmons, 
chief  executive  officer  of 
National  Lampoon,  Inc., 
in  the  manner  of  Lampoon's 
own  creation,  Foto  Funnies. 
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VEU  MAKE  ON  THAT! 


put  togerher  a  good  deal.  When  they 
graduated  in  1969  they  went  into  busi- 
ness with  Simmons  and  Mogel,  launch- 
ing  in  1970  a  new  humor  magazine  called 
National  lampoon .  They  quickly  became 
multimillionaires. 

Says  Simmons:  "One  of  them,  Rob 
Hoffman,  was  a  sharp  businessman.  You 
always  had  the  feeling  that  he  was  prob- 
ably the  only  used-car  salesman  ever  to 
graduate  magna  cum  laude  from  Harvard. 
He  put  the  deal  together  so  that  we 
agreed  to  buy  out  their  half-interest,  five 
years  later,  at  15  times  earnings.  The 
stock  was  selling  at  a  multiple  of  about 
15  at  the  time  and  it  made  sense." 

After  five  years,  however,  the  stock 
market  crashed  and  Lampoon's 
stock  was  trading  over  the  counter  at  4 
times  earnings.  "As  it  became  time  to 
sell,  we  were  having  an  incredible  year 
with  the  magazine,"  Simmons  goes  on. 
"We  were  making  about  $1  million.  So 
we  had  to  buy  back  half  the  company 
from  the  boys  in  1975  at  15  times  that 
amount,  or  $7.5  million." 

That  left  the  company  with  almost 
suffocating  debt  (equity  was  a  mere  $2.9 
million)  and  kept  Simmons  awake 
nights.  "Here  I  was  an  experienced  nego- 
tiator. I  was  the  chief  negotiator  for  Din- 
ers Club.  I  had  been  a  negotiator  all  my 
life.  And  here  I  was  saying  to  myself,  'My 
God,  I  let  this  kid  outnegotiate  me.'  I 
used  to  go  to  bed  every  night  and  think: 
'How  could  I  do  a  thing  like  that?'  " 

In  the  years  that  followed,  the  com- 
pany continued  to  put  out  records,  live 
shows,  books,  radio,  you  name  it — they 
did  it.  But  for  the  most  part,  such  side 
efforts  contributed  little  toward  reducing 
that  burdensome  debt  load.  Then,  like 
the  U.S.  cavalry,  Animal  House  came 
along  in  1978  and  pulled  the  company 
back  from  the  brink.  Simmons  used  the 
proceeds  to  pay  off  much  of  the  debt — 
leaving  a  still  significant  $1.4  million  vs. 
$6.2  million  in  equity — and  the  company 
was  ready  to  move  again. 

Actually,  Animal  House  was  not  a  care- 
fully planned  "concept"  movie.  It  hap- 
pened more  by  chance.  Simmons  wanted 
to  make  a  movie.  He  had  worked  in  al- 
most every  other  form,  and  it  was  time  to 
try  the  big  screen.  Then,  says  Gerry  Tay- 
lor, the  company's  executive  vice  presi- 
dent, "it  was  not  clear  what  the  movie 
would  be  about.  But  it  became  clear  that  it 
should  be  about  university  life,  since 
that's  what  the  writers  were  most  inter- 
ested in  writing  about.  Then  two  of  the 
three  writers  involved  had  been  active  in 
fraternity  life  ...  so  it  was  about  fraterni- 
ty life."  That  kind  of  evolution  of  idea  is 
typical  of  National  Lampoon.  They  don't 
try  to  do  fancy  demographic  studies  to 
find  out  what  makes  18-year  olds  giggle. 
They  don't  try  to  find  a  patentable  formu- 
la. Rather,  they  try  to  establish  a  stable  of 
ve  people  whose  work  is  salable, 
they  give  them  their  head. 


Unlike  a  widget  factory,  which  can 
improve  productivity  and  profitability 
with  a  better  widget  machine,  National 
Lampoon's  only  productive  elements  are 
people.  Also  unlike  machines,  people 
can't  always  be  counted  on.  So,  National 
Lampoon  magazine  has  had  its  ups  and 
downs.  In  fact,  ever  since  Nixon  left  of- 
fice, the  magazine  has  had  difficulty.  It 
has  been  profitable  until  the  last  nine 
months,  but  they've  been  hard  years.  Ex- 
plains Gerald  Sussman,  who  is  about  to 
become  editor  of  the  lampoon ,  "Carter 
was  so  depressing  and  inept  that  after 
awhile  you  couldn't  do  any  original  hu- 
mor with  the  guy." 

Will  the  new  Administration  be  better 
rodder?  "Sure,  I  think  we  have  some- 
good  new  people  out  there  to  make  fun 
of,"  says  Sussman  with  a  grin.  "We  will 
have  a  new  feature  coming  out  called 
'White  House  Wife' — it's  Nancy  Rea- 
gan's diary.  And  we  will  have  a  piece 
called  'Young  Ron  Comics'  about  one  of 
his  sons  and  his  problems  at  the  ballet." 

But  for  ail  the  excitement  expressed 
about  the  magazine,  Simmons  thinks  the 
real  future  of  the  company  is  in  movies. 
The  magazine  will  take  care  of  the  over- 
head. The  movies  will  make  the  profits. 

That  may  sound  like  a  risky  proposi- 
tion, but  Simmons  makes  it  sound  like 
money  in  the  bank.  Simmons  is  awfully 
good  at  making  things  sound  like  money 
in  the  bank.  Right  now  he  has  four  mov- 
ies in  various  stages  of  production,  and  if 
his  hopes  are  only  25%  on  target,  Na- 
tional Lampoon,  Inc.  is  going  to  be  a  very 
successful  company. 

Simmons  is  most  convincing  when  he 
talks  about  Animal  House  II ,  which  is 
due  to  be  released  in  1982.  "The  picture 
itself  will  cost,  say,  $8  million  and  suppose 
there's  another  $7  million  in  distribution 
and  promotion.  So  that's  $15  million. 
Now,  suppose  it  does  40%  of  what  Animal 
House  did.  ..." 

Wait  a  minute.  That's  quite  an  as- 
sumption. After  all,  Animal  House  was  a 
once-in-a-lifetime  blockbuster.  Sim- 
mons: "Look,  /airs  II  was  a  lousy  movie 
and  it  did  40%  oijaws  I.  Rocky  II  did  80% 
of  what  Rocky  I  did.  It's  hard  to  imagine- 
that  i Animal  House  II  won't  make  at  least 
40%  of  Animal  House  I . 

"Okay?  So,  we've  got  40%  of  Animal 
/louse's  rentals,  which  would  give  about 
$36  million.  Take  off  the  expenses  of  $15 
million  and  that  leaves  $21  million.  With 
a  partner  and  everything  else,  I've  got 
about  25%  of  that.  That's  $5  million 
profit  before  tax.  If  it  only  makes  40%." 

That  would  leave  National  Lampoon 
with  $2.5  million  aftertax  or  about  $2.30 
a  share.  With  the  stock  selling  at  a  little 
under  $9  a  share  now,  that's  under  4 
times  potential  1982  earnings  based  on 
Animal  House  II  alone.  Not  bad.  And 
that's  only  the  beginning,  says  Sim- 
mons. He's  also  got  National  Lampoon 
Goes  to  the  Moi  ies  And  National  Lampoon  s 


Joy  of  Sex  in  deals  with  United  j 
and  Paramount,  respectively. 

But  he  seems  most  excited  t 
about  the  firm's  first  noncomedy  v 
since  Weight  Watchers  magazine: 
rated  animated  science  fiction 
called  Heavy  Metal.  For  a  couple  of! 
the  company  has  published  a  slick 
trated  science  fiction  magazine  b 
name  which  is  heavily  seasoned, 
drawings  of  unclothed  beings — bo 
man  and  alien.  The  magazine,  v 
circulation  of  200,000,  barely 
even.  But  Simmons  intends  to  mi) 
fertile  science  fiction  market  for  ; 
worth  with  his  Heavy  Metal  movie. 

Whether  or  not  the  movie  is  an 
tic  success,  it  has  one  stro) 
vantage.  Since  it  was  made  witha 
tors,  production  continued  during  t 
tors'  strike.  As  such,  the  movie  M 
coming  out  next  year  during  a  dry  sj 
movie  releases  and  won't  face  1 
competition  at  the  box  office  in  th« 
of  new  films. 

Not  enough?  Simmons  is  also  n 
ing  to  the  scene  of  his  one  big 
television.  Immediately  after  A 
House's  booming  success,  ABC  bol 
spinoff  called  Delta  House  from  Najl 
Lampoon,  Inc.  It  was  a  failure.  Sim 
"It  was  )ust  a  case  of  ABC  doing) 
they  damned  pleased.  They  put  it  c 
air  at  8  o'clock  on  Saturday  night 
my  memory  is  that  we  were  censoi 
an  average  of  16  times  a  show.  It  w 
abortion." 

Now  Simmons  will  be  doing) 
shows  for  two  of  the  networks  ill 
next  several  years.  In  the  immcdia 
ture  is  the  sale  of  Animal  Home  to  | 
the  networks  in  a  deal  that  could  br| 
at  least  $1  million  to  the  corn 
That's  almost  sure  to  deliver  a| 
boost  to  next  year's  earnings. 

Matty  Simmons  seems  like  a  kij 
candy  store.  He's  got  movies,  magai 
TV  shows.  He's  got  a  staff  to  hanq 
the  stuff.  He  just  bought  a  beautifuL 
sion  in  Beverly  Hills  so  he  can  hand) 
movie  work  while  longtime  emp) 
and  lawyer  Julian  Weber  sits  in  the  i 
dent's  chair  in  New  York,  handhfl 
publishing. 

What  if  he  has  a  string  of  Ha 
Gates!  Impossible.  None  of  thesq 
tures  involved  much  risk  capital! 
National  Lampoon.  The  studios  p 
most  of  that.  So  Simmons  is  sort  d 
the  little  girl  who  set  up  a  lemo 
stand  selling  the  juice  at  $100  a  glaj 
"I  only  have  to  sell  one,"  she  saifl' 
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WHAT'S  CONTINENTAL  TELEPHONE 
DOING  WAY  OUT  HERE? 


Continental  Telephone 
Corporation  has  a  mission 
in  space.  Just  as  it  does  in 
Manassas,  Virginia.  And  in 
Freeport,  Illinois.  And  in 
2,000  other  down-to-earth 
communities. 

American  Satellite 
Company,  our  joint  venture 
partnership  with  Fauchild 
Industries,  makes  high  speed 
voice,  data  and  image  trans- 
mission an  integral  part  of 
our  business.  It  is  an  impor- 
tant part  of  our  becoming  a 
dynamic  force  in  providing 
integrated  telecommunica- 
tions services. 

Another  important  link  is 
Executone,  Inc.,  a  subsidiary 
of  Continental.  Executone 
provides  terminal  equip- 
ment, including  intercom, 
paging  and  PABX  systems 
for  businesses,  hospitals  and 
other  institutions.  And  cable 
TV  is  provided  in  selected 
markets  through  Omni 
Communications . 

Network  Analysis 
Corporation,  another  sub- 
sidiary of  Continental,  ties  it 
all  together  It  gives  us  the 
advanced  know-how  to 
integrate  voice  and  data  net- 
works to  meet  customers' 
needs  in  the  rapidly  chang- 
ing world  of  telecommuni- 
cations. Which  brings  us  full 
circle.  From  Earth  to  the 
heavens  and  back. 

We  have  never  lost  sight 
of  our  primary  goals  as  a 
phone  company.  But  we 
hear  the  future  calling. 

E 

Continental  Telephone 
Corporation 


Marc  Fishzohn  trades  commodities  using  in- 
tuition instead  of  a  computer.  His  record  is 
impressive — his  strategy  is  almost  elementary. 


Riding  the 
long-term  trend 


The  Money  Men 


By  Nick  Galluccio 


arc  Fishzohn's  rapid-fire  dis- 
course on  population  growth, 
world  hunger,  energy  shortages 
and  economic  disaster  sounds  like  a  Bi- 
ble-thumping evangelist's  warning  of  the 
Apocalypse.  But  Fishzohn's  goal  is  prof- 
it— not  salvation.  He  is  a  professional 
money  manager  who  plays  the  rough- 
and-tumble  commodities  markets,  and 
be  operates  very  differently  from  most  of 
his  peers. 

Most  commodities  experts  use  charts 
and  computers  to  track  trading  for  buy  or 
sell  signals,  but  Fishzohn  is  a  fundamen- 
talist. "Commodity  and  currency  prices 
can  be  analyzed  just  like  stocks,  bonds 
and  real  estate,"  he  explains.  "Sure  there 
are  fads,  but  basically  you  try  to  uncover 
the  long-term  trends  and  recognize  when 
you're  wrong.  Otherwise,  the  markets 
will  break  you." 

Lately  Fishzohn,  43,  who  works  12 
hours  a  day  and  reads  esoterica  like  com- 
modity situation  reports  from  the  U.S. 
Department  of  Agriculture  and  the  World 
Sugar  Journal ,  has  done  his  best  to  break 
the  markets.  Since  1975  he  has  given 
clients  an  average  annual  return  of 
45% — after  brokerage  commissions  and 
management  fees,  which  can  eat  up  25% 
of  an  active  commodity  account.  As  a 
result  Fishzohn's  firm,  Los  Angeles- 
based  Cambridge  Research  &  Manage- 
ment Co.,  which  sets  its  management 
fees  at  6%  of  assets  plus  15%  of  profits, 
now  handles  more  than  $17  million. 
Compared  with  the  billions  entrusted  to 
pension  fund  professionals,  that  seems 
trifling,  but  only  a  handful  of  commodity 
traders  manage  more  than  $20  million. 

Unlike  crapshooters  who  make  ten  or 
more  transactions  a  day,  Fishzohn  nor- 
mally holds  a  position  for  two  months 
and  invests  no  more  than  20%  of  an 
account  in  any  one  commodity.  Over  the 


past  year  about  62%  of  his  trades  have 
been  profitable.  But  like  poker  or  black- 
jack, commodities  is  a  game  of  probabil- 
ities, and  Fishzohn's  success — and 
CRM's  current  income  of  roughly  $  1  mil- 
lion annually — will  last  only  as  long  as  he 
can  keep  the  odds  in  his  favor. 

A  native  New  Yorker,  Fishzohn 
worked  four  years  as  a  project  engineer 
for  Bechtel  Corp.  and  Pullman's  Kellogg 
division  before  entering  Harvard  Busi- 


CRM's  Marc  Fishzohn 

Keeping  the  odds  in  his  favor. 


ness  School,  where  he  earned  his 
in  1970.  While  at  Harvard  he 
summer  as  a  security  analyst  for 
holm's  copper-  and  iron-mining  C 
Corp.  He  later  joined  Los  Angela 
Management,  the  investment  am 
old  Equity  Funding  Corp.,  as  a  s 
analyst  covering  metals  stocks  an  -:' 
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national  currencies. 

By  1973,  however,  he  was  con 
that  the  dwindling  worldwide  su 
natural  resources,  energy  and  foe 
made  commodities  a  more  att 
long-term  inflation  hedge  than  sti 
bonds.  The  next  year  Fishzohn 
New  York's  Drexel  Burnham  Lam 
a  commodities  specialist  and  late] 
its  Southern  California  commodit 
ation.  He  started  CRM  in  1978.  Fi 
is  bullish  long-term  on  all  commi 
and  metals,  and  the  reason  for  thai 
conviction  that  annual  inflation  d  1S50O, a le 
or  more  is  here  to  stay.  That  mi 
bad  for  stocks  and  bonds,  but  he  b 
it  almost  surely  will  hike  comi 
prices. 


Fishzohn's   reasoning?    He  loc 
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growing  birth  and  declining  death1 
and  the  upgrading  of  living  stand, 
nearly  three-quarters  of  the  world  tnai 
pie:  "Of  the  4.5  billion  people 
world  today,  only  1  billion  enioy 
die-class  living  standard,  and  the 
want  one — countries  like  China, 
co,  Indonesia,  Iraq,  plus  Africa.  A 
nations  become  more  industrializ 
world  will  not  be  able  to  generate 
at  the  rate  demand  is  building." 

Climatic  conditions  will  also 
commodity  prices  upward.  Wor 
inventories  of  corn,  wheat,  soybeai 
sugar  are  now  near  historic  lows, 
as  a  result  of  bad  weather  and  shor 
in  the  U.S.,  Russia,  Poland,  C 
Cuba  and  Mexico.  "If  we  have  a 
bad  year  in  1981,  foodstuffs  w 
through  the  roof,"  says  Fishzohn, 
betting  that  the  prices  of  these  cor 
ities  could  soar  by  as  much  as 
Sugar,  for  example,  which  has  gon 
cents  a  pound  from  20  cents  in 
could  reach  80  cents.  Soybeans  cc 
from  $10  to  $22  a  bushel;  corn,  $41 
and  wheat,  $5  to  $10. 

Beyond  the  increased  demand 
underdeveloped  countries  and  th 
rich  Middle  East  and  Mexico,  Ch 
cently  bought  6  million  tons  of 
from  the  U.S.  Russia,  which  has  si 
two  consecutive  bad  crop  yea 
buying  from  25  million  to  35 
tons  of  wheat  and  corn  in  world  ma 
If  grain  commodity  prices  rise,  so 
will  prices  for  cattle,  hogs  and  poi 
lies,  because  the  cost  of  raising  thei 
be  higher 

While  Fishzohn  keeps  a  porti 
each  account  invested  long  term  ii 
these  commodities,  he  is  also  trad 
temporary  price  swings  to  hedge  ai 
the  potential  risk  of  abundant  crop 
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7ake  corn:  Should  its  price  over  the 
ew  weeks  dip  to,  say,  $3.20-to- 
:a  bushel  from  today's  $4,  Fishzohn 
uy  more,  then  unload  it  once  it 
back  toward  the  $4  level. 

about  metals?  "Because  infla- 
nduced  by  rising  oil  and  commod- 
ists,  will  continue  at  the  10%-to- 
vel,  investors  will  increasingly  di- 
their  portfolios  into  gold  and  sil- 
iving  prices  far  higher,"  says  Fish- 
But  that  won't  occur  right  away 
e  soaring  interest  rates  in  the  U.S. 
loning  money  from  precious  met- 
igh-yielding  instruments  like  U.S. 
l  iry  bills.  So  he's  out  of  precious 
for  the  moment.  However,  Fish- 
Delieves  still  higher  interest  rates 
deepening  worldwide  recession 
ns|iepress  gold  over  the  next  18 
s  from  its  recent  $600  an  ounce  to 
1  $500,  a  level  at  which  he  recom- 
buying  the  metal.  Looking  ahead 
to  five  years,  gold  could  reach 
plus  an  ounce,  he  says, 
the  next  12  months,  moreover, 
hn  might  well  plunge  into  copper, 
d,  zinc  and  platinum.  Before  doing 
vever,  he  wants  to  see  signals  that 
t  rates  and  unemployment  are  fall- 
d  industrial  production  is  climb- 
ices  for  these  metals  will  rise  as 
rial  demand  for  them  increases, 
-heeled  investors  who  can  afford 
Im's  $100,000  minimum  invest- 
mi;  and  agree  with  his  philosophy  of 
eras  :rm  commodity  trading  are  flock- 
CRM's  offices  these  days,  but 
hn  is  quick  to  point  out  the  risks, 
oybeans,  on  which  he  is  bullish 
\t  a  recent  $9  a  bushel,  a  July 
ct   for   5,000   bushels  ($45,000 
of  beans)  requires  a  minimum 
commitment,  but  a  mere  10%  dip 
jbean  prices  would  wipe  out  that 
amount.  Should  soybean  prices 
10%  before  the  July  contract  ex- 
however,  an  investor  stands  to 
on  a  handsome  100%  return, 
cushion  against  such  volatility, 
n  puts  up  33%  of  the  value  of  a 
:t    ($15,000,    for    example,  on 
0  worth  of  soybeans)  to  cover  er- 
ice  swings.  What's  more,  he  auto- 
lly  closes  any  account  when  losses 
one-third  of  total  capital — some- 
hat  hasn't  happened  yet. 
managing  a  $  1 7  million  commod- 
tfolio  brings  its  share  of  sleepless 
Early  this  year,  for  example,  corn- 
prices  were  falling  as  a  result  of 
leral  Reserve  Board's  tight  money 
s.  Fishzohn  took  a  big  short  posi- 
cotton,  assuming  it  would  be  hurt 
general  downtrend. 

the  Chinese  bought  2  million 
sending  prices  up  a  quick  25%. 
in  sold  quick  and  cut  his  losses, 
try  to  fight  the  market,"  he  con- 
"If  you've  made  a  mistake,  get 
a  hurry."  ■ 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 
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Observations 


The  Fed  could  have  stopped  inflation  dur- 
ing any  of  the  credit  crunches  since  1966 
by  letting  the  crunch  develop  into  a  crisis. 

THE  FED  NEEDS 
A  NEW  THEORY 


By  Ashby  Bladen 


Our  current  the- 
ories about  the  fi- 
nancial system  start 
with  the  money 
supply,  which  is  im- 
plicitly assumed  to 
be  something  other 
than  credit.  In  my 
opinion,  continuing 
to  draw  a  distinc- 
tion between  mon- 
ey and  credit  is  an  example  of  cultural 
lag  that  leads  to  mischievous  conse- 
quences in  the  real  world. 

Before  1914  there  was  a  distinc- 
tion between  money  and  credit.  Our 
word  money  stems  from  the  Latin 
word  moneta ,  which  means  coins.  In 
granddad's  day  money  consisted  of 
precious  metals  in  the  form  of  bul- 
lion or  coins  that  constituted  pur- 
chasing power  because  they  were  in- 
herently valuable.  Granddad  consid- 
ered anything  that  was  written  or 
printed  on  paper  to  be  a  financial 
instrument — an  evidence  of  a  debt — 
and  not  money  in  the  primary  sense 
of  the  word.  The  only  exceptions 
were  warehouse  receipts  for  precious 
metals,  which  could  be  freely  ex- 
changed for  the  underlying  metals. 
You  may  recall  that  our  gold-  and 
silver-certificate  dollar  bills  were  pre- 
cisely such  warehouse  receipts,  and 
were  readily  exchangeable  for  coins 
or  bullion. 

In  the  19th  century  the  amount  of 
credit  money  that  the  central  bank 
could  create  by  issuing  its  own  notes 
was  limited  to  a  modest  multiple  of 
its  holdings  of  precious  metals.  That 
arrangement  made  inflation  mechani- 
cally infeasible  because  anyone  who 
became  worried  about  it  could  opt  out 
of  the  financial  system  altogether  by 
exchanging  his  financial  instruments 

Ashby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  wirh  the 
Developing  Financial  Crisis. 


for  precious  metals.  By  doing  so  he 
automatically  reduced  the  ability  of 
the  system  to  create  an  inflationary 
overexpansion  of  credit. 

These  19th-century  arrangements 
in  Europe  lasted  until  August  1914, 
when  the  continental  countries  went 
off  gold  in  order  to  finance  the  war 
by  selling  government  bonds  and  is- 
suing inconvertible  debt  currencies. 
After  the  war  the  unstable  democrat- 
ic governments  that  were  imposed 
upon  the  defeated  central  powers  be- 
lieved that  they  had  to  give  every- 
body all  the  credit  they  wanted,  or 
else  there  would  be  a  communist 
revolution.  The  result  of  this  whole- 
sale debt  formation  was  ruinous  hy- 
perinflation that  wiped  out  the  sav- 
ings that  had  been  held  in  the  form 
of  financial  claims. 

The  U.S.  went  off  gold  in  1934  as 
part  of  a  deliberate  policy  of  "refla- 
tion," and  we  were  forced  off  silver 
by  inflation  in  the  mid-1960s.  The 
consequence  is  that  we  also  now 
have  an  inconvertible  fiat,  or  debt, 
money;  and  the  ability  of  our  finan- 
cial system  to  create  an  inflationary 
overexpansion  of  credit  also  is  now 
unlimited. 

If  the  automatic  mechanism  of  the 
gold  standard  were  the  only  reason 
for  the  price  and  financial  stability  of 
the  19th  century,  one  would  have  to 
conclude  that  we  are  headed  for  hy- 
perinflation because  there  is  no  me- 
chanical arrangement  left  in  our  sys- 
tem to  prevent  it.  But  I  believe  that 
the  gold  standard  is  only  part  of  the 
story,  and  the  less  important  part  at 
that. 

During  the  19th  century  govern- 
ments did  not  consider  themselves 
to  be  responsible  for  the  perfor- 
mance of  the  economy,  or  for  rescu- 
ing people  from  the  consequences  of 
their  own  foolishness.  In  those  cir- 
cumstances people  borrowed  and 
lent  prudently  because  they  knew 
that  in  an  unguaranteed  economy 
imprudent  borrowers  and  lenders 
could  easily  go  bankrupt,  which  in 


the  19th  century  was  an  extremely) 
unpleasant  experience.  People  bor 
rowed  and  lent  money  mainly  toi 
finance  productive  real  investments! 
like  tools,  mines,  railroads  and  fac 
tories  that  provided  their  own] 
means  of  repayment  by  increasing 
the  efficiency  and  productivity  of| 
human  efforts. 

The  main  reason  we  now  have  a| 
serious  and  accelerating  inflation  isl 
that  the  well-intentioned  but  unwise) 
political  policies  of  the  last  20  years, 
and  in  some  respects  of  the  last  50 
years,  have  undermined  that  prudent 
self-interest  in  keeping  the  rate  of) 
debt  formation  moderate.  Borrowers 
now  believe  that  the  best  way  tot 
stay  ahead  of  the  inflation  is  to  be  as 
heavily  in  debt  as  possible,  and  lend- 
ers believe  that  the  inflation  will  bail 
them  out  of  whatever  bad  loans  they 
make.  Moreover,  we  now  borrow 
and  lend  at  least  as  much  to  finance 
the  purchase  of  inflation  hedges — 
particularly  houses — as  we  do  to  fi- 
nance productive  real  investments. 
That  is  one  of  the  main  reasons  ourl 
once-high  national  standard  of  living 
is  falling. 

Inflation  has  to  end  sometime  be- 
cause the  progressive  disruption  of 
the  real  economy  that  it  causes  will 
eventually  produce  chaos.  It  had  to 
end  in  Germany  in  1923  because  the 
farmers  were  no  longer  willing  to  sell 
food  in  exchange  for  worthless  finan- 
cial instruments,  and  urban  Germany 
was  beginning  to  starve.  In  Novem- 
ber 1923  Hjalmar  Schacht  ended  it  by 
refusing  to  make  available  all  the 
credit  that  the  market  demanded. 
The  deflationary  impact  upon  the 
heavily  overindebted  German  econo- 
my was  extremely  severe;  but  by 
then  it  was  quite  literally  a  matter  of 
life  and  death. 

We  do  not  have  to  wait  until  things 
get  that  bad  here;  but  sooner  or  later 
we  do  have  to  make  credit  marginally 
unavailable  so  that  the  resulting  de- 
faults, losses  and  bankruptcies  of I 
overextended  borrowers  and  lenders 
remind  us  that  finance  is  inherently  a 
risky  business  that  should  be  engaged 
in  prudently.  The  Fed  could  have 
stopped  the  inflation  during  any  one 
of  the  credit  crunches  that  have  oc- 
curred since  1966  simply  by  letting 
the  crunch  develop  into  a  crisis.  In- 
stead, it  has  consistently  panicked  at 
the  first  sign  of  crisis,  and  flooded  the 
country  with  additional  credit.  Until 
its  actions  are  informed  by  a  more 
realistic  theory  of  the  financial  sys- 
tem, the  inflation  will  continue  to 
worsen.  ■ 
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Give  the  gift  with  a  message 

Here's  food  for  thought  as  well  as  for  the  table. 


The  capitalist  of  your  choice  (or  even 
a  member  of  the  opposition)  will 
enjoy  this  eminently  digestible 
Cookie  Edition  of  The  Sayings  of 
Chairman  Malcolm.- 

Fifty  cookie-clad  sayings  from  the 
popular  little  green  book  by 
America's  favorite  capitalist, 
Malcolm  Forbes  (now  in  "yet 
another"  printing)  are  now  available 
in  the  colorful  canister  shown.  Each 
can  is  chock-full  of  his  most 
fortunate  Sayings. 

For  just  $  1 5,  you'll  find  this  delicious 
tinful  of  wisdom  the  perfect  gift  for 
that  special  someone  who  has  it  all 
.  .  .  including  a  sense  of  humor. 

For  prompt  handling  of  your  order, 
send  $15  in  check  or  money  order, 
plus  $3  for  postage  and  handling, 
along  with  the  coupon  below,  to: 


FORBES  CAPITALIST  COOKIES 
60  Fifth  Avenue 
New  York,  N.Y.  10011 

Please  ship  _       _  cans  of  FORBES  CAPITALIST  COOKIES  to  the  address 

shown  below.  Enclosed  is  a  check  in  the  amount  of  $  covering  the 

cost  of  $15  per  can,  plus  $3  each  for  postage  and  handling.  Mail  the  cookies  to: 


Name 


Address 


City,  State,  Zip 

(Please  add  applicable  sales  tax. 


Personal 
Affairs 


Fdited  By  William  (  j.  Flanagan 

Buying  gold  on  the 
installment  plan 

Jiirg  Lattmann  is  a  somewhat  smug 
Swiss,  already  rich  and  successful 
in  his  early  30s,  who  only  shakes 
his  head  in  dismay  when  asked  if  anyone 
should  still  invest  in  gold.  To  him,  in- 
deed to  most  Swiss,  it  is  like  asking  if 
chocolate  is  sweet. 

But  he  is  polite.  It  is  with  patience  that 
he  explains  to  a  listener  his  reasoning, 
and  in  the  process  also  plugs  his  own 
company's  new  Goldplan — which  he  be- 
lieves in  strongly  enough  to  run  around 
the  world  peddling.  Indeed,  the  whole 
scheme  is  his  brainchild. 

Long  term,  Lattmann  is  convinced 
that  the  price  of  gold  can  go  in  only  one 
direction,  and  he  doesn't  care  which  cur- 
rency you  measure  it  in — even  his  own 
hallowed  Swiss  franc.  He  points  to 
recent  history.  From  1977  to  1980,  for 
example,  gold  appreciated  272%  against 
the  U.S.  dollar,  331%  against  the  Canadi- 
an, 182%  against  the  British  pound, 
205%  against  the  Japanese  yen,  170% 
against  the  German  mark  and  even 
140%  against  the  Swiss  franc.  He  sees 
that  trend  continuing  but  not  necessarily 
on  a  constant  curve.  So  he  does  not  favor 
short-term  speculation  in  the  precious 
metal.  "If  speculation — in  and  out  trad- 
ing— is  your  goal,  we  can  be  of  Little 
assistance,"  reads  the  Goldplan  bro- 
chure, which  he  quotes  from  by  heart. 

He  adds,  however,  "If  your  objective  is 
acquiring  gold  for  the  long  term,  science 
can  be  used  to  your  advantage." 

Lattmann  is  hardly  alone  in  putting  so 
much  confidence  in  gold  over  the  long 
run,  of  course.  -Hardly  anyone  predicts 
the  demise  of  worldwide  inflation,  and 
the  constant  slope  in  the  purchasing 
power  of  currencies  is  what  accounts  for 
the  Alpine  rise  in  the  value  of  gold. 

To  Lattmann  and  others,  then,  it  is 
not  so  much  a  question  whether  you 
should  buy  gold  for  the  long  pull,  it  is 
how.  Ergo  his  Goldplan,  which  is  a  sys- 
tematic way  of  cost-averaging  purchases 
of  gold.  It  is,  in  effect,  a  monthly  invest- 
ment plan,  similar  to  those  once  popular 
for  buying  mutual  funds  but  applied  to 
chunks  of  gold  instead  of  fund  shares. 
You  put  up  a  certain  amount  of  cash,  say, 
S  10,000  to  start  with,  and  add  a  constant 
amount  each  month — say,  $1,000.  As 
the  price  of  gold  fluctuates,  so  does  the 
amount  of  gold  you  buy.  If  it  dips  next 
month  to  below  today's  price,  you  wind 
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up  with  more  gold  than  you'd  get  today. 

Assuming  there  are  price  dips  from 
time  to  time,  and  that  gold  nonetheless 
has  a  long-term  uphill  run,  such  cost 
averaging  is  the  cheapest  way  of  buying 
gold  periodically — unless  you  guess  the 
market  perfectly  and  only  buy  when  it 
dips  to  its  lowest  point.  Good  luck. 

Cost  averaging  is  different  from  unit 
purchase  averaging,  which  is  an  easier, 
more  common  way  to  build  a  gold  stash. 
You  buy  a  certain  amount  of  gold— say, 
one  Krugerrand  a  month — no  matter  the 
cost.  But  since  you  don't  buy  more  gold 
than  usual  when  the  price  is  temporarily 
depressed,  you  could  easily  wind  up  pay- 
ing moreper  ounce  of  gold  over  the  long 
run  than  you  would  using  cost  averaging, 
where  the  amount  you  get  each  month 
varies  according  to  the  market  price.  Ex- 
ample: Let's  say  you  started  accumulat- 
ing gold  in  the  fourth  quarter  of  1974, 
when  gold  was  $174.80  per  ounce,  and 
continued  to  buy  one  ounce  every  quar- 
ter for  five  years.  You  would  have  wound 


up  with  21  ounces  of  gold,  for  $3,91 1.70, 
which  boils  down  to  an  average  purchase 
price  of  $186.27  per  ounce. 

On  the  other  hand,  if  you  decided  to 
invest  the  same  amount  of  caslj  each 
quarter  ($174.80),  after  five  years  your 
$3,670.80  investment  would  have  gotten 
you  21.893  ounces,  at  an  average  price  of 
only  $167.67  per  ounce. 

In  either  case  you'd  be  way  ahead  of 
the  game,  of  course:  The  Seventies  were, 
in  a  sense,  a  Decade  of  Gold.  Your  con- 
stant-ounce purchases  would  have  been 
worth  a  total  $10,983  last  Dec.  31,  repre- 
senting a  profit  of  $7,071.30,  or  181%. 
But  your  constant-  Uiatsl  purchases 
would  have  cost  you  about  $240  less,  yet 
would  have  realized  a  higher  total  profit 
of  $7,792,  or  212%. 

Of  course,  you  don't  have  to  use  Gold- 
plan  to  cost-average  investments  in  the 
precious  metal.  Merrill  Lynch  has  a 
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Sharebuilder  Gold  Plan  that  allowl 
tors  to  put  up  as  little  as  SI 00  u 
and  a  minimum  ot  S^0  thereafter 
quently  as  they  like.  And  Citil 
New  York  permits  investors  to 
$100  monthly  gold  purchases  afte 
ing  a  gold  account  for  at  least  ! 
Dreyfus  has  its  Gold  Deposit 
which  requires  a  minimum  inil 
vestment  of  $2,500,  but  allows  in 
to  purchase  a  minimum  of  SI 00  w 
gold  as  often  as  they  want. 

But  there  are  at  least  three  key 
ences  with  Goldplan.  It  is  admin 
in  Switzerland,  and  Lattmann 
when  he  says  that.  Goldplan  was 
hy  the  Assurex  Group,  Swiss  ins) 
brokers,  and  the  gold  you  buy  am 
handled  and  stored  by  a  Swiss  bai 
berseebank  AG,  in  Zurich. 

But  it's  not  the  secrecy  of  Swisi 
that  makes  the  location  especially] 
tant,  in  Lattmann's  view.  (If  youi 
keep  your  gold  cache  hidden  from  0 
or  anybody  else,  you  don't  have  tj 
Switzerland  to  do  it.)  It's  the  fact 
can  take  your  money  out,  when  yo 
or  simply  want  to  collect,  in  the  ci 
of  your  choice,  in  the  country 
choice — you  can  sell  your  gold  hi 
over  time  in  Swiss  francs,  not  doll 
spend  them  in  Europe. 

Another  feature  of  Goldplan  is, 
riety  of  ways  you  can  buy  and  se 
One  method  is  simply  with  son  ■• 
down,  and  then  monthly  instal 
over  a  given  number  of  years.  A  sa 
to  deposit  a  large  amount  of  cash  a 
gold  over  a  period  of  time — from 
ten  years — to  still  take  advantage 
averaging.  The  cash  portion  of  y  It 
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vestment,  meanwhile,  earns  mtei 

Goldplan  also  permits  you  to 
cash  deposit,  and  make  period 
chases  later  on  as  you  wish,  at  the 
wholesale  rate.  There  are  no  se 
limits,  however. 

When  it  comes  to  selling,  you  c 
your  gold  in  metal  form,  in  am  a 
you  like  or  in  gradual  installment 
as  you  accumulated  it.  You  stipe 
the  bank  how  much  money  yoi 
each  month,  and  they  will  sell  pi 
that  amount  of  gold  to  generate  1 
come.  Or  you  can  sell  a  specific 
each  month,  meaning  your  incor) 
vary  depending  upon  market  pnc<  I 
'    Not   surprisingly,    since   Gol  >.-. 
founder  is  also  president  of  Assur 
can  even  insure  your  retirement  r  I 
should  you  die  before  your  five- 
year  accumulation  plan  is  realize 
way  your  spouse  can  count  on  it  1 
There  are,  of  course,  fees  for  < 
the  Goldplan  options,  and  as  witl 
installment-type  investment  pla 
upfront  charges  can  be  steep; 
ture"  withdrawal  penalties  alsq 
But  note:  Probably  the  most  i 
thing  about  Goldplan  is  sticking 
investment  plan  through  thick  an 
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set  up  a  five-year  program,  and 
ips  20%  in  the  next  few  months 
ipears  headed  nowhere,  it  can  be 
•mpting  to  simply  pay  the  penal- 
d  cash  in — just  when  you  should 
king  to  your  guns.  Caveat  emptor. 
information  about  Goldplan  in 
America,  write  Goldplan  AG,  San 
autista,  Calif.  95045. 
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Not-so-fat  farms 

ow  it's  the  men  who  are  flocking 
to  health  spas.  And  not  just  show- 
biz types,  either.  More  than  half 
ests  at  the  posher  spas  are  top 
ate  executives  and  well-heeled  en- 
leurs.  Demand  is  so  great  that  spas 
never   intended   opening  their 
:o  men  are  being  forced  to. 
find  out  what  the  attraction  is, 
5  took  a  look  at  some  of  the  better- 
spas  and  came  away  unsmirking, 
a  bit  humbled.  For  the  spas  can 
.•xhausting  and  as  rejuvenating  as 
c  expensive.  A  typical  week's  stay 
in  ba  runs  $2,000  and  the  daily  pro- 
eads  like  this:  a  four-hour  exercise 
,  including  calisthenics,  running, 
lifting,  even  a  5-mile  mountain 
;fore  breakfast;  pool  exercises  and 
ning;   massage;   manicure,  pedi- 
lair  and  skin  treatments;  three 
tt  meals  totaling  no  more  than 
alories;  saunas,  hot  tubs  and  herb- 
ps.  To  shepherd  you  through  all 
e  three  employees  of  your  very 
vho  do  everything  from  help  you 
troj  c  to  serve  you  breakfast  in  bed. 
s  the  skeleton  plan,  the  basics 
by  all  the  spas.  Each  spa  has  ex- 
int  ^  the  Golden  Door,  a  lush  Japa- 
yle  inn  on  157  hilly  acres  outside 
ego,  your  room  will  be  appointed 
ipanese  antiques,  and  you'll  take 
lia  suitcaseful  of  organic  cosmetics 
ow-calorie  box  lunch  for  the  plane, 
reenhouse,  near  Dallas,  offers  its 
guests  fashion  and  jewelry  shows 
man-Marcus  (Stanley  Marcus  co- 
d  the  spa  in  1965). 
u  stay  at  The  Phoenix,  associated 
he  new  Houstonian  complex  in 
Dn,  you  can  have  full  run  of  the 
Miian  Fitness  Center  gym,  tennis 
and  jogging  track.  Most  spas  pro- 
flome  kind  of  exercise  clothes- 
jibes,  jogging  suits  or  leotards  for 
,     — and  limousines  to  ferry  you 

I  nd  to  the  airport. 
jjVt  ispas  are  not  designed  for  the  sloth- 
iu'll  be  up  at  6  a.m.,  on  the  go  most 
day  and  (most  guests  say)  ready  for 
book  and  bed  by  9  p.m.  But  note: 
n  skip  any  or  all  of  the  exercise 
ms  if  you  like.  In  fact,  one  Dallas 
;utive  checks  into  the  Greenhouse 
weeks  each  year  and  only  occa- 
y  leaves  her  room — she  says  it's 
ly  place  she  has  enough  peace  and 
o  do  creative  work. 


Chances  are,  however,  that  you  won't 
want  to  skip  out  on  the  exercises.  "It's 
frightening  to  look  at  your  program  the 
first  day  and  realize  they're  going  to  get 
you  to  walk  up  a  mountain  at  6  a.m.," 
says  San  Diego  magazine  publisher  John 
A.  Vietor,  at  66  a  nine-time  veteran  of 
the  Golden  Door.  "But  you  know  you 
won't  get  that  kind  of  exercise  at  home. 
That's  why  you  came." 

The  spas  aren't  special  health-care 
centers — designed  for  alcoholics  to  dry 
out,  or  for  the  obese  to  lop  off  body-size 
chunks  of  flab.  They  aren't  equipped  to 
handle  medically  prescribed  large  weight 
losses.  So  the  term  "fat  farm"  is  really 
inappropriate.  Still,  most  guests  lose  be- 
tween four  and  ten  pounds  in  a  week. 
The  idea  is  to  start  a  regimen  at  the  spa 
and  keep  it  up  at  home — a  notion  that 
meets  with  mixed  success. 

There  are  a  few  other  no-nos.  No 
smoking,  except  in  restricted  areas  (such 
as  your  room);  generally,  no  alcohol  (the 
spas  will  blacklist  you  if  they  catch  you); 
no  drugs  except  those  prescribed  by  a 
doctor  and  no  clandestine  food. 

If  this  begins  to  sound  like  an  elegant 
summer  camp,  it  is.  The  spas  even  em- 
phasize group  effort  and  competition,  in- 
cluding weight-loss  and  inches-loss  con- 
tests, volleyball  and  basketball  contests. 
"It  reminded  me  a  lot  of  football  camp," 
admits  Jack  Bates,  61,  chairman  of  Tul- 
sa-based  Reading  &  Bates  Corp.  and  a  15- 
time  Golden  Door  veteran. 

For  all  the  rigor,  though,  an  equally 
important  part  of  the  spas'  programs  is 


Salab  Hassanein  of  United  Artists  Theatres 
The  Golden  Door  is  not  for  the  slothful. 


John  Vietor,  magazine  publisher 

For  $2,000  per  week,  it  should  hurt. 


The  Greenhouse  spa  in  Arlington,  Tex. 
Three  meals  a  day — 1,200  calories. 

teaching  you  how  to  relax.  Relaxation 
time  is  built  into  the  schedule.  For  exam- 
ple, all  meals  last  at  least  one  hour.  "You 
can  just  tell  who  the  top  executives  are 
because  they  fidget  the  whole  time," 
says  Greenhouse  Director  Jill  Cury. 

The  spas  also  discourage  too  much  cof- 
fee and  too  many  calls  home.  By  the  end 
of  the  first  day,  though,  you  can't  help 
but  relax:  Four  .hours  of  exercise,  mas- 
sages, saunas  and  1,200  calories  a  day 
will  do  it. 

Obviously,  with  that  vigorous  a  pro- 
gram and  that  steep  a  price  tag,  the  spas 
aren't  for  everyone.  But  their  following  is 
loud  and  loyal.  Some  are  booked  months 
in  advance,  and  some  guests  have  re- 
turned more  than  30  times.  One  invest- 
ment banker  reportedly  asked  a  prospec- 
tive employer  to  include  two  weeks  at 
the  Golden  Door  in  his  benefit  package. 
He  said  he  needed  it  for  both  his  physical 
well-being  and  the  business  contacts  he 
made.  And  while  you  might  be  hard- 
pressed  to  convince  the  IRS  that  a  stay  at 
a  health  spa  is  a  deductible  business  or 
health  expense,  many  executives  have 
been  able  to  claim  a  partial  medical  de- 
duction. But  most  don't  even  try.  "I've 
given  up  trying  to  quantify  it,"  says  Har- 
old Thau,  president  of  Spectrum  Manage- 
ment, a  Connecticut-based  Hollywood 
consulting  firm,  of  his  four  stays  at  the 
Golden  Door.  "I'm  in  a  hectic,  pressur- 
ized business,  and  this  is  the  best  money 
I  could  spend." 

Here  are  the  particulars  on  some  of  the 
better-known  spas:  the  Golden  Door, 
P.O.  Box  1567,  Escondido,  Calif.  92025. 
Eight  weeks  for  men  only  (first  two 
weeks  of  March,  June,  September  and 
December),  seven  weeks  for  couples  (last 
two  weeks  of  March,  June,  September 
and  third  week  of  December).  It's  wom- 
en-only the  rest  of  the  year.  Limit  is  32 
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Located  in  the  exotic  Fiji  Islands,  Laucala 
(pronounced  Lauthala  in  Fijian)  is  a  4.7 
square-mile  island  resort  that  offers  a  few 
discerning  sport  fishermen  and  women 
the  vacation  opportunity  of  a  lifetime. 
Guests  of  Forbes  Magazine's  Fiji  Forbes 
island  plantation  will  enjoy  Laucala's 
beautiful  white  beaches,  crystal-clear 
waters  protected  by  coral  reefs  teeming 
with  exquisite  tropical  fish,  and  the  wide 
range  of  sporting  attractions  available  on 
this  lush  private  island. 
Sport  Fishing 

From  Laucala's  well-equipped  deep  sea 
boats,  fish  for  the  big  ones-Black  Pacific 
Sailfish,  Black  Marlin,  Jack  Fish,  Barred 
Mackerel,  Shark  and  feisty  Barracuda,  in 
what  are  virtually  virgin  fishing  waters. 
Be  one  of  the  first  to  cast  your  line  for 
these  trophies  in  a  new  area  of  the  world. 

Personal  Luxury 

With  its  exclusive  privacy  and  modern 
facilities,  Laucala  combines  the  best  of  all 
worlds.  Enjoy  all  the  natural  attributes  of 
this  tropical  paradise  without  the  intru- 
sion of  the  normal  tourist  routine.  A  per- 
fect place  for  sport  fishing  and  vacation- 
ing in  a  world  of  your  own  ...  a  real  "Bali 
Hai"  for  those  who  want  and  can  afford 
the  best. 

Prices  start  at  $2,500  per  person  for  up 
to  seven  days  of  sport  fishing,  including 
deep  sea  boats,  captain,  crew,  and  all 
equipment.  Additional  $100  per  diem  per 
person  charge  for  luxury  accommoda- 
tions and  amenities.  For  full  details  on 
accommodations,  rates,  transportation, 
etc.,  plus  full-color  brochure,  write: 


Noel  Douglas 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  NY  10011 

Name  


Address . 
City  


State . 
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persons  per  session.  Fees  are  $1,935  for 
men  and  women.  Men's  weeks  are 
booked  through  1981,  though  there  are 
cancellations. 

The  Phoenix,  adjacent  to  the  Houston- 
ian  complex,  1 1 1  North  Post  Oak  Lane, 
Houston,  Tex.  77024.  It  will  hold  its  first 
men's  week  Feb.  1  to  7  and  is  planning 
couples  weeks  as  well.  Fees  are  $1,950 
per  person.  There  are  openings  for  al- 
most all  its  13-person  sessions. 

The  Greenhouse,  Box  1 144,  Arlington, 
Tex.  76010.  Currently  for  women  only 
(38  per  session),  it  is  mulling  over  a 
men's  week  for  1981.  Fee  is  $2,000. 
Booked  through  June  1981. 

La  Costa  Resort  and  Health  Spa,  Carls- 
bad, Calif.  92008,  offers  a  "spa  plan"  for 
men  and  women:  $225  a  day  for  a  single, 
$335  a  day  for  a  double,  minimum  four 
nights.  Includes  room,  three  meals  (low- 


when. 


calorie  or  not),  golf,  tennis,  swn 
and  the  run  of  La  Costa's  spa  fac 
For  shorter  stays,  you  pay  $100  to 
day  for  a  room;  spa  activities,  golf, 
and  meals  are  a  la  carte.  Capacity 
persons  in  the  spa,  and  it's  rarel 
booked. 

Rancho    La    Puerta,  Tecate, 
92080.  The  Golden  Door  runs  tl 
lust  over  the  Mexican  border,  b  bv,' 
program  is  more  relaxed  and  st. 
$500  per  week  for  each  man,  \ 
and  child.  The  fare  is  low-calori< 
tarian  food  and  many  guests  ca 
the  exercise  program  to  loll  in  tl 
Capacity  is  125.  Booked  through 
ary  1981. 

Palm-Aire  Spa,  Pompano  Beacj 
33060.  Facilities  for  180  men  and  v 
in  weeklong  programs  for  about 
apiece  and  four-day  programs  f< 
that.  Includes  golf,  tennis,  raqucth 
and  beauty  salon. 

In  addition,  many  fine  hotels  th 
tennis,  golf,  water  sports  and  e 
plans  are  worth  checking  out.  TlJ 
elude  the  Homestead,  Hot  Sprin 
the  Greenbrier,  White  Sulphur 
W.Va.;  and  the  Harbor  Island  Spa 
Branch,  N.J. — Anne  Bagamery 


A  computer  under  the  tree? 


It  gets  harder  and  harder  to  resist 
buying  a  home  computer  these  days. 
Especially  with  Christmas  near  and 
all  those  ads  touting  the  educational  val- 
ue for  the  family  of  something  you  your- 
self have  been  dying  to  fool  around  with. 

But  before  you  succumb  to  the  $399 
come-on  from  Radio  Shack  or  others, 
keep  these  facts  in  mind:  A  home  com- 
puter requires  a  substantial  investment 
of  time,  money  and  energy  before  it  can 
begin  to  pay  off.  It  can  easily  take  $3,000 


and  four  months  of  perplexing  tn 
error,  for  example,  before  you  can 
machine  to  do  anything  more  thJ 
Space  Invaders. 

Still,  these  obstacles  won't  ston 
600,000  businessmen,  well-meani 
ents  and  the  affluent — always  loo| 
add  to  their  streak  of  neighb 
firsts — from  buying  home  con 
this  year.  "People  first  buy  it  as  a  i 
then  they  see  what  it  can  do.  Tel 
from  now,  it  will  be  a  necessity 
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Belly  dancer  unci  businesswoman  Jakkee  Btyson  of  Los  Gatos,  Calif 
A  little  Apple  each  day  saved  $13,000  a  year  in  payroll  costs. 
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I^hen  you  know  where  your  company's  going, 
Qeechcraft  can  get  you  there  faster. 


MBO.  Management  by  objectives.  It 
ins  you  know  where  your  company's  going. 
;  question  isn't  whether  you'll  get  there, 
when. 

Whatever  objectives  you've  set  up,  a 
pencraft  company  plane  can  help  you  reach 
n  faster. 

Increased  profitability?  We  can  help. 
Establishing  a  foothold  in  new  territories? 
can  help. 

Setting  the  best  service  record  in  the 
istry?  We  can  help. 
Because,  wherever  you're  going,  chances 
you  aren't  getting  there  by  staying  in 
office. 

And  business  travel  is  Beech's  business. 
We've  prepared  a  portfolio  on  business 
lane  use  that  can  have  a  real  impact  on 
r  management  and  your  objectives. 
It's  the  straight  truth  on  things  like  capital 
>very,  operating  costs  vs.  travel  costs, 
how  to  take  maximum  advantage  of 


minimum  manpower. 

It's  a  lot  oi  answers  to  one  big  question. 
Can't  we  get  there  a  little  faster? 


Send  for  your  free  Management  Guide 
to  Business  Aviation  in  the  '80's  and  get 
on  the  fast  track. 

Write  us  on  your  company  letterhead, 
and  we'll  send  you  everything  you  need 
to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which 
Beechcraft  suits  you  best.  Write  to: 
Beech  Aircraft  Corporation,  Dept.  K  2 1, 
Wichita,  Kansas  67201,  and  please, 
mention  if  you're  a  pilot.  If 
you'd  rather  call,  call  collect 
and  ask  for  Dick  Schowalter,  Jr.,'v 
(316)  681-7072. 

«5  Member  of  General  Aviation 
Manufacturers  Association 


■ 


jetprop  Super  King  Air  200  carries  8-15  passengers  in  pressurized  comfort  at  speeds  over  330  mph. 
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Gene  Carter,  sales  vice  president  of  Ap- 
ple Computer,  Inc. 

A  home  computer  basically  is  a  lillipu- 
tian  version  of  the  steel  monster  hum- 
ming in  your  data-processing  depart- 
ment. The  displays,  keyboards,  memo- 
ries and  central  processing  components 
of  that  multimillion  dollar  investment 
are  scaled  down  for  the  home — a  brainy 
typewriter  and  a  digital  version  of  a  "rec- 
ord player"  connected  to  a  television. 
Inside  are  a  couple  of  dollars'  worth  of 
silicon  chips,  including  at  least  one  of 
those  famous  microprocessors,  lots  of 
plastic  and  a  pinch  of  gold  and  silver. 
Describing  what  they  are  is  easy.  Ex- 
plaining why  they  may  be  useful  is  not. 

Even  the  manufacturers  admit  that 
their  products  are  a  little  too  esoteric  for 
the  innocent.  Laments  Raymond  Kassar, 
the  pragmatic  CEO  of  Atari,  the  elec- 
tronic game  and  computer  maker,  "The 
personal  computer  is  not  a  consumer 
product  today.  The  reason  is  that  the 
industry  has  not  been  attuned  to  the 
consumer." 

That's  why  more  than  half  of  all 
"home"  computers  are  actually  sold  to 
small  businessmen  who  use  them  mainly 
as  silent  accountants  doing  fairly  simple, 
repetitive  tasks.  In  retail  stores,  for  ex- 
ample, "home"  computers  often  manip- 
ulate large  amounts  of  information  to 
produce  useful  summaries. 

But  it  still  takes  an  especially  persis- 
tent neophyte  to  teach  his  or  her  com- 
puter to  perform  more  than  fairly  routine 
tasks.  That's  even  with  5,000  or  so  soft- 
ware packages  available — much  of  it  ex- 
pensive, and  only  marginally  useful,  and 
still  in  need  of  home  tailoring.  But  persis- 
tence can  have  its  rewards. 

Jakkee  Bryson,  for  example,  is  a  belly 
dancer  and  businesswoman  with  a  total- 
ly digital  back  office.  An  Apple  home 
computer  is  the  full-time  accounting 
staff  for  her  Beledi  Enterprises,  Inc.,  a 
mail-order  supplier  of  Jezebel  bras  and 
Nefertiti  cymbals.  A  $5,000  system  pre- 
pares the  general  ledger,  tracks  inventory 
and  accounts  receivable  and  even  prints 
the  mailing  labels  for  The  Belly  Dancer 
Magazine . 

Beledi  Enterprises,  Los  Gatos,  Calif., 
used  to  have  two  part-time  clerks  to  han- 
dle the  $79,000  in  annual  sales.  The 
home  computer  replaced  them,  saving 
$13,000  in  payroll  costs. 

Don  Fuller,  a  copilot  for  United  Air- 
lines, found  that  a  home  computer  saved 
him  thousands  of  dollars  a  year.  "It  paid 
for  itself  in  ten  months,"  says  the  subur- 


ban Chicagoan.  He  programmed  his  Ap- 
ple to  do  his  trip  scheduling  each  month. 
He  now  gets  the  maximum  allowable 
flying  hours  into  the  least  number  of 
days  from  the  flights  offered  him. 

But  getting  results  like  that-takes  time, 
of  course.  "To  be  fluent,  it  took  me  three 
and  a  half  months.  I  averaged  25  hours  to 
30  hours  per  month  exploring,"  he  says. 

And,  since  original  computer  input  is 
through  a  keyboard,  proficiency  there, 
too,  is  important.  "The  computer  people 
will  say  otherwise,  but  if  you  want  to  get 
the  maximum  out  of  your  machine, 
knowing  how  to  type  is  a  godsend,"  says 
belly  dancer  Bryson. 

Another  difference  between  what  the 
salesperson  might  say  and  the  real  world 
is  the  final  cost  of  home  computering. 
Forget  about  those  ads  for  a  $1,200  Apple 
computer  or  a  $399  special  on  TRS-80s. 
That's  like  buying  a  stereo  without 
speakers.  A  decent  complete  system  will 
cost  a  minimum  of  $2,000,  but  most 
users  and  manufacturers  concede  that 
the  average  cost  is  about  $3,000.  And 
that  does  not  include  the  software.  At 
$20  to  $400  per  program,  they  are  what 
phonograph  records  are  to  a  stereo  sys- 
tem. No  records,  no  music.  Unless  you 
play  your  own,  of  course.  And  there's  the 
rub:  Writing  your  own  computer  pro- 
gram probably  requires  more  time  and 
attention  than,  say,  learning  to  play  a 
few  tunes  on  the  piano. 

That's  not  to  say  that  some  individuals 


can't  get  a  lot  of  valuable  use  from 
computers.  Engineers,  for  examn 
ready  skilled  in  using  computers  aj 
culators,  can  get  a  lot  of  mileage  o| 
home  system.  They  can  select  fl 
broad  range  of  highly  specialize) 
grams.  McClintock  Corp.  of  Miai 
example,  provides  several  doze^ 
grams  alone.  A  typical  offering: 
Design,  Static  Regain,  Equal  Fricti 
Constant  Velocity." 

But  to  keep  you  interested  whfl 
develop  computer  skills  and  lea 
appropriate  lingo,  there  are  plei 
games  you  can  play — some  beyonJ 
child's  play.  One  program  called 
lude,"  for  example,  aims  at  imprq 
couple's  sex  life.  Each  partner  ai 
queries  about  sexual  preference 
moods,  and  the  computer  advis) 
mate  on  the  ideal  encounter.  At  $3 
kind  of  soft-core  software  has  been 
ing  Syntonic  Software  in  Houston 
ming.  About  10,000  'interludes'! 
been  sold  in  seven  months. 

Moral:  If  you  are  seriously  inta 
in  a  home  system,  don't  buy  in 
Spend  some  time  talking  to  user] 
best  advice  is  likely  to  come  fronj 
puter-user  groups  and  clubs. 

If  you  get  the  bug,  plan  on  spen 
few  hours  poking  around  at  several) 
ers  trying  out  different  systems.! 
really  is  no  clear  "best,"  it's  la| 
matter  of  your  style,  potential  u| 
budget. — Larry  Marion 


New  tools  for  tape  watchers 


For  the  active  stock  trader,  a  fair- 
ly sophisticated  and  expensive 
home  computer  is  rapidly  be- 
coming a  necessity.  Indeed,  some  dis- 
count brokerage  firms  will  give  you 
discounts  so  hefty  on  the  hardware 
and  software  needed  to  plug  into  the 
New  York  or  American  stock  ex- 
changes, as  well  as  their  own  data 
banks,  that  the  systems  are  almost 
without  cost  for  very  active  individual 
traders.  Source  Securities  Corp.  (800- 
221-5388,  or  212-422-6000  in  New 
York  State)  has  one  such  arrange- 
ment. Max  Ule  &  Co.  (800-223-6642 
or  212-687-0705)  is  another.  Ule  also 
included  an  impressive  line  of  its  own 
software  useful  for  active  traders. 

For  the  less  active  trader,  however, 
Standard  &  Poor's  has  iust  introduced 
an  inexpensive  STOCKPAK  software 
program  that  is  compatible  only  with 
the  Tandy  TRS-80  computer  (level  n, 
32K  memory  with  two  disc-drives). 
At  $49.95,  STOCKPAK  is  an  easy  way 
of  building  at  least  a  basic  storehouse 
of  stock  information  in  a  hurry. 

STOCKPAK  software  enables  the 
user  to  run  screens  on  a  data  base  of 


900  stocks— the  S&P's  500  and  j 
other  widely  traded  securities.  Thl 
financial  facts  and  figures  on  e 
company  are  at  your  fingertips, 
what  makes  the  system  fun  to  fi] 
with  is  that  you  can  juggle  those 
ures  around  in  a  lot  of  different  w 
For  example,  you  might  want  to 
the  stocks  in  the  900  STOCK1 
universe  for  those  that  sell  at  a 
count  from  book  value  of  50%l 
more,  and  have  a  debt/equity  ratu 
0.5  or  less.  All  it  takes  is  a  few  sin) 
commands. 

In  addition,  STOCKPAK  allov^l 
user  to  evaluate  and  manage  a  stfl 
portfolio  of  up  to  100  securities 
"record  as  many  as  30  transactions 
each  issue.  Such  information  as 
and  sell  transactions,  price,  divide 
and  stock  splits  can  be  easily  and ; 
manently  recorded. 

To  keep  current,  of  course, 
should  also  subscribe  to  a  monl 
data  base  update  service  to  STO' 
PAK.  Each  month  you  will  get  a 
containing  update  information  on 
900  companies  in  the  program.  1 
price:  $200  a  year. — Steve  Kichen 
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Faces 

Behind  The  Figures 


Kditcd  by  Jefferson  ( Jrigsby 

The  Saudi  advantage 


Gulf  Chairman  Jerry  McAfee 
It  cant  last  forever,  can  it? 

Why  were  Gulf  Oil's  third-quarter  earn- 
ings down  a  devastating  41%  while  four 
other  of  the  Seven  Sisters — Exxon,  Mo- 
bil, SoCal  and  Texaco — were  posting  9% 
to  20%  gains? 

The  Saudi  Arabian  connection,  says 
Gulf  Chairman  Jerry  McAfee.  Those  four 
are  all  Aramco  partners,  and  "even 
though  they  have  been  nominally  taken 
over  in  Saudi  Arabia,  they  still  enjoy 
access  to  lower-priced  crude  than  the 
rest  of  us  can  get." 

The  Saudi  advantage,  of  course,  has 
always  been  there.  What  amplified  it  this 
year  was  the  world  oil  glut.  Non-Aramco 
companies  like  Gulf  have  customarily 
had  to  pay  up  to  $6  a  barrel  more  for  oil. 
In  tight  supply  situations,  that  still  leaves 
plenty  of  profit.  But  in  a  soft  market 
Saudi-supplied  companies  can  cut  prices 
to  maintain  market  share. 

This  year  Gulf  compounded  that  diffi- 
culty by  stubbornly  trying  to  maintain 
margins.  "We  may  have  ridden  that  horse 
a  little  bit  too  long,  to  our  volumetric 
detriment,"  concedes  the  64-year-old 
McAfee.  "So  now  margins  have  given 
way — quite  a  bit . "  In  fact,  competition  has 
forced  Gulf  to  cut  gas  prices  by  4  cents  to  6 
cents  a  gallon  over  the  last  few  months. 

The  answer?  Gulf  is  "exploring  like 
crazy"  in  Canada,  the  North  Sea,  Indone- 
sia and  Africa  to  ease  dependence  on  coun- 
tries like  Kuwait  and  Venezuela,  which 


last  year  provided  60%  of  its  oil.  Still, 
McAfee  believes  the  Saudi  connection  is 
only  a  temporary  advantage:  "Sooner  or 
later,  the  law  of  supply  and  demand  will 
•equalize  prices." — Jeff  Blyskal 

The  difficult  dream 

"I  really  hate  to  say  it,"  says  Sidney  Shift, 
"but  making  money  is  easy."  As  Shiff 
has  discovered,  it  is  labors  of  love  that 
are  hard. 

A  former  national  sales  manager  for 
Shearson  Hammill,  Shift'  made  enough 
money  speculating  in  gold  to  retire  at  47 
in  1971.  He  ran  for  Congress  from  New 
Jersey  and  was  a  dollar-a-year  man  with  a 
government  antipoverty  program  before 
taking  on  a  real  challenge:  turning 
around  near-bankrupt  Limited  Editions, 
the  fine-book  club. 

Started  in  1929  by  George  Macy  to 
publish  expensive  editions  of  the  classics 
illustrated  by  the  likes  of  Picasso  and 
Henri  Matisse,  Limited  Editions  foun- 
dered under  a  succession  of  owners  after 
Macy  died  in  1956.  Shiff  raised  $100,000 
to  buy  it  in  1978  anM  put  in  8200,000  of 
his  own  money  to  pay  off  debts.  Now 
he's  trying  to  rebuild  its  depleted  mem- 
bership— never  more  than  2,000,  it's 
now  "over  1,000" — with  "contemporary 
classics"  like  Fitzgerald's  The  Great  Gatsby 
and  Rachel  Carson's  The  Sea  Around  Us. 

Despite  obvious  collectible  appeal 
(Macy's  Ulysses,  published  in  1935,  now 
sells  for  over  $2,000  at  rare-book  dealers), 
a  book  club  whose  books  cost  $60  apiece 
is  a  hard  sell.  But  Shiff  remains  commit- 
ted. "I  wasn't  planning  to  do  this,"  he 
says.  "But  somebody  had  to  run  it.  So 
here  I  am." — Karen  Cook 


t 
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Shiff  of  Limited  Editu  >«s 
Labors  of  love  are  hardest. 


New  York  Ted  President  Anthony  Soi 
A  stateless  and  efficient  marl 


Come  home,  Tops 

The  Federal  Reserve's  new  plan 
national  banking  by  U.S.  banks 
historic  implications  over  the  1 
but  one  of  the  short-term  sere 
says  Anthony  Solomon,  preside 
New  York  Federal  Reserve  Bank, 
won't  increase  his  regulatory  dut 

In  fact,  his  responsibilities  wil 
very  little  if  the  plan,  given  prel 
approval  by  the  Fed  last  month,  gj 
effect  on  schedule  next  Octobj 
banks  will  be  able  to  bring  honj 
offshore  shell  branches  from  plal 
the  Bahamas  or  the  Cayman 
without  bringing  their  $130  billii 
in  deposits  there  under  the  Fed's 
requirements.  Long  term,  this 
bookkeeping  change  may  workj 
mental  changes  in  world  bankin 
mately,  Solomon  hopes,  it  will 
to  the  U.S.  some  of  the  $520  billid 
dollar  market  now  centered  in  pla 
London  and  Hong  Kong. 

The  Fed's  plan  represents  a  fun 
tal  change,  too,  in  U.S.  thinking 
untary  foreign  credit  restraint  J 
was  imposed  in  the  late  Sixties 
the  Fed  was  trying  to  discourage 
borrowing  of  dollars  in  the  U.S 
suit  of  that  move  was  the  statele: 
dollar  market,  which  "grew  like 
says  Solomon,  "and  is  a  very  « 
market."  So  the  Fed  is  now  tryirj 
some  of  the  Eurodollar  business  li 
shore. — Alyssa  A.  Lappen 


Genstar's  Gemini 

"Ross  Turner  and  I  have  worked « 
since  1973,"  says  Angus  MacNa) 
co-chief  executive  of  $2  billion 
Genstar,  Ltd.,  the  Canadian  horn) 
ing,  land  development  and  buildl 
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□nglomerate.  "We  will  continue 
ve  things  between  ourselves." 
',  the  pair  has  been  running  Gen- 
indem  since  1976  but  the  chair- 
i>b  became  available  only  last 
vhen  Chairman  August  Franck 
t  70. 

icNaughton,  49,  became  chair- 
d  Turner,  50,  remained  as  presi- 
iplitting  of  top  titles  and  respon- 
between  chairman  and  presi- 
hardly  novel,  but  the  way 
ghton  and  Turner  are  doing  it  is . 
i  men  will  actually  trade  titles 
:ar.  "We  decided  to  rotate  the 
ys  MacNaughton,  "because  peo- 
t  think  the  chairman  is  senior  to 
icers." 

idea  sounds  weird,  don't  knock 
ir  four  years  as  co-CEOs,  Mac- 
n  and  Turner  have  increased 
an  average  21%  annually,  and 
which  now  maintains  its  corpo- 
dquarters  in  San  Francisco)  has 
ressively  moving  into  the  U.S., 
lis  year  MacNaughton  and  Tur- 


Genstar's  MacNaughton  ( right  )and  Turner 
First  it's  my  turn,  then  it's  your  turn. 


Which  has  increased  most  since  the 
startofl975? 

■  Standard  &  Poors  500 

■  The  Cost  Of  Living 

■  Fidelity  Equity  -Income  Fund 


Between  January  1,  1975  and  August 
31,  1980,  the  Consumer  Price  Index 
increased  59%.  The  Standard  & 
Poor's  500  outpaced  inflation  with  an 
increase  of  132%. 

Fidelity  Equity-Income  Fund  left 
them  both  behind  with  an  increase  of 
280%. 

If  that  makes  you  wish  you'd  bought 
the  Fund  back  then,  maybe  you  should 
learn  more  about  it  today — before 
any  more  time  goes  by. 

CALL  FREE  (800)  225-6190 

In  Mass.  CaU  Collect  (617)  523-1919 

shows  the  results  on  August  31.  1980  of  an  investment  in  Equity-Income  Fund  made  on  January  1.  1975 
al  gain  distributions  and  income  dividends  reinvested.  The  same  investment  assumptions  are  used  for  the 
Stock  Index,  an  unmanaged  index  of  stock  market  performance.  Results  should  be  evaluated  in  light  of 
;stment  objectives.  The  Consumer  Price  Index  is  used  to  show  the  increase  in  the  cost  of  living  for  the 
"course,  market  conditions  fluctuate,  and  although  we  can't  guarantee  further  performance,  we  believe 
record  deserves  your  attention. 


FIDELITY 

EQUITY- INCOME  FUND 

P.O.  Box  832.  Dept.  JB  122280  23 
82  Devonshire  St..  Boston,  Mass  02103 

For  more  complete  information,  includ- 
ing management  fees  and  expenses, 
please  write  or  call  for  a  Prospectus. 
Read  it  carefully  before  you  invest  or 
send  money. 


Retirement  Plan  Information:  Keogh  □  403(b)  □  IRA  □ 
™  Fidelity 

■      GfOUp  Over  $9  billion  o(  assets  under  management 
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ner  nearly  doubled  its  size  with  the  ac- 
quisition of  Flintkote  Co.,  the  $730-mil- 
lion  (revenues)  building  materials  manu- 
facturer.— Kathleen  K.  Wiegner 

The  fast  track 

Railroad  stocks  were  neglected  for  so 
many  years  that  today  it's  hard  to  find  an 
experienced  rail  analyst  on  Wall  Street — 
yet  the  Dow  Jones  transportation  aver- 
age recently  was  at  an  alltime  high.  For 
Larry  Major  that  all  adds  up  to  winning 
the  professional  investors'  equivalent  of 
the  Super  Bowl. 

Major,  who  manages  $150  million  for 
Pittsburgh  National  Bank,  is  a  railroad 
buff  who  put  his  money  where  his  mouth 
was  by  committing  a  big  chunk — cur- 
rently 12% — of  his  $43  million  pooled 
equity  fund  to  railroads  at  a  time  few 
investors  were  paying  much  attention. 
In  the  last  three  years,  while  the  Dow 
industrials  rose  only  about  20%,  the 
transportation  index  has  almost  doubled. 
In  the  same  period,  Major's  fund  has 
appreciated  by  34%,  and  its  total  perfor- 
mance now  ranks  it  in  A.G.  Becker's 
elite  first  percentile — up  from  the  28th 
four  years  ago.  That  record  not  only 
helped  make  Major  a  vice  president  two 
years  ago  at  age  35  but  also  made  believ- 
ers out  of  some  of  the  bank's  other  mon- 
ey men:  About  $90  million  of  PNB's  total 
$1.5  billion  to  $1.7  billion  under  trust 
management  is  now  in  rail  stocks,  an 
unusually  high  percentage. 

How  did  Major  know  the  train  was  on 
the  way?  Common  sense,  he  says: 
"When  energy  was  abundant,  railroads 
suffered  because  of  competition  and  the 
decline  in  coal,  the  principal  commodity 
they  hauled.  After  the  1973  embargo,  we 
knew  the  era  of  cheap  energy  was  ending 
and  this  had  to  benefit  the  railroads. 
Things  should  get  even  better  under  Rea- 
gan. Anytime  you  switch  from  a  con- 
sumption economy  to  an  investment 
economy  where  savings  are  encouraged, 
that's  good  for  the  railroads.  The  indus- 
tries that  get  promoted  produce  bulk 
commodities — basically  the  products 
that  railroads  carry." 

Major's  first  love  is  Union  Pacific — 
almost  more  oil  company  than  railroad 
these  days — but  he  also  likes  resource- 
rich  Santa  Fe,  and  the  coal-carrying  Nor- 
folk &  Western.  Because  of  its  modern- 
ization program  and  upcoming  merger 
with  the  Southern,  N&W  has  as  much 
upside  potential,  he  says,  as  any  rail 
stock  around. — Steven  Flax 


Sam  Savage  has  invented  the  perfect 
Christmas  gift  for  people  who  drive  you 
crazy  all  year:  the  Shmuzzle  puzzle,  to 
drive  them  crazy.  The  Shmuzzle  is  made 
up  of  168  identically  shaped  pieces  that 
look  like  little  salamanders — mathemati- 


cians like  Savage  call  them  "tesfl 
ed" — and  can  be  put  together  in  lit 
trillions  of  ways.  Only  one  sen 
though,  is  correct — you  have  to  wi 
with  the  pieces  arranged  to  fomf 
saw-puzzle  picture,  like  a  pumpld 


Mathematician-hu  vntor  Savage 

Driving  people  crazy  can  be  very  profitable. 
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Photography  by  Walter  looss.  Jr  for  Sports  Illustrated 


The  man  who  closed  the  Open. 


i  Some  moments  never  end. 
*  Jack  Nicklaiis'  triumph  in  the 
H80  U.S.  ( )pen  at  Baltusrol  was  one 
t  them. 

It  marked  his  fourth  ( )pen  title 
hd  eighteenth  major  championship. 

It  also  closed  the  door  on  the 
[tiestion,  who's  the  greatest  golfer 
ver. 

f  And  put  Jack  right  where  he 
eiongs:  among  the  greatest  per- 
)rmers  in  all  of  sport*-  history. 
Sports  Illustrated  was  right  there 


with  him.  Not  merely  to  cover  him. 
But  to  capture  his  intensity  and 
magic. 

We  did  it  in  words  and  last-close 
color  photography  created  1>\  a 
staff  as  dedicated  to  tfieir  work  as 
Nicklaus  is  to  his. 

And  we  do  this,  eac  h  week, 
superbly  enough  to  attract  16  mil- 
lion avid  readers.  Young,  intelligent 
readers.  Readers  with  money  to 
spend. 

This  national  audience  is  Sports 


Ulustrated's  basic  advertising  buy. 
And  when  you  have  special  market- 
ing problems,  we  also  offer  a  range 
of  special  geographic  and  demo- 
graphic editions. 

Sports  Ulustrated's  news:  It's 
some  of  the  biggest  news  in  the 
world  each  week. 

Be  a  part  of  it. 

Sports  Illustrated 

America's  Sports  Newsweekly. 

©  1980  Time.  Inc  All  rights  reserved 
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pair  of  lips.  Get  the  idea? 

The  Shmuzzle  has  turned  into  one  of 
the  hottest  new  games  of  the  year.  So  far, 
60,000  have  been  sold  at  $10  apiece, 
from  outlets  ranging  from  the  Smithson- 
ian Institution  to  Macy's  and  Neiman- 
Marcus,  and  monthly  sales  have  in- 
creased sixfold  since  July. 

On  each  set  sold,  Savage,  a  35-year-old 
University  of  Chicago  math  lecturer  and 
practicing  eccentric,  will  get  $1.50  come 
1981 . — Lisa  Gross 

Good-bye  to  the 
Campbell  Soup  kid? 


Campbell  CEO  R.  Gordon  McGovem 
Those  relentless  demographics. 

The  trouble  with  soup,  says  R.  Gordon 
McGovem,  new  president  and  CEO  of 
Campbell  Soup  Co.,  is  that  children  con- 
sume so  much  of  it.  That's  not  bad  in 
itself,  of  course;  the  problem  is,  the  12- 
and-under  population  in  the  U.S.  repre- 
sents a  smaller  and  smaller  proportion  of 
the  population  as  a  whole — about  19% 
now,  compared  with  27%  two  decades 
ago.  Since  about  45%  of  Campbell  Soup 
is  still  soup,  it  means  that  McGovem, 
who  took  over  last  month  from  retiring 
CEO  Harold  Shaub,  has  his  work  cut  out 
for  him. 

McGovem  has  hit  the  ground  running. 
He  hopes  his  new  Prego  spaghetti  sauce, 
for  example,  will  take  some  market  share 
from  Chesebrough-Pond's  Ragu,  current- 
ly number  one.  Says  he:  "Food  compa- 
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nies  survive  in  the  long  term  on  their 
ability  to  come  up  with  innovative  new 
product  lines,  not  just  extensions  of  ex- 
isting lines — it's  darned  hard  to  get  space 
in  stores  with  those." 

McGovem,  54,  is  a  veteran  marketing 
man  who  made  his  reputation  rejuvenat- 
ing the  company's  Peppendge  Farm  divi- 
sion, which  he  headed  from  1968  until 
becoming  Campbell  chief  operating  offi- 
cer last  August.  Pushing  Pepperidge  into 
new  products  like  English  muffins,  crou- 
tons and  frozen  cakes,  and  boosting  prof- 


itable cookie  sales,  he  increased  < 
ing  margins  substantially. 

Campbell's  $45  million  acqu| 
last  spring  of  Swift-Armour  SA, 
gentine  meatpacker,  financed  wil 
of  a  $100  million  note  sale,  addec 
integration  and  continued  the 
pany's  push  overseas,  now  25%  q 
vs.  9%  in  1975.  But  it's  those  rel< 
demographics — the  shrinking  nun 
Campbell  Soup  kids  and  the  g) 
number  of  young  adults — that  McC 
must  keep  his  eye  on. — Van  Wallac 


taking  aim 

Smart  attorneys  these  days  realize  that 
big  business  is  a  handy  target  for  law- 
suits. In  this  connection,  Atlanta  attor- 
ney Jack  Kleiner  deserves  some  kind  of 
award  for  originality. 

Kleiner,  who  is  also  a  law  professor,  has 
asked  U.S.  District  Court  in  Atlanta  to 
rule  that  banks  that  advertise  the  prime 
as  the  rate  charged  their  "best  commer- 
cial borrowers" — but  actually  lend  below 
prime  to  some  customers — are  violating 
federal  antiracketeering  laws. 

Kleiner  caused  a  stir  in  banking  circles 
last  spring  with  a  civil  suit  against  the 
First  National  Bank  of  Atlanta,  where  he 
borrowed  $415,000  between  1978  and 
1980  at  a  point  above  prime.  The  suit 
accused  the  bank  of  practicing  "consum- 
er fraud."  Last  month,  he  amended  the 
suit  to  charge  the  bank  had  violated  fed- 
eral law  by  engaging  in  "a  pattern  of 
racketeering  activities." 

Kleiner  cites  Federal  Reserve  studies 
showing  that  during  May,  for  example, 
59%  of  short-term  business  loans  by  48 
large  U.S.  banks  were  for  as  much  as  4 


at  the  prime 

percentage  points  below  prime,  ai 
62%  of  all  loans  made  by  large  Ne' 
banks  last  August  were  lowei 
prime.  Well,  what's  wrong  with  , 
it  wholesale?  "Nothing,  as  long 
banks  disclose  that,"  says  Kleine 
when  they  say  the  prime  is  the  i 
their  'best  commercial  borrowei 
then  lend  at  less  than  that  to  son 
pie,  they're  no  better  than  loan 
This  is  a  corrupt  practice  whicl 
gress  has  legislated  against,  and — 1 
antitrust  statutes — the  law  gives 
vate  remedy  to  private  citizens." 

The  Atlanta  bank  has  denied  tl 
gations,  and  the  suit — along  with 
tion  asking  that  it  be  given  classi 
status — is  currently  awaiting  he  t\ 
Kleiner  has  a  not-unexpected 
banker-baiting  Chairman  Henry 
of  the  House  banking  committe 
has  called  on  the  Fed  to  crack  dc 
"falsie"  prime  rates.  After  all,  says 
"If  the  railroad  industry  gave  bek 
table  rebates  to  big  customers,  tl 
ecutives  would  go  to  jail." 


by  Ham 


Holiday  Gift  Suggestions 
from  the  Forbes  Collection  of  Fine  Books 

For  the  master  jeweler  at  heart . .  Faberge  Eggs 

Through  these  two  stunning  books,  you'll  have  the  op- 
portunity to  examine  the  intricacy  of  workmanship  and 
the  artistry  of  design  exhibited  in  the  exquisite  creations 
of  the  legendary  House  of  Faberge'  for  the  imperial  family 
during  the  twilight  years  of  the  Russian  Empire. 


Faberge  Eggs 

Imperial  Russian  Fantasies 
Introduction  and  commentaries 
by  Christopher  Forbes, 
Foreword  bv  Armand  Hammer. 


iew  large-format  paperback  contains  twenty-six  poster- 
h  olorplates  suitable  for  framing,  that  masterfully  present 
detail  of  the  dazzling  jeweled  Faberge'  fantasies.  Pub- 
by  Harry  Abrams,  Inc.  $12.50. 


e  capitalist  at  heart 


Now  in  its  second  printing,  this  book 
is  a  collection  of  funny,  provocative, 
and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable, 
glints  of  24-karat  wisdom.  Over  half- 
a-thousand  of  them — all  negotiable  at 
any  soiree,  tete-a-tete  or  business  lun- 
cheon. Published  by  Harper  &  Row. 
$7.95. 


Faberge  Imperial  Eggs 
arid  Other  Fantasies 
By  Hermione  Waterfleld 
and  Christopher  Forbes 

All  the  works  presented  are  from  the  Forbes  Magazine  collec- 
tion, the  most  important  holding  of  Faberge'  imperial  treasures 
outside  the  Soviet  Union.  Includes  colorplates  of  such  Faberge' 
masterpieces  as  gem-set  surprise  eggs,  singing  gold  birds  in 
jade-leafed  trees  and  fans  set  with  diamonds  and  ostrich 
feathers.  Published  by  Charles  Scribner's  Sons.  $19.95. 


For  the  young  at  heart . . . 


A  colorful  collection  of  rare  tin  and  cast-iron  toy  boats  from 
the  Nineteenth  and  early 
Twentieth  Centuries.  Con- 
tains 154  color  and  163  black 
and  white  illustrations  and 
photographs.  A  delight  for 
both  serious  collectors  and 
anyone  who  is,  or  has  ever 
been,  admiral  of  a  bathtub 
fleet.  Published  by  Charles 
Scribner's  Sons.  $24.95. 


Toy  Boats  1870- 1955:  A  Pictorial  History 
By  Jacques  Milet  and  Robert  Forbes 


gs  of  Chairman  Malcolm 
m  Forbes.  Chairman  and 
2hief  of  Forbes  Magazine. 


To  order,  use  the  coupon  below 


jt  Inc. 

Ii  Avenue,  New  York,  N.Y.  10011 

send  me: 

Mies)  of  Toy  Boats  @$24.95,  plus  $2.00  postage  and 
[idling. 

Mies)  The  Sayings  of  Chairman  Malcolm  @$7.95,  plus 
00  postage  and  handling. 

Mies)  of  Faberge  Eggs  @$12.50,  plus  $2.00  handling. 
Mies)  of  Faberge'  Imperial  Eggs  and  Other  Fantasies 
•  19.95,  plus  $2.00  postage  and  handling. 


Please  add  appropriate  sales  tax.  Total  enclosed  $  
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750,000  Shares 

General  Instrument  Corporation 

Common  Stock 

($1.00  Par  Value) 


Price  $88.50  Per  Share 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 
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WHY  THE  PRIME  IS  SO  HIGH 

Nobody — possibly  not  even  the  principal  actors — yet  knows  what  the 
Reagan  economic  policies  will  be.  There  can  be  no  doubt,  however,  about 
Federal  Reserve  policies.  When  the  key  Federal  Open  Market  Committee 
met  on  Oct.  21,  it  was  8-to-4  against  a  policy  of  harsh  monetary  stringency. 
But  at  the  Nov.  18  meeting,  the  majority  of  members,  including  Chairman 
Paul  Volcker,  came  down  on  the  side  of- toughness.  The  result:  a  precipitate 
increase  in  the  prime  rate  during  November — from  14%  to  18V2%.  What 
shook  the  FOMC  was  the  fact  that  the  monetary  base  continued  to  rise 
rapidly  and  the  money  supply  did  not  shrink  in  October,  despite  interest 
rates  that  had  risen  far  and  fast  since  the  August  low.  Repeated  taps  on  the 
brakes  hadn't  slowed  the  car;  it  was  time  to  push  to  the  floor. 

Shortly  after  the  election,  in  a  statement  to  Congress,  Volcker  threw 
down  the  gauntlet:  ".  .  .  excessive  money  and  credit  creation  will  not 
underwrite  the  inflationary  process,"  he  said.  It  was  a  clear  message  both  to 
Congress  and  the  new  Administration:  If  they  want  lower  interest  rates  and 
monetary  ease  they  had  better  match  tax  cuts  and  higher  defense  spending 
with  sharp  reductions  in  other  federal  spending.  The  Fed  simply  won't 
permit  creation  of  enough  money  to  fund  everything  everybody  wants. 

Monetary  stringency  is  not  a  tool  for  fine-tuning.  Monetary  brakes  do  not 
perform  precisely;  the  car  may  screech  to  a  halt,  or  it  may  skid  along  for  half 
a  mile  before  stopping.  Volcker  warned  Congress  that  the  cost  of  leaving 
inflation-fighting  to  the  Fed  included  "...  recurrent  pressures  on  financial 
markets  .  .  .  inhibiting  investment  and  dampening  productivity  .  .  .  lost 
output  and  deferred  growth."  He  was  saying  that  closing  down  the  housing 
industry,  emptying  auto  showrooms  of  buyers  and  squeezing  corporate 
profits  were  preferable  to  rampant  inflation. 

Many  pundits  still  look  for  an  acceleration  of  inflation  in  1981.  They 
are  simply  not  listening  to  Volcker.  They  do  not  take  seriously  Reagan's 
promises  to  cut  federal  spending.  Events  are  going  to  prove  the  pundits 
wrong.  As  interest  rates  remain  high — well  above  the  inflation  rate,  in 
fact — it  will  gradually  sink  in  that  the  monetary  authorities  are  dead  serious. 
If  Reagan  delivers  on  his  promise  of  holding  down  federal  spending,  the 
combined  effect  will  be  to  persuade  people  that  inflation  is  going  down,  not 
up.  People  will  then  modify  their  economic  attitudes  and  stop  acting  as  if 
money  was  something  to  be  gotten  rid  of.  They  will  save  again. 

So,  the  outlook  for  lower  inflation  is  good — provided  the  Reagan  cavalry 
comes  to  reinforce  the  hard-pressed  Fed.  One  item  could  upset  the  timeta- 
ble, however:  a  broadening  of  the  war  in  the  Middle  East  and  a  consequent 
move  of  oil  prices  to  $40  or  more  a  barrel  from  the  current  $32.  This  would 
about  eliminate  the  chance  to  bring  inflation  below  10%  in  1981. 

As  against  this,  food  prices  could  provide  a  pleasant  surprise.  The 
standard  forecast  is  for  a  12%-or-more  increase  in  farm  product  prices  next 
year.  This  could  prove  much  too  high  if  there  is  more  rain  next  year  than 
this,  if  farmers,  egged  on  by  predictions  of  high  prices,  plant  lavishly,  or  if 
the  global  recession  continues  to  depress  demand. 

President  Reagan  and  his  aides  face  a  frightening  balancing  act.  But  they  can 
be  sure  of  one  thing:  Fed  policy  will  remain  firmly  oriented  toward  fighting 
inflation  rather  than  toward  accommodating  economic  growth. 
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Ordinarily  loud  critics  of  subsidies  for  oth- 
ers, too  many  investment  people  see  Uncle 
Sam  as  Santa  Claus  for  their  own  business. 

WHOSE  OX 
IS  GORED  . . . 


By  Ben  Weberman 


If  you  can't  beat 
'em,  scare  'em. 
That's  the  way  the 
Internal  Revenue 
Service  seems  to  be 
attacking  a  growing 
abuse  of  the  tax-ex- 
t^k  tidr^^  emption  privilege  in 
■  JS^  I  municipal  bonds.  In- 
K  f^T  Mi  I  stead  of  merely  us- 
BL^i — ing  the  privilege  to 
protect  their  borrowing,  local  govern- 
ments are  now  lending  their  privilege 
to  homeowners  and  private  business- 
es for  such  things  as  home  buying, 
pollution  control  and  building  new 
plants.  Some  shocking  abuses  are  oc- 
curring— such  as  giving  privileged 
home  buyers  a  double  tax  exemption. 
First,  they  borrow  at  the  lower  tax- 
exempt  rates,  then  deduct  the  interest 
payments  from  their  taxable  income. 
The  bottom  line:  these  privileged  buy- 
ers get  mortgage  money  at  a  net  cost 
after  taxes  of  as  little  as  5%. 

Now,  the  IRS  is  throwing  a  bit  of 
confusion  into  the  situation  by  threat- 
ening to  void  the  tax-exempt  status  of 
some  outstanding  bonds.  It  has  not 
named  specific  violators  but  ruled 
that  interest  on  some  notes  will  be 
subject  to  income  taxes.  Which 
notes?  The  IRS  isn't  saying.  You  can't 
be  sure  where  its  wrath  will  strike. 

Technical  grounds  for  IRS  displeas- 
ure rest  on  the  anti-arbitrage  regula- 
tion, Section  103(c)(2)  of  the  Revenue 
Code.  This  simply  forbids  borrowing 
at  tax-exempt  rates  and  reinvesting 
the  money  at  higher,,  taxable  rates. 
[For  example,  a  muncipality  cannot 
sell  tax-exempt  bonds  at,  say,  9%  and 
then  reinvest  the  proceeds  in  federal 
bonds  paying  13%.)  This  abuse  was 
becoming  especially  widespread 
among  school  boards,  which  were 
borrowing  more  than  they  needed  and 
turning  a  nice  profit  by  arbitraging. 

Be h  Weberman  is  economics  editor  of  Forbes 
magazine. 


The  more  current  abuse  involves  mu- 
nicipal and  state  housing  agencies, 
some  of  which  borrow  more  than 
they  need  and  invest  the  excess  in 
high-yielding  federal  securities. 

Without  identifying  specific  issues, 
the  IRS  outlined  two  cases  which,  it 
said  in  revenue  ruling  80-328,  exceed 
the  arbitrage  limits.  In  the  first,  about 
$185  million  of  7%,  five-year  notes 
were  sold  to  purchase  single-family 
mortgages.  At  the  same  time  $204 
million  of  9%,  30-year  bonds  were 
sold.  Of  the  bond  proceeds  $176  mil- 
lion was  put  into  a  "note  retirement 
fund"  to  pay  off  the  notes  on  the  five- 
year  maturity.  The  note  proceeds 
were  us"ed  to  buy  mortgages,  but  the 
bond  proceeds,  not  needed  for  five 
years,  were  put  into  9%  U.S.  Treasur- 
ies. The  IRS  says  that  since  30-year 
bonds  were  sold,  it  was  not  necessary 
to  issue  notes.  Notes  usually  provide 
interim  financing  until  a  bond  issue  is 
sold,  according  to  the  IRS.  Therefore, 
the  notes  were  superfluous  and  the 
investment  of  bond  proceeds  in  9% 
Treasury  securities  consisted  of  an  ar- 
bitrage between  7%  tax-free  notes 
and  9%  yields  on  Treasuries. 

In  the  other  example  cited,  $76  mil- 
lion of  7%,  three-year  notes  were  sold 
to  provide  construction  financing. 
Construction  would  be  completed 
within  the  three-year  period.  Cash 
not  disbursed  would  be  invested  in 
8.5%  Treasury  obligations.  The  mort- 
gage agency  also  sold,  two  weeks  lat- 
er, $80  million  of  9%,  30-year  bonds. 
Buyers  of  the  notes  were  assured  that 
the  money  would  not  be  disbursed 
until  bonds  were  sold  so  there  would 
be  no  risk  that  the  three-year  notes 
might  go  into  default.  Bond  proceeds 
were  used  to  buy  9%  securities  issued 
by  the  Treasury. 

Dozens,  perhaps  hundreds,  of  short- 
term  notes  arc  affected  by  this  ruling. 
Moody's  Weekly  Bond  Survey  used  to 
carry  a  one-page  calendar  of  short- 
term  notes;  recently,  the  listing  ex- 
ceeded four  pages.  The  quality  de- 
scription of  many  is  similar  to  that  of 


Memphis  Housing  Finance  Coi 
(Shelby),  due  in  two  years  at  8.5' 
Moody's  says  that  its  bighest  quali 
designation  is  given  because  "the  I 
ing  is  supported  by  availability 
escrowed  bond  proceeds.  ..."  Sale 
New  York  City  Battery  Park  Q 
notes  and  bonds  in  November  con 
under  the  same  cloud. 

Other  issues  include  the  Pennsyl 
nia  Housing  Finance  Agency,  whi 
sold  $44  million  notes  in  July  abq 
the  same  time  as  the  $51  million 
bonds,  due  mostly  in  43  and  33  yea 
Bond  proceeds  will  be  escrowed  to  p 
off  the  35-month  notes.  The  offeri 
circular  points  out  that  more  than  hJ 
of  the  proiects  under  construction  v» 
be  completed  in  16  months  and  I 
remainder  in  26  months.  The  diff 
ential  is  effective  for  35  months. 

In  other  cases,  reserve  funds  are] 
tablished  that  include  as  much  as 30 
of  the  total  issue.  The  IRS  is  questiqi 
ing  whether  reserve  funds  that  \ 
invested  at  the  market  for  taxable 
c unties  are  not  too  large. 

The  IRS  has  also  come  throi^ 
with  revenue  ruling  80-143  that  cd 
ers  municipal  bonds  issued  at  a  beloj 
market  coupon  and  a  price  less  tn 
100.  The  discount  price  is  designed! 
bring  the  yield  to  maturity  into  lj 
with  prevailing  market  conditions, 
the  past  if  a  bond  was  issued  at,  s| 
$800  instead  of  $1,000,  the  differed 
of  $200  at  time  of  initial  offering  vt 
considered  tax-free  interest  incoti 
The  IRS  ruling  said  that  if  the  20-y| 
bonds  are  callable  after,  for  examj] 
ten  years  at  the  discretion  of  the  isl 
er,  then  only  half  of  the  $200  discoi) 
is  tax-exempt  income.  That  secc) 
$100  of  discount  is  capital-gains 
come,  not  tax-free  interest  incomej 

Will  these  IRS  rulings  hold  up 
don't  know.  These  bonds  are  higl 
salable  merchandise.  The  munici 
bond  fraternity  can't  wait  until  i 
Reagan  Administration  gets  into 
fice,  because  it  believes  the  new  po 
cy  officials  will  be  more  lenient  til 
was  Jerome  Kurtz,  who  left  his  posl 
IRS  Commissioner  in  October.  Ku 
was  a  tough  administrator  who  c 
liked  sneaky  methods  of  avoiding  1 
regulations.  Wall  Street's  hypocrisy 
positively  sickening.  Ordinarily  lc 
critics  of  government  subsidies 
others,  too  many  investment  peo 
consider  Uncle  Sam  as  Santa  Cl; 
when  it  comes  to  their  own  busint 
Let's  hope  the  new  Administrat 
will  discriminate  between  honest 
centives  and  flagrant  giveawa 
Meanwhile,  a  pat  on  the  back  to  1 
mer  Commissioner  Kurtz.  ■ 
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Statistics  show  that  the  typical 
y  executive  must  severely  lower  his 
■tandard  of  living  after  retirement. 


It  s  an  all  t<x>  familiar  scenario. 

One  of  the  worst  economic  prob- 
lems facing  the  corporate  executive  today 
is  how  to  maintain  financial  stahility  after 
retirement. 

When  the  typical  corporate  execu- 
tive retires,  his  pension  plan  pays  him  less 
than  one  hall  of  his  l>est  five  years'  average 
income.  An  executive  whose  top  income  has 
averaged  $100,000  per  year  would  receive 
under  $50,000  per  year  at  age  65.  If  the 
past  is  indicative  of  the  future,  one  can  read- 
ily see  the  disastrous  effect  inflation  will 
have  on  those  dollars. 

Now  is  the  time  to  implement  a 
program  of  supplemental  retirement  benefits. 

We're  Worth  (Corporate  Planning. 

Our  only  husiness  is  designing  and 
implementing  deferred  compensation  and 
supplemental  retirement  programs. 

Worth  is  an  independent  insurance 
organization  dedicated  to  excellence  in  pro 
gram  design  and  service. 

Unlike  most  of  our  competition, 
because  we  are  independent,  we  can  select 
for  our  clients  the  most  competitive  products 
available  in  the  marketplace. 

Worth  is  prepared  to  help  the  cor- 
poration choose  and  implement,  from  all 
available  options,  a  cost-effective  benefits 
program  in  which  the  corporation  retains 
complete  control  of  participation,  f  unding 
and  vesting  (with  no  ERISA  repor:ing 
required)  while  providing  selected  employ- 
ees substantially  greater  financial  security 
for  themselves  and  their  families.  Thereby 
improving  corporate  effectiveness. 

We've  performed  for  some  of 
America's  largest  corporations.  Let  us  per- 
form for  you. 

Ask  for  our  President,  Peter  J. 
Worth.  Or  Irwin  Smiley,  V.  P;  Marketing. 

■  J  J  Worth  i  orporalc  Planning. 

Executive  Offices:  .'380  Lexington  Ave. 
New  York,  N.Y.  10017.  Tel:  (212)  986-0400. 
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Let  us  keep  in  mind  that  what  we  have  is  a 
born-again  bull  market,  not  a  newly  born 
bull  market;  one  that  shows  signs  of  aging. 

WHILE  IT  LASTS 


MONEY  &  INVESTMENTS 


By  Heinz  H.  Biel 


Wall  Street  didn't 
waste  time  waiting 
for  Ronald  Reagan's 
honeymoon.  It 
started  to  heap  lau- 
rels on  the  new  Ad- 
ministration as 
soon  as  it  perceived 
the  true  meaning  of 
the  election  results. 
Within  a  matter  of 
days  the  lights  changed  to  a  bright 
green.  Accompanied  by  record-break- 
ing trading  volume,  the  broad-based 
stock  averages  soared  to  alltime 
highs.  When  the  market  is  boiling, 
people  suddenly  realize  that  stocks 
aren't  such  a  bad  inflation  hedge 
after  all. 

The  classic  symptoms  of  a  bull 
market  are  clearly  evident,  and  I 
don't  just  mean  tbe  shenanigans  in 
the  market  for  newly  offered  stock 
issues.  Once  again  there  is  talk  about 
the  visibility  and  predictability  of 
future  earnings,  which  makes  it  "le- 
gitimate" to  place  extraordinarily 
high  multiples  on  such  earnings.  We 
see  a  new  generation  of  vestal  vir- 
gins, the  kinds  of  stocks  that  you  buy 
without  blinking — at  any  price.  No 
one  dares  to  make  the  simple  calcula- 
tion of  multiplying  the  number  of 
shares  by  their  current  price.  The 
results,  often  now  in  1 1  digits,  might 
make  you  wonder.  Besides,  it  would 
be  considered  lese  majeste.  At  its 
recent  high  Schlumberger ,  unquestion- 
ably one  of  the  world's  outstanding 
corporations,  was  valued  at  about  $25 
billion!  It's  amazing  how  quickly  peo- 
ple forget  those  fallen  virgins  of  the 
early  Seventies,  like  Eastman  Kodak 
or  Avon,  and  all  the  other  proud 
names  of  yesteryear. 

I  don't  want  to  be  a  spoiler  and  I 
believe  it  is  premature  to  call  for  a 
retreat.  However,  let  us  keep  in  mind 

Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  ofjanney  Montgomery  Scott. 


that  we  have  a  born-again  bull  mar- 
ket, not  a  newly  born  bull  market.  In 
other  words,  this  bull  is  quite  mature 
and  shows  signs  of  aging.  There  are 
no  data  to  gauge  its  life  expectancy. 
Personally,  I  doubt  that  it  will  be 
another  full  year.  This  means,  of 
course,  that  today's  buyer  of  stocks 
may  have  to  be  satisfied  to  take  a 
short-term  capital  gain  rather  than 
expect  it  to  reach  the  more  desirable 
long-term  status. 

With  the  banks'  prime  lending 
rate  back  up  to  18%  and  AA-rated 
utility  bonds  going  begging,  even 
with  a  14%  coupon,  it  is  hardly 
surprising  that  utility  and  other 
yield-sensitive  stocks,  such  as  Fan- 
nie Mae,  are  suffering  rather  than 
participating  in  this  bull  market. 
However,  there  is  reason  for  eye- 
brow raising,  when  General  Motors 
(43),  once  upon  a  time  one  of  the 
world's  foremost  industrial  compa- 
nies, behaves  as  if  it  had  been  kissed 
by  Poison  Annie.  Of  course,  we  all 
know  about  the  problem  of  Japanese 
competition  and  how  hard  it  is  to 
sell  those  lovely  gas  guzzlers,  but  is 
it  really  conceivable  to  have  a  flour- 
ishing economy  in  this  country 
without  the  automobile  industry  and 
its  innumerable  satellites  participat- 
ing at  least  to  some  degree?  I  won- 
der, but  I  don't  wonder  quite  enough 
as  yet  to  come  straight  out  and  say: 
Buy  GM — or  even  Ford,  if  you  have 
a  little  more  guts. 

Another  key  industry  that  is  lan- 
guishing is  residential  building,  and  I 
don't  know  what  our  President-elect 
will  or  can  do  about  it.  Despite  the 
various  new  gimmicks  in  home  mort- 
gages, the  American  Dream  becomes 
more  and  more  unaffordable  for  an 
ever-increasing  number  of  people 
whose  income,  although  rising,  is  be- 
ing squeezed  by  higher  taxes  and  So- 
cial Security  payments,  as  well  as  by 
inflationary  price  rises  of  everything 
else  a  family  needs.  It  is  not  surpris- 
ing that  you  won't  find  any  building 
or  houselx)ld  appliance  stocks  among 


the  hundreds  of  issues  on  the  lis 
new  highs.  Even  the  timber  stq 
are  not  participating,  despite  theii 
flation  hedge  characteristics.  L 
the  steels  and  coppers,  they  may  i 
become  the  late  bloomers  in  this! 
market,  when  the  inherent  val 
which  are  certainly  there,  will  s 
out  like  sore  thumbs. 

American  Telephone  &  telegraph 
deserves  much  of  the  blame  fori 
charge  that  stocks  are  a  lousy  iij 
tion  hedge.  At  its  present  price, 
selling  some  37%  below  its  19™ 
high  of  75.  That  is  pretty  bad  f| 
classic  widows'-and-orphans'  so 
Needless  to  say,  you  would  have  fj 
even  worse  if  you  had  bought 
company's  triple  A  bonds  at  the  tn 

What  is  wrong  with  AT&T?  Td 
gin  with,  it  is  a  yield-sensitive  st' 
like  an  electric  utility,  and  thel 
nothing  appealing  these  days  abo 
10'/2%  return.  Second,  it  operates 
regulated  industry,  but  while  regifl 
ed  in  general,  it  is  becoming  incil 
ingly  exposed  to  competition  in  oi 
areas.  Third,  the  Justice  Departn 
is  snapping  at  its  heels,  seeking  dil 
titure  of  Western  Electric  and  its  I| 
Lines  department.  Finally,  valid  q| 
tions  have  been  raised  (Forbes, 
10)  as  to  whether  Telephone  is  re 
"earning"  its  $5  dividend,  consido 
inflation  accounting. 

Ma  Bell  is  not  taking  these  actuii 
potential  threats  to  its  predomin* 
just  lying  down.  It  is  restructurinl 
self  in  order  to  provide  greater 
dom  for  its  nonregulated  activities 
resources  in  brains,  as  well  as  in  n 
ey,  are  enormous.  A  highly  respa 
analyst  has  become  an  outspoken 
on  AT&T,  seeing  it  as  a  possible  h 
technology  stock  for  the  1980s 
not  inclined  to  share  such  entl) 
asm.  It  is  not  that  I  question  the 
cept,  but  I  don't  like  it  watered  dl 
by  720  million  shares. 

The  buy  list  of  favored  stocks  ir 
Oct.  27  column  has  shrunk  in  the 
couple  of  months.  It  has  been  a  ca 
too  much  too  soon.  I  still  have 
same  affection  for  stocks  like  Dl 
Bradstreet,  Engelhard,  Fluor,  Get 
Instruments,  Hospital  Corp.,  Hui 
Tool,  Marathon  Oil,  Raytb 
Schlumberger,  Shell  and  Union  P 
ic.  But  they  are  getting  too  rich  fo 
taste,  and  I  simply  don't  have 
nerve  to  recommend  their  purcha 
present  prices.  However,  if  you 
fortunate  enough  to  have  bo 
them  some  time  ago,  you  may  as 
wait  until  they  become  long  t 
And  it  might  help  to  keep  your  fir 
crossed.  ■ 
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News ,!ike  beauty, is  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  you'll  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  TIME's  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 


©Time  Inc.  1474.  All  Rights  Reserved 


Stock  Trends 


225  MILLION  AMERICANS 

WORKING  TOGETHER 
TO  CONSERVE  ENERGY 


ENERGY  CONSERVATION  - 
IT'S  YOUR  CHANCE  TO  SAVE,  AMERICA 

Department  of  Energy.  Washington.  O  C 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  44  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  January  2,  1981 
to  shareholders  of  record  at  the 
close  of  business  December  12, 
1980. 

R.  E.  FONVILLE 

Secretary 

November  21,  1980 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


/  am  not  inclined  to  alter  my  basic  inve. 
ment  strategy  of  avoiding  bonds  and  h 
stead  buying  or  holding  stocks  that  hat 
the  ability  to  pass  on  their  increasing  cost 


Biicals, 


GOOD  PERFORMERS 


By  Ann  C.  Brown 


FDR  HAD  IT. 

Dwight  Eisenhower 
had  it.  John  Kenne- 
dy had  it.  Nixon 
tried  to  have  it  and 
failed.  Johnson  and 
Carter  missed  the 
point  completely. 
For  all  our  talk  about 
equality  and  democ- 
racy, deep  down  we 
Americans  want  our  Head  of  State  to 
be  a  cut  above  ourselves — attractive, 
articulate,  dynamic,  intelligent,  mor- 
al, optimistic,  sensitive,  witty  and 
wise — and,  above  all,  a  supremely  self- 
confident  Commander-in-Chief. 

Ronald  Reagan  in  the  12  to  20  years 
that  he  was  running  for  President  had 
ample  time  to  study  and  reflect  upon 
the  strengths,  weaknesses  and  tactics 
of  his  predecessors.  His  first  official 
trip  to  Washington  in  mid-November 
was  a  smash  hit — captivating  his  au- 
dience and  disarming  his  critics  both 
at  home  and  abroad.  The  style  is  there 
and,  in  a  world  where  substance  is  a 
sometime  thing,  the  former  leading 
man  may  be  just  what  is  needed  to 
pull  the  nation's  act  together. 

The  stock  market  was  quick  to  cap- 
italize on  the  initial  preinaugural  per- 
formance and  shot  up  to  1000  on  the 
DJI  where  it  encountered  its  fourth 
attack  of  the  "quadradigit  queasies" 
and  fell  back.  Not  helping  were  the 
Federal  Reserve  and  the  banks,  which 
seized  upon  the  interregnum  as  an 
opportunity  to  get  their  own  houses 
in  order  by  raising  interest  rates, 
which  they  should  have  done  several 
months  ago.  The  lame  ducks  couldn't 
care  less,  and  the  new  boys  have  be- 
tween now  and  next  autumn  to  blame 
almost  any  domestic  or  international 
disaster  on  the  policies  put  in  place  by 
the  outgoing  Administration. 

Ann  C  Broun  is  executive  vice  president  of  the 
Sen  )ork  investment  firm  of  Melhado,  Flynn  & 
Associates. 


IKtll  is  £ 

its  la 


(He  via 
ttnee  pi 
main  i 


tier.  ::u 

and  ai 
tfsc 


|tOI  ! 

kdi  sho 
Blew  mi 
Knew 
■ton 
itbuth; 
latest  n 


As  far  as  I'm  concerned 
should  be  considered  an  econo 
success  if  inflation  can  be  contai 
at  its  existing  level  in  the  face  of 
ing  energy  costs,  increased  def«Bhr  to 
spending  and  the  inevitable  ium] 
food  prices  as  a  result  of  this  ye 
drought.  If  the  proposed  10%  tax 
becomes  a  reality,  it  could  add  slig  ..... 
to  inflationary  pressures  but  not  m  aiuseu 
since  most  of  it  will  be  gobbled  u 
the  already  legislated  Social  Secu 
tax  increase  plus  bracket  creep  in 
come  taxes.  By  this  time  next  y 
inflation  should  have  started  to  \ 
down  assuming  there  is  a  good 
vest,  lower  interest  rates  and  the 
sence  of  another  severe  energy  shi 
But  make  no  mistake,  inflation 
be  with  us  at  an  uncomfortably  1 
rate  for  as  far  as  these  eyes  can  se« 

With  inflation  as  an  ongoing  p 
lem,  I  am  not  inclined  to  alter 
basic  investment  strategy  of  avon 
bonds  and  instead  buying  or  hoi' 
stocks  in  companies  that  have 
ability  to  pass  on  their  increa 
costs  to  their  customers  in  the  fori 
higher  prices.  This  year  has  witne 
some  spectacular  gains  in  stocks 
ommended  or  rerecommended 
past  spring,  particularly  in  the  are; 
energy  and  natural  resources.  Er 
hard  Minerals  &  Chemicals  (60)  fron 
to  a  high  of  64;  Freeport  Minerals 
from  27  to  70;  5/.  Joe  Minerals  (69)  f 
40  to  a  high  of  75 ;  NL  Industries 
from  40  in  June  to  a  recent  high  ol 
Transco  (61)  from  38  to  64  and  B* 
Oil  of  California  (54)  originally  rec 
mended  at  16  (split-ad)usted)  in  i 
"1979  and  rerecommended  at  2 
September  1980. 

To  date,  I  have  sold  none  of  tl 
stocks  except  for  tax  considerat 
or  for  better  portfolio  balance.  Wh 
am  aware  that  the  current  slowd 
in  foreign  economies  and  the  poss 
ity  of  a  "double-dip"  recession  in 
U.S.  may  stall  the  price  apprecia 
of  some  of  these  stocks,  each  of 
companies  continues  to  look  atl 
tive.  At  the  moment,  I  would  still 
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i;uyer    of    Engelhard    Minerals  & 
i  hemicals,  Freeport  Minerals  and  St. 
Be  Minerals.  It  is  hard  to  buy  a  stock 
Bat  recently  has  doubled.  It  is  harder 
mt  to  sit  back  and  watch  it  triple. 
I  Another  group  I  have  long  favored 
i'  e  the  communications  stocks  that 
:  ave  a  solid  stake  in  one  of  the  coun- 
•  y's  most  booming  industries — cable 
Llevision.  So  far,  only  an  estimated 
jb%  of  the  homes  in  the  U.S.  have 
ible  and  the  potential  for  future 
owth  is  enormous,  especially  since 
costs  far  less  to  bring  things  to 
!;ople  (via  telecommunications)  than 
H  bring  people  to  things  (via  auto, 
MS,  train  or  plane).  Here  one  stand- 
Hit  Big  Board  performer  has  been 
Warner   Communications,    Inc.  (74), 
ihich  recently  announced  a  2-for-l 
>lit  and  an  increase  in  its  dividend. 
I'amer's  cable  division  just  picked  up 
ae  Dallas  franchise  and  increased  its 
ianchise  in  Cincinnati.  It  is  also  bid- 
ing for   several   other  franchises, 
tlhich  should  be  awarded  over  the 
ftxt  few  months.  High,  but  still  a  buy. 
»  A  new  recommendation  is  Cox 
\oadcasting  Corp.  (53),  which  should 
(ive  but  hasn't  gone  anyplace  during 
i.e  latest  market  rally.  At  the  end  of 
&e  third  quarter,  Cox  had  818,000 
tsic  cable  subscribers,  and  of  those 
iarly  450,000  paid  extra  for  services 
■<e  movies,  etc.  making  it  one  of  the 
?ajor  companies  in  the  business. 
:./ei  since  the  Teleprompter-Westing- 
ouse  merger  was  announced  a  couple 
I  months  ago,  the  stocks  of  most 
ble-TV-related  companies  have  in- 
eased  by  as  much  as  35%,  while  the 
ice  of  Cox  Broadcasting  stock  has 
imained  relatively  unchanged.  This, 
spite  of  the  fact  that  the  company 
as  recently  awarded  the  Omaha 
imchise  and  three  smaller  franchises 

Illinois  and  Indiana, 
i  Cox  is  currently  bidding  on  several 
ajor  cable  TV  franchises,  including 
ew  Orleans,  Tucson  and  Staten  Is- 
nd.  While  their  recent  and  possible 
ture  success  in  obtaining  these  fran- 
lises  could  put  a  damper  on  signifi- 
nt  earnings  improvements  near 
rm,  Cox  could  be  worth  a  bundle  in 
e  future.  Earnings  for  1980  are  esti- 
ated  at  $3.35  per  share,  up  from 
.97  in  1979  (excluding  the  antici- 
ted  50-cents-per-share  gain  from 
e  sale  of  its  publishing  division  to 
2arst  Corp.).  Next  year's  estimates 
r  share  range  from  $3.70  to  $3.95. 
Observation  of  possible  interest:  Some 
ne  ago,  General  Electric  tried  to  buy 
3x  but  the  deal  fell  through.  If  West- 
ghouse  gets  Teleprompter,  will  GE 
ake  another  try  for  Cox?  ■ 


Value  Line 
for  *33 


This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to  9 
Value  Line  in  the  past  two  years.  We  make  this  q 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our  Spa 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2000-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  lOweeks  on  the  more  than  1 700 
stocks  and  92  industries  regularly  monitored  by  The  Value  Line  Investment 
Survey.  Filing  takes  less  than  a  minute  a  week,  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at 
your  fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on  more  than  1700  widely  held  stocks  in  92  in- 
dustries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly 
reports,  you'll  also  get  analyses  and  forecasts  of  the  national  economy  and 
the  stock  market  .  .  .  guidance  on  current  investment  policy  explaining  Value 
Line's  bullish  long-term  position  on  the  securities  markets  .  .  .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer — and  receive,  as  bonuses 
without  extra  charge,  the  2000-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

PHONE  YOUR  ORDER  TOLL  FREE: 
If  you  have  Master  Charge,  or  Visa  1-800-331-1750 
(Operator  13)  24  hrs.  7  days  per  wk. 


■The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 
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816H22 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $33 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

Please  Charge  To:  □  AMERICAN  EXP. 

□  VISA  □  MASTER  CHARGE 

(N.Y.  residents  add  sales  tax.) 


ONE  YEAR  SUBSCRIPTION 

□  1  year  (52  issues)  $330.  Special  Extra 
Bonus:  A  famous  make  pocket-size 
Credit  Card/Calculator  (with  full  mem- 
ory) given  to  you  as  a  bonus  when  you 
order  for  one  year — and  send  pay- 
ment now. 

Account  #  

Expiration  Date  
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■  Address 
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Just  as  the  probabilities  have  played  against 
the  high  P/E  companies  they  have  played  in 
favor  of  the  low  P/E  groups. 

THOSE  RISKY 
BO  DEREKS 


By  David  Dreman 


"Trudeau's  'Cana- 
dianization'  of  for- 
eign-owned oil  com- 
panies smacks  more 
than  a  little  of  con- 
fiscation," I  said 
over  dinner  with  an 
old  Canadian  friend 
familiar  with  the 
workings  of  the  rul- 
ing Liberal  party. 
Our  conversation  had  turned  to  the 
new  energy  legislation  that  when  an- 
nounced toppled  major  Canadian  pro- 
ducers with  majority  foreign  owner- 
ship— Dome,  Gulf  Canada,  Shell  Can- 
ada and  Hudson  Bay  Oil  &  Gas — an 
average  of  40% . 

"Remember,"  he  replied,  "nobody 
is  enamored  of  'Big  Oil.'  "  In  the  U.S. 
it's  domestically  owned,  so  though 
there  are  plenty  of  barks,  there  are  few 
teeth  in  the  bites.  But  in  Canada  it's 
in  foreign  hands — the  public  is  solidly 
behind  Trudeau." 

But  forget  the  politics.  From  an  in- 
vesting point  of  view,  the  whole  thing 
illustrates  the  basic  validity  of  my 
strategy  of  avoiding  high  P/Es  and 
sticking  with  low-P/E  stocks.  Before 
Trudeau  did  what  he  did,  investors 
were  happily  paying  20  to  25  times 
earnings  for  stocks  with  big  stakes  in 
Canadian  oil.  Why?  Because  they 
thought  that  sharply  higher  earnings 
were  clearly  visible  a  bit  down  the 
road.  After  all,  what  was  safer  than 
North  American  oil?  Or  more  excit- 
ing than  some  of  the  major  finds  the 
Canadian  companies  were  bringing 
in — Gulf  Canada  with  its  tremendous 
new  Hibernia  discoveries?  Or  Dome, 
with  its  large  finds  in  the  Beaufort 
Sea?  Rapidly  escalating  oil  prices 
could  only  soar  further  given  OPEC's 
gun  at  our  heads.  Tack  on  the  tre- 

Davicl  Dreman  is  president  of  Dreman  Asso- 
ciates, Investment  Counsel.  New  York,  and 
author  of  Contrarian  Investment  Strategy  and 
Psychology  and  the  Stock  Market. 


mendous  increase  that  some  of  the 
good  exploratory  companies  would 
add  to  reserves,  and  the  Canadian 
issues  were  among  the  fastest  tickets 
on  the  Amex  for  over  a  year. 

Ironically  as  investors  bid  up  the 
prices  of  this  group  of  seemingly  sure 
winners,  many  ignored  the  Giant  In- 
ternationals. Who  wanted  a  Texaco,  a 
Royal  Dutch,  a  Shell  Transport  or 
even  a  Gulf  Oil  when  they  could  have 
the  action  of  a  Dome?  Certainly  not 
the  larger  mutual  funds.  In  the  Sep- 
tember quarter,  for  example,  they 
were  net  sellers  of  Texaco  3-to-l, 
while  being  net  buyers  of  Gulf  Canada 
on  a  4-to-l  basis.  Baa,  baa,  baa.  The 
sheep  trooped  off  to  the  shearing. 

Texaco,  Shell  and  Royal  Dutch  trad- 
ed at  3  or  4  times  earnings  and  yielded 
6%  or  7%  or  more,  but  they  were  dull 
companies  dependent  on  off-shore  oil. 
Moreover,  some  had  their  problems. 
Take  Texaco.  Its  domestic  reserves 
were  slugggish  and,  in  fact,  it  had  to 
revise  its  gas  holdings  downward  on  a 
number  of  occasions.  The  last  time 
after  stating  previously  this  would  not 
happen  again.  The  revision  infuriated 
some  of  The  Street's  top  oil  analysts. 

Why  would  anybody  want  these 
large  laggards  when  they  could  have 
the  hot  North  American  groups?  Why 
indeed — only  because  40  years  of  sta- 
tistics I  have  compiled  show  you're 
usually  playing  short  odds  when  you 
chase  supposedly  high  visibility.  It 
doesn't  happen  every  time,  but  it  hap- 
pens often  enough  so  that  the  prob- 
abilities are  stacked  against  you.  The 
Canadian  exploration  companies,  as 
exciting  as  their  prospects  actually 
were,  again  bring  out  the  point  of  just 
how  vulnerable  to  unanticipated 
events  supposedly  high-visibility, 
high-P/E  companies  actually  are. 

And  just  as  the  probabilities  have 
played  against  the  high-P/E  compa- 
nies they  have  played  very  much  in 
favor  of  the  low-visibility,  low-P/E 
groups.  Here  good  results  are  usually 
unanticipated  and  are  rewarded  with 
better  prices. 


Again  let's  turn  back  to  the  Interna 
tionals.  True  they  have  their  reserve 
predominantly  abroad  and  large  ir 
vestments  in  transportation,  refinin  V 
and  marketing.  But  the  earnings  an 
dividends  pictures  haven't  been  a] 
that  bad.  Shell  Transport  more  tha 
tripled  earnings  between  1978  an 
1979  and  quintupled  its  dividenc 
Texaco,  even  though  it  wrote  dowj 
its  gas  reserves,  more  than  doubled  il 
earnings  last  year  and  should  see  ther 
rise  20%  in  1980.  After  the  writfl 
down,  its  real  book  value  is  still  ovq 
twice  the  stock's  price. 

Though  the  Giants  may  be  ho-hurc 
the  bottom  line — how  they  have  don| 
in  the  marketplace — is  anything  bu 
These  four  Internationals  are  up 
cool  75%  on  average  in  the  last  1 
months,  compared  with  about  30*51 
for  the  Canadian  oils.  In  a  word,  th) 
industry's  Bo  Dereks  were  outpei 
formed  some  150%  by  its  "Twos 
Throw  in  dividend  yields  of  over  6*3t 
for  the  Internationals  compared  witi 
under  2%  for  the  "Tens,"  and  thi 
disparity  widens.  Interestingly  pel 
haps,  Gulf  Oil  did  almost  3  times  a 
well  as  its  most  exciting  offspring 
Gulf  Canada. 

Moral:  Play  safe  by  playing  low.  I) 
spite  of  their  excellent  performance  t 
date,  the  Internationals  still  look  goo 
to  me.  Some  trade  at  a  40%  or  greate 
discount  to  the  market,  althougl 
earnings  over  time  should  grow  a 
least  as  fast  as  those  of  the  averages 

Probably  not  surprising,  my  favoi 
ites  are  the  four  )ust  mentioned.  Roya 
Dutch,  the  second  largest  of  the  Intel 
nationals  (and  the  subject  of  the  No\ 
24  Forbes  cover  story)  earned  $30.8 
in  1979.  With  a  strong  balance  sheet 
good  reserves  and  technology  to  booi 
earnings  prospects  are  excellent  in  th 
years  ahead.  The  stock  sells  at  a  P/E  c 
4  and  yields  6%. 

Texaco ,  as  noted  on  more  than  a  fei 
analysts'  black  lists,  trades  at  6  time 
this  year's  earnings  estimates,  am 
yields  4.8%.  Earnings  should  be  u 
another  8%  to  10%  in  1981.  Divi 
dends  have  lagged  behind  incom 
growth,  and  the  rate  is  likely  to  b 
hiked  in  each  of  the  next  few  years. 

Shell  Transport  (the  London-base 
arm  of  Royal  Dutch,  which  owns  40°/ 
of  the  complex)  has  a  P/E  of  5  an 
yields  4.6%. 

Gulfs  earnings  should  rise  nearl 
20%  this  year,  with  further  advance 
in  1981.  The  stock  has  a  P/E  of  7  an 
yields  4.8%. 

Sure  there  are  Bo  Dereks  out  there 
but  I'll  leave  them  for  the  John  Derek 
to  discover.  ■ 
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Psychology  &  Investing 


M(  >NEY&  INVKSTMKNTS 


The  tenacity  currently  being  displayed  by 
short  sellers,  plus  record  short  interest, 
means  that  the  last  eight  months  should  be 
called:  The  Great  Short  Squeeze  of  1980. 

BLOW  OFF 


By  Srully  Blotnick 


"Yeah,  I'm  in  the 
red  by  quite  a  bit, 
but  I'm  not  very 
worried." 

"Even  though  the 
market  is  going 
against  me  just  now, 
I  expect  it  to  turn 
down  soon — and 
sharply,  too." 
These  are  typical 
comments  currently  being  expressed 
by  people  who  have  shorted  the  mar- 
ket, anticipating  a  sizable  decline.  In- 
stead, stocks  on  balance  have  soared 
this  summer  and  fall. 

How  are  short  sellers  reacting  to 
the  bloodbath  of  red  ink?  You  prob- 
ably won't  believe  the  answer.  I 
know  I  didn't.  What  they're  doing  is 
nothing.  Absolutely  nothing.  The  last 
eight  months  of  this  year  stand  a 
good  chance  of  going  down  in  the 
record  books  as  The  Great  Short 
Squeeze  of  1980. 

The  first  thing  you  should  know  is 
that  the  short  sellers  in  my  sample  are 
presently  acting  in  a  highly  unusual 
manner.  Not  many  people  play  the 
short  side,  but  those  who  do  rarely 
allow  a  stock  to  run  more  than  a  hand- 
ful of  points  against  them,  if  that, 
before  they  scramble  to  cover  it.  As 
one  put  it,  speaking  for  the  rest,  "I 
think  of  myself  as  a  chicken  short." 
Few  have  forgotten  the  many  stories 
of  huge  losses,  sometimes  running 
into  millions  of  dollars,  sustained  by 
short  sellers  in  the  past. 

If  the  stock  continues  to  rise,  but 
they  remain  convinced  it  soon  will 
start  plummeting,  they're  likely  to 
cover  with  a  small  loss,  then  establish 
a  new  short  position  at  a  higher  price, 
rather  than  let  the  old  position  run 
against  them  all  the  way  up. 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


Not  this  time.  Short  sellers  are  so 
confident  of  an  imminent  decline  in 
stock  prices,  they've  decided  to  hold 
on.  Most  of  them  in  my  sample  have 
been  holding  on  for  a  number  of 
weeks  now,  and  in  some  instances 
the  accumulated  losses  have  reached 
sizable  amounts.  The  chickens  have 
become  hawks. 

In  my  monitoring,  the  two  largest 
losses  are  in  Natomas  (where  one  sell- 
er is  down  72%,  and  another  60%) 
and  Valero  (where  one  is  down  68%). 
Forgetting  percentages  for  the  mo- 
ment, the  short  seller  who  is  down 
72%  is  out  over  $360,000. 

My  guess  is  that  a  considerable 
number  .of  those  who've  managed 
thus  far  to  ride  the  raging  red  tide  are 
eventually  going  to  go  under.  I  share 
their  belief  that  there  is  a  sharp  break 
coming  in  stock  prices.  In  fact,  I 
expected  it  to  have  occurred  by  now, 
as  a  result  of  what  I  thought  would  be 
a  nearly  vertical  rebound  for  the  mar- 
ket from  its  March  lows.  Instead  the 
market  recovered  slowly  and  steadily, 
not  explosively,  thus  postponing  the 
correction. 

Buying  stocks  in  March  struck  me 
as  a  good  idea:  "The  best  gains  are 
made  by  those  who  buy  when  the 
market  is  in  a  free  fall."  And  lighten- 
ing up,  increasing  your  cash  position, 
has  made  sense  to  me  lately.  Howev- 
er, short  selling  is  another  matter  alto- 
gether. I'm  averse  to  it,  primarily  for 
tax  reasons  (the  gains  are  short  term, 
no  matter  how  long  you  hold  the  posi- 
tion) and  the  total  gain  is  limited  (you 
can't  make  more  than  100%,  since  the 
most  the  stock  can  do  is  go  to  zero). 
Also,  I've  seen  too  many  investors 
lose  substantial  sums,  through  meet- 
ing margin  calls,  of  much  more  than 
100%  of  their  original  investment. 

The  track  records  of  those  who've 
been  purchasing  puts  has  been  equally 
dismal.  While  it's  true  that  you  can 
only  lose  a  limited  amount  (the  cost  of 
each  put),  most  of  the  players  in  my 
sample  who've  bought  them  at  all 
have  bought  more  than  one.  In  the 


end,  the  losses  have  turned  out  to  i 
comparable  to  what  they  had  wi 
their  short  positions,  when  thjj 
brokers  finally  sold  them  out. 

The  sheer  size  of  the  outstandin 
short  interest,  a  record  76  millifl 
shares,  has  struck  many  market  o 
servers  as  an  increasingly  bulhs 
sign,  because  sooner  or  later  thoj 
shares  have  to  be  repurchased,  whic 
could  help  significantly  to  accelerai 
any  upward  thrust  that  develo] 
when  the  Dow  gets  above  1000.  Ke« 
in  mind,  though,  the  short  intere 
has  to  be  viewed  relative  to  week 
trading  volume  on  the  NYSE  that  hi 
now  exceeded  an  incredible  300  mi 
lion  shares. 

In  short  (no  pun  intended),  the  k 
mikaze-like  tenacity  being  displays 
at  present  by  the  short  sellers  in  rr 
sample,  coupled  with  the  record  sha 
interest,  points  to  an  interesting  coi 
elusion.  It's  possible  that  we'll  have  s 
upside  blow-off  that  squeezes  tl 
shorts,  finally  causing  them  to  sa 
"uncle"  and  cover  their  position 
After  that,  the  market  will  fall. 

How,  you  might  ask,  could  a  me: 
76  million  shares  of  demand,  sprea 
out  over  so  many  different  issue 
have  such  a  potentially  strong  effei 
on  the  overall  market? 

The  fascinating  answer  lies  in  tr 
ordinary,  everyday  sadistic  impuls< 
of  money  managers  who  are  out  i 
make  a  killing.  There  is  nothing  d 
ranged  or  even  mildly  irrational  aboi 
such  thinking.  Their  reasoning  is:  "/ 
long  as  the  shorts  haven't  yet  run  fi 
cover,  I  can  keep  on  buying  aggressiv 
ly,  knowing  that  I  won't  be  the  greai 
est  fool,  the  last  person  on  line.  The: 
will  have  to  be  at  least  one  more  suckt 
after  me,  the  short  seller  who  final 
panics  and  has  to  cover  his  positic 
before  his  broker  does  it  for  him." 

The  big  question  at  this  poin 
therefore,  is  this:  How  much  of  a 
upside  move  is  it  likely  to  take  c 
squeeze  out  the  shorts?  If  it  tak« 
more  than  100  points  on  the  Dow  (c 
10  on  the  NYSE  Composite  Index 
that  point  may  never  be  reached; 
doubt  whether  this  market  has  th 
much  life  in  it.  So  these  painfull 
squeezed  short  sellers  may  yet  mat 
out  if  they  hold  on  long  enough. 

I  doubt  whether  they  will  hang  o 
that  long  though.  On  the  basis  of  rr 
sampling  of  investor  attitudes  I  thin 
the  market  is  overheated  and  is  in  fc 
a  major  correction.  Before  that  ha] 
pens,  however,  many  of  the  shor 
will  have  been  scared  out.  So  perhap 
we'll  have  one  more  upward  fling  i 
the  market.  But  then,  look  out!  ■ 
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MONEY  &  INVESTMENTS 


This  seasonal  move  has  attracted  a  large 
speculative  following  so  the  copper-price 
advance  might  be  a  self-fulfilling  prophecy. 

IT'S  THE  COPPER 
SEASON 


By  Stanley  W.  Angrist 


With  the  prime 
rate  at  18%  it  might 
seem  strange  to 
many  traders  that  I 
would  consider  rec- 
ommending going 
long  copper.  My  rea- 
soning lor  this  posi- 
tion is  that  of  the 
contrarian — buy 
what  nobody  wants 
(or  conversely,  sell  what  everyone  else 
wants  to  buy).  There  is  no  shortage  of 
world  copper  supplies,  despite  a  strike 
against  U.S.  producers  that  has  been 
going  on  for  months.  Most  of  the  pro- 
ducers have  settled  but  none  felt  com- 
pelled to  rush  into  an  agreement  be- 
cause of  sluggish  demand  and  ade- 
quate supplies. 

The  U.S.  is  largely  self-sufficient 
with  respect  to  copper  but  does  im- 
port, manufactured  copper  to  meet 
shortfalls  from  Canada,  Chile  and 
Peru.  Scrap  is  also  a  significant  part  of 
the  U.S.  supply.  Though  copper  is 
now  facing  significant  competition 
from  aluminum,  plastics  and  other 
materials,  it  is  a  versatile  material 
with  many  uses  that  are  geared  to  the 
general  economic  environment.  Thus 
the  metal's  price  is  highly  sensitive  to 
the  cyclical  recessionary  and  infla- 
tionary swings.  In  fact,  it  generally 
leads  these  swings. 

During  the  past  decade,  copper  fu- 
tures displayed  a  marked  tendency  to 
strengthen  from  December  to  March. 
As  the  table  below  shows,  prices 
trended  higher  in  eight  of  the  past  ten 
years,  with  the  average  gain  far  out- 
distancing the  loss  in  the  two  years 
when  prices  declined  during  the  four- 
month  period  under  review.  The  aver- 
age gain  from  December  to  March 
during  the  past  ten  years  has  been 
nearly  10  cents  per  pound — $2,500  per 

Stanley  \V.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


contract.  (I  am  leery  of  quoting  aver- 
age changes  in  price  for  a  commodity. 
The  average  water  depth  in  a  swim- 
ming pool  might  be  6  feet  but  that 
average  will  do  you  precious  little 
good  if  you  dive  into  the  3-foot  end.) 

The  reasons  for  the  seasonal  move 
are  not  all  that  clear,  except  it  seems 
to  anticipate  increased  demand  from 
those  industries  that  might  be  de- 
scribed as  copper  intensive,  such  as 
the  automotive  and  construction  in- 
dustries. In  general,  copper  tends  to 
lead  the  economy  but  this  seasonal 
move  appears  to  have  attracted  a  large 
speculative  following  so  the  copper- 
price  advance  might  be  characterized 
as  a  self-fulfilling  prophecy. 

Two  negative  factors  could  cause 
the  seasonal  move  to  abort.  The  first 
is  copper's  prevailing  price,  which  on 
a  historical  basis  is  relatively  high. 
(However,  if  one  deflates  the  current 
price  of,  say,  93  cents  per  pound  by 
the  cumulative  producer  price  index, 
one  would  find  a  real  price  in  terms  of 
1971  dollars  of  about  38  cents  per 
pound,  which  is  a  full  8  cents  per 
pound  less  than  copper  sold  for  in 
December  1971.)  The  second  limiting 
factor  is  high  interest  rates,  which 
may  cause  copper  users  to  pursue  a 


very  limited  inventory  accumulate 
attitude,  even  if  demand  increases. , 

Copper  is  generally  a  carryirj 
charge  market,  which  means  tr] 
more  distant  months  usually  sell  aj 
premium  to  the  nearbys;  but  there  ii 
tendency  for  March  to  gain  moderai 
ly  on  July  during  the  year's  first  qu; 
ter.  Moreover,  if  concern  about  nei 
by  physical  supplies  develops,  Mar 
can  go  to  a  good  premium  to  July.  H 
remember,  this  is  the  exception  a} 
not  the  rule  for  copper  prices.  Earli 
this  year  March  1980  futures  traded! 
a  modest  premium  to  July  1980  1 
tures,  but  by  Mar.  1,  as  concern  aba 
supplies  dissipated,  the  premiu 
turned  into  a  discount. 

Thus,  there  appear  to  be  two  wa 
to  play  the  seasonal  move  in  coppi 
The  simplest  is  just  to  go  long  Mar 
copper  under  98  cents.  I  would  set  ij 
stop  around  92  cents  on  a  close-on 
basis.  (That  is,  the  stop  would  n 
become  operative  unless  copper  clos 
under  92  cents.  This  sets  a  risk  lev 
of  about  $1,500  per  contract — mo 
than  I  normally  care  for.  If  copfj 
were  to  advance  by  its  "averag 
amount  of  10  cents,  the  profit  won 
be  about  $2,500  for  a  skimpy  rewai 
to-risk  ratio  of  1 .66.  The  margin  on 
outright  position  is  $1,200,  while  t 
round-turn  commission  is  about  $8 

The  second  method  (and  less  ps 
ferred  in  my  opinion)  is  to  do  a  spre 
of  long  March/short  July,  with  July 
least  a  3-cent  premium  to  March.  T 
margin  on  this  spread  is  $750,  witl 
round-turn  commission  of  abc 
$100.  I  would  use  a  close-only  stopi 
440  points  premium  July  for  a  risk 
at  least  $250  per  spread.  I  would  lo 
for  the  spread  to  move  favorably  2 
points  for  a  potential  profit  of  $5 
per  spread.  ■ 


Will  copper  cooperate,  again? 


Copper  prices  do  seem  to  rise  quite  regularly  from 
December  through  March.  But  beware.  Price  swings 
between  the  dates  shown  can  be  substantial. 


Calendar 
Year 

Dec  1 

Jan  1 

— Following  Year— 
Feb  1 

Mar  1 

Net  Change 
Dec  1  to  Mar  1 

1970 

47.60 

46.85 

46.75 

48.55 

+0.95 

1971 

46.65 

48.65 

49.75 

52.05 

+  5.40 

1972 

48.70 

50.20 

54.95 

68.25 

+  19.55 

1973 

86.10 

85.60 

96.90 

115.00 

+28.90 

1974 

59.90 

53.10 

53.80 

57.70 

-2.20 

1975 

53.80 

55.80 

55.40 

58.60 

+4.80 

1976 

57.80 

64.40 

65.30 

68.40 

+  10.60 

1977 

58.40 

61.30 

57.20 

55.40 

-3.00 

1978 

68.90 

70.05 

80.10 

93.30 

+24.40 

1979 

103.10 

1 10.20 

131.30 

112.75 

+9.65 

1970-79 

average 

63.10 

64.60 

69.10 

73.00 

+9.90 

All  prices  in  tents  pier  pound  for  March  futures  on  or  about  date  stated 


Source  Paine  Webber 
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FIRST  CLASS  TO 
LATIN  AMERICA 


1  600  is  the  price  of  a  black  and  white 
ige  in  Newsweek  International's  Latin 

'  merican  edition... that  is  less  than  a  first 
ass  airline  ticket  from  New  York,  Paris, 
indon,  or  even  Tokyo. 

-jjBut  its  impact  is  absolutely  first  class. 

Every  week,  over  40,000  copies  are 
pught  by  businessmen  and  execu- 
-ves-men  who  are  leading  Latin 
:  nerica  into  a  new  decade  of  growth 
'  iid  prosperity. 

The  market  is  big— and  growing  every 
|  -ar.  And  so  is  that  unique  group  of  men 

ho  are  reading  Newsweek  Interna- 

)nal.  As  their  professional  status  in- 
jieases,  their  personal  lifestyles  grow. 

ley're  men  who  can  afford  the  best— 


for  their  businesses  and  themselves. 

Most  important,  Newsweek  Interna- 
tional touches  these  men  in  a  way  most 
international  media  have  never  done:  by 
providing  them  with  a  truly  international 
view  of  events... the  body  of  news,  poli- 
tics and  business,  reported  with  personal 
pertinence  to  their  specialized  needs. 

No  wonder  so  many  different  kinds  of 
marketers  have  already  begun  using 
Newsweek  International  to  sell  in  Latin 
America:  low  cost  per  page;  high  impact 
among  readers;  a  pertinent  and  presti- 
gious editorial  environment. 

If  you  sell  in  Latin  America,  join  us  in 
first  class. 

Go  Newsweek  International. 


Only  Newsweek 


Newsweek 

THE 

INTERNATIONAL 
NEWSMAGAZINE 


\LES  OFFICES:  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam  •  Frankfurt/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Sydney  •  Tokyo 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ASUAC  (Switzerland)  60 

AT&T  92 

Anglo  American  Corp.  of  South  Africa     Ltd  49 

Apple  Computer   78 

ASARCO   49 

Assurex  Croup  (Switzerland)   74 

Atari   78 

Audcmars  l'iguct  (Switzerland!   60 

Bachc  Group   15 

Bank  of  America  33 

Bass  Bros  Enterprises   12 

Bear  Creek   40 

Bendix   49 

CBS   .-.  16 

Cambridge  Research  &  Management   70 

Campbell  Soup   86 

Carrier  (Switzerland!   60 

Cetus  ,  65 

Citicorp  „  74 

Citizen  (|apan)  .-.  60 

Claremont  Capital   65 

Coca-Cola   32 

Conalco  49 

Consolidated  Gold  Fields  Ltd   49 

Corum  (Switzerland)   60 

Cox  Broadcasting   95 

Datapoint   46 

De  Beers  Consolidated  Mines  Ltd   49 

Dome  Petroleum  Ltd  96 

Dow  Chemical  35 

Dresser  Inds  35 

Dreyfus   .'  74 

Dun  &  Bradstreet   :  92 

Ebauchcs  S.A.  (Switzerland)   60 

Ebel  (Switzerland)   60 

EngelharJ  Minerals  & 

Chemicals   49,  92,  94 

Exxon  46,  80 

Figi's  40 

First  Natl  Bank  of  Atlanta   86 

Fluor   92 

Freeport  Minerals   94 

GK  Technologies  50 

General  Instruments   92 

GM   92 


Genstar,  Ltd   80 

Gold  Deposits  .?  74 

Golden  Door   75 

Goldplan   74 

Greenhouse  75 

Greyhound.  40 

Gulf  Canada   96 

Gulf  Oil   80,  96 

Halliburton   34 

Harry  and  David   40 

Hospital  Corp   92 

House  of  Almonds   40 

Hudson  Bay  Mining  is  Smelting   49 

Hudson  Bay  Oil  ik  Gas  96 

Hughes  Tool   35,  92 

IBM   46 

International  Telephone  &  Telegraph   49 

International  Watch  (Switzerland)   60 

Kennecott  Copper   49 

La  Costa  Resort  and  Health  Spa   76 

Limited  Editions   80 

McClimock   78 

M.I.M  Holdings  Ltd  49 

Marathon  Oil   92 

Marquette  Natl   122 

Mary  of  I'uddm  Hill   74 

Merrill  Lynch   15,  74 

Metromedia   40 

Mexico  Fund   15 

Mine  Safety  Appliances   36 

Mobil  80 

NLInds   94 

National  Distillers   65 

National  Lampoon   66 

Natomas   98 

Newmont  Mining   49 

Nippon  Miniature  Bearings  (lapan)   62 

North  American  Watch   59 

Omaha  Steaks  Intl  40 

Palm- Aire  Spa   76 

Patek  Philippe  (Switzerland)   6,  60 

Perm  Central   12,  50 

Pfaelzer  Bros   40 

Phelps  Dodge   49 

Phoenix  76 


Piaget  (Switzerland!   

Pittsburgh  Natl  Bank   

Precision  Watch  (Singapore)   

Prime  Computer  

Radio  Shack   

Radio  Works   

Rancho  La  Puerta   

Raytheon   

Rolex  (Switzerland!   

Royal  Dutch  Petroleum   

St.  |oe  Minerals  

Schlumberger,  Ltd   

Sears,  Roebuck  

Seiko  (lapan)   

Sekundo  (U  S  S  R.)  

Shell  Canada   

Shell  Oil   

Shell  Transport   

Smith  Intl  

Socie'te  Suisse  d'lndustne  Horlogere  (Switzi 

Source  Securities   

Sperry  is  Hutchinson   

Standard  is.  Poor   

Standard  Oil  (Calif  |   

Standard  Oil  (Indiana)   

Standard  Oil  (Ohio)   

Syntonic  Software   I 

TRW  .,„ 

Tandy   

Tenneco   

Texaco   

Timex   

Transco   

Ueberseebank  AG  (Switzerland)  

Max  Ule  &  Co   , 

Union  Oil  of  California   

Union  Pacific   

Universal  Geneve  (Switzerland)   

Vacheron  Constanrin   

Valero   

Wang  Labs   

Warner  Communications   

Western  Co.  of  North  America   

Xerox   

Welex   


Do  you  know  anybody 
who  is  somebody  in  busine: 
who  does  not  read 
Forbes  Magazine? 


Forbes: 


CapitalistTool 
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Flashbacks 


Edited  By  Dero  A.  Saunders 


ilisf  interest  from  issues  of  Forbes  of 
Stand  25  years  ago. 

$  years  ago  in  Forbes 

lient  is  contagious.  Talk  panic  and 
ro;ter  panic.  Talk  optimism  and  you 

■  optimism.  Keep  your  head  and 
Bind  a  good  chance  of  keeping  your 
Iss.  Lose  your  head  and  you  are  in 
gi  of  losing  your  business.  Last  New 
Iiw  us  soaring  farther  and  farther 
Irom  economic  sanity.  This  New 
lies  us  moving  steadily  nearer  and 

■  economic  sanity.  .  .  .  Let  us  enter 
IJ'ith  characteristic  American  cour- 
I|l  faith  and  vision,  with  cool  heads, 
lyes,  stout  hearts,  erect  shoulders 
ltn  step.  B.C.  Forbes 

l.tside  news  has  continued  to  be  of 
B  ssing  character.  Bradstreet  report- 
l!)5  failures  in  November,  the  larg- 

■  mber  on  record  since  January, 
Rjradstreet's  index  number  of  com- 
m  prices  for  November  shows  a 
If  of  13  per  cent  and  of  34%  per 
Jlom  the  year's  high  level  reached 
fj.  1 .  But  stock  prices  started  down 
■ember,  1919,  about  three  months 
ncommodity  prices  stopped  going 
II  that  stocks  may  also  make  the 
h1  turn  before  commodity  prices 
Itiing  down. 

feimployers  see  in  the  present  de- 
lin  and  unemployment  a  chance  to 
lack  at  labor."  .  .  .  The  man  who 
K  active  administration  of  the  larg- 
jt  une  in  America  today  is  John  D. 
t  eller  Jr.  The  other  day  I  [Editor 
t  rbes]  asked  his  views  on  the  labor 
Ik.  He  also  feels  that  employers 
■tare  opportunity  today.  .  .  . 
Itause  labor  was  in  some  cases  in- 
Kro  exert  its  power  when  it  held  the 
p  and  during  the  war  emergency  is 
|>  son  why  employers  should  now 
f  similar  course.  Employers  ought 
r  a  broader  stand.  They  now  have  an 
>  lnity  for  exhibiting  a  fine,  mag- 
pus,  fair  spirit.  If  anything  savoring 
'  ige  is  done,  it  will  create  a  bitter- 
lich,  in  turn,  will  rend  the  avenger. 
'  er,  my  own  conviction,  based  on 
jih  observation  and  the  reports  we 
li,  is  that  more  and  more  employers 
Jjsarnestly  desire  to  do  the  right 
ijy  their  employees,  not  merely  be- 
f  :  pays,  but  because  it  is  right." 

;  chemical  merger  will  be  carried 
jffect  Jan.  1,  1921.  The  Allied 
r  :al  &  Dye  Corporation,  into 
l|  General  Chemical,  the  Solvay 
I'd  Company,  Semet-Solvay,  The 
Company  and  National  Aniline 

meal  have  been  merged  will  be  a 


going  concern  with  the  New  Year.  Al- 
though WallStreet  students  of  values  de- 
clare that  there  is  much  water  in  the  new 
stock,  the  trading  element  is  rather  opti- 
mistic as  to  its  immediate  future.  From 
the  speculative  point  of  view  it  is  un- 
doubtedly important  to  consider  that  the 
new  stock  has  not  yet  been  "distribut- 
ed," and  that  Congress  may  furnish  bull- 
ish ammunition  by  doing  something  for 
our  infant  dye  industry. 

Fifty  years  ago 

An  explanation  for  the  delays  [in  public 
building)  is  offered  by  former  Governor 
Alfred  E.  Smith,  now  head  of  a  private 
company  erecting  the  largest  building  in 
the  world.  Says  Mr.  Smith: 

"We  hear  a  good  deal  to-day  about  pub- 
lic works  for  the  relief  of  unemployment. 
It  is  very  difficult  to  hasten  public  works. 
I  can  sit  over  in  my  office  and  decide 
something  for  a  contractor  in  twenty 


from  census  sources  this  year,  Mr.  Wat- 
son said,  amounted  to  less  than  llA%  of 
company's  total  business  for  year. 

IWenty-f ive  years  ago 

The  record  so  far  this  year  underscores 
two  milestones  in  the  development  of  the 
U.S.'  still-young  mutual  fund  industry: 

•  They  are  now  growing  at  an  average 
rate  of  above  $125  million  a  month, 
boosting  net  assets  of  141  funds  close  to 
$7.4  billion,  vs.  $5.5  a  year  ago. 

•  Investor  confidence  in  the  funds,  se- 
verely tested  in  the  September  stock  mar- 
ket slump,  has  not  been  noticeably  dam- 
aged. In  the  break  set  off  on  September  26, 
the  decline  in  mutual  fund  asset  values, 
cushioned  by  their  portfolio  spread  over 
many  industries,  was  only  4.3% . 

In  Britain  late  last  month  Bill  Hughes, 
50,  tried  to  explain  to  tax  collectors  how 
he  had  saved  $16,800  despite  the  fact 


In  1930  a  National  Air  Transport  Ford  trimotor  fleu  from  Neu  York  to  Chicago  in  6  x/i  hours 


minutes.  For  the  State  or  the  city  to 
make  the  same  decision  might  take  two 
or  three  weeks.  You  have  to  refer  it  to 
the  Attorney  General  or  to  the  Corpora- 
tion Counsel  and  find  out  whether  or  not 
it  is  in  keeping  with  the  contract." 

He  contrasted  the  six  months  and  two 
days  it  took  to  erect  the  eighty-five-story 
Empire  State  Building  with  the  two  years 
taken  to  complete  the  five-story  State 
Office  Building  [in]  New  York. 

International  Business  Machines  Corp.: 

Thomas  J.  Watson,  president,  stated  that 
a  more  world-wide  reception  for  com- 
pany's products,  and  not  census  business 
the  company  was  receiving  this  year 
from  United  States  and  foreign  govern- 
ments, had  been  responsible  for  making 
company's  earnings  for  1930  a  new  high 
record.    Additional    business  received 


that  his  shipyard  wage  was  only  $56  a 
week.  "Easy,"  said  Bill.  His  formula: 

Never  smoked,  never  drank,  never 
went  out  with  women,  never  ate  candy; 
shaved  with  his  brother's  razor  blades 
and  borrowed  his  father's  shoes  while 
the  old  man  slept  when  he  went  to  work 
on  the  night  shift.  For  13  years  he  had 
never  bought  a  new  suit,  and  never  in  his 
lifetime  bought  a  flower.  He  charged  his 
grandmother  12%  interest  on  the  money 
he  loaned  her,  ate  everything  on  the  table 
whether  he  wanted  it  or  not,  never  took 
a  vacation  trip  that  cost  more  than  56 
cents,  and  only  once  had  splurged  on  a 
movie.  Anything  that  wore  out  he 
patched,  including  his  underwear. 

But  Treasury  officials  suspected  a 
simpler  secret  of  Bill's  success:  book- 
making  and  failure  to  pay  any  taxes  at  all. 
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There  are  people  who  like  to  get 
gifts,  because  they  like  nothing 
better  than  to  reciprocate. 
Hans  Margolius 


Christmas  won't  be  Christmas 
without  any  presents. 
Louisa  May  Alcott 


Asking  for  what  you  want 
is  the  first  step  to 
getting  what  you  want. 
Robert  Half 


There  is  nothing  to  think 
anywhere  in  the  world  or  even 
out  of  it  that  can  without 
restriction  be  considered  good 
except  only  a  good  will. 
Immanuel  Kant 


Ask  and  it  shall  be  given 
is  not  a  dependable  rule, 
according  to  our  experience. 
William  Feather 


Giving  is  the  business  of  the  rich. 
Goethe 


A  Text . . . 

Today  if  ye  will  hear 
his  voice,  Harden 
not  your  heart. 
Psalm  95:7,8 


Sent  in  by  lohn  Martin,  West  Hempstead, 
N  Y.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


If  one  loves  other  people,  he 
himself  becomes  worthy  of  love. 
Cheng-Panch  Tao 


The  Christian  ideal  has  not 
been  tried  and  found  wanting, 
it  has  been  found  difficult 
and  left  untried. 
G.K.  Chesterton 


Thoughts 

on  the  Business  of  life 


Christmas  is  glorious.  I  love 
the  season,  the  spirit  of 
Christmas.  If  your  heart  is 
in  the  right  place,  it  affords 
you  appropriate  opportunity 
to  do  things  for  others,  to 
express  your  good  will,  to 
let  yourself  go  sentimentally, 
philanthropically. 

The  Christmas  spirit  brings  home  to 
us — or  should  bring 
home  to  us — the  profound 
Biblical  truth  that  "it  is  more 
blessed  to  give  than  to 
receive. "  Anything  that  inspires 
unselfishness  makes  for  our 
ennoblement.  Christmas  does  that 
I  am  all  for  Christmas. 
B.C.  Forbes 


For  hjs  bounty  there  was  no 
winter  to  it;  an  autumn  it 
was  that  grew  more  by  reaping. 
Shakespeare 


Heaven  in  sunshine 
will  requite  the  kind. 
Byron 


The  anonymity  of  a  gift  is  good 
for  the  recipient,  and  we  want 
to  think  it  is  good  also  for  the 
donor.  As  love  is  fulfilled 
in  just  the  loving,  so  is  giving 
fulfilled  in  just  the  giving. 
H.L.  Poland 


Your  charity  is  presumptuous. 
From  afar,  you  attract;  you 
have  light.  From  near  by 
you  repel;  you  lack  warmth. 
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The  world  is  neither  wise  nor 
just,  but  it  makes  up  for  all 
its  folly  and  injustice  by 
being  damnably  sentimental. 
Thomas  Huxley 


Beware  of  altruism.  It  is 
based  on  self-deception, 
the  root  of  all  evil. 
Robert  Heinlein 


It  is  better  to  give  than  to 
lend,  and  it  costs  about  the  sarnj 
Philip  Gibbs 


There  never  was  a  person  who 
did  anything  worth  doing  that  d 
not  receive  more  than  he  gave. 
Henry  Ward  Beecher 


Money  giving  is  a  very  good 
criterion,  in  a  way,  of  a 
person's  mental  health. 
Generous  people  are  rarely 
mentally  ill  people. 
Karl  Menninger 


To  remind  a  man  of  the  good 
turns  you  have  done  him  is 
very  much  like  a  reproach. 
Demosthenes 


What  is  bought  is 
cheaper  than  a  gift. 
Cervantes 


He  who  receives  a  benefit 
with  gratitude  repays  the 
first  installment  on  his  debt. 
Seneca 


They  who  give  have  all  things; 
they  who  withhold  have  nothin 
Hindu  Proverb 


You  can  hold  back  from  the 
suffering  of  the  world,  you 
have  free  permission  to  do  so, 
and  it  is  in  accordance  with 
your  nature,  but  perhaps  this 
very  holding  back  is  the  one 
suffering  you  could  have  avoide 
Franz  Kafka 
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